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PROCEEDINGS

MR. MAYNARD: Good morning. Let’s go ahead and
get the meeting going. 1I’d like to call the meeting to
order.

This is a meeting of the Advisory Committee on
Reactor Safeguards. This is the Committee for Plant
Operations. My name is Otto Maynard, and I’'1ll be the
chairman for the sub-committee today. ACRS members in
attendance are Graham Wallis, George Apostolakis, Bill
Shack, Mario Bonaca, Michael Corradini and Said Abdel-
Kahlik.

Now, before I get any further into this, I’'d
like to go ahead and turn it over to Tony Gody for just a
moment here to give some administrative remarks.

So, Tony?

MR. GODY: Thank you.

Okay. Welcome to Region IV. Today is going to
be a very interesting day. We’re going to have very good
dialogue. I encourage lots of questions. You’ll hear a
number of presentations, on many different topics. We
will attempt to address all the gquestions that you
provided us originally through a series of topical
discussions.

Before we start, I’'d like to point out some

administrative things. This is a public meeting, and the

NEAL R. GROSS & CO., INC.
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meeting is between the ACRS and Region IV. And should Mr.
Maynard wish to open the floor up for public comments,
he’1ll do that at some point later in the meeting.

Administratively, there’s restrooms out in the
elevator lobby. You can exit either door and go into the
elevator lobby, and there’s a men’s and women’s room.
There is security here. So if you do not have a badge,
just indicate that you’re here for the ACRS meeting, and
the security officer will let you in.

In the unfortunate event of a fire or a fire
alarm, there are exits here and here. You go out into the
elevator lobby. There are two doors, on either end of the
elevators. Please go downstairs and exit the building to
the west, and that is in that direction. And you want to
actually head southwest to the parking lot and look for
me. And I will take attendance and make sure that
everybody is safe.

If there’s any other administrative needs, just
contact me. I’'m your host. We do have public meeting
comment forms on the table over here. I would encourage
each and every one of you to provide comments on our
public meetings. Region IV constantly strives to improve
our public meetings, and we use that feedback and take it
very seriously to improve our public meetings.

And I guess before I start, would you have any

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

9

other comments you’d like to make before I turn it over to
Pat Gwynn, sir?

MR. MAYNARD: Yes. 1I’'ve got a few more
comments to get out of the way here.

Each year, the ACRS Plant Operations Sub-
Committee tries to visit one of the power plants and also
spend time with the corresponding region for that plant.
It gives us better insights on what’s actually going on
with a number of the issues that we deal with back at
headquarters; it gives us an opportunity to get insights
on the actual impacts, the actual advantages,
disadvantages and things to help us in our deliberations
when we do meet on issues back in Washington.

The purpose of today’s meeting is to discuss
regional inspection and operational activities. We’ll
hold discussions with the regional staff, encourage and
get two-way dialogue between ACRS and the regional staff.
This helps us gather information.

There are no specific issues before the ACRS
right now that this meeting is addressing; however, the
regional insights and information that we get from these
meetings are very valuable in deliberating things that are
coming up in the future and a number of the issues that we
will be dealing with over the next year or so. So these

meetings we find very valuable to us.
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(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

10

The designated federal official for today’s
meeting is Maitri Banerjee. And I would like to say that
the rules for participation in today’s meeting have been
announced as part of the notice of this meeting previously

published in the Federal Register on July 20, 2007. I

will try to make some time available if there are any
public comments at the end, but this is a meeting between
the ACRS staff and the Region IV staff, and so that'’s
where the discussions are going to be held primarily.

A transcript of the meeting is being kept and

will be made available, as stated in the Federal Register

notice. It’s requested that speakers first identify
themselves and speak with sufficient clarity and volume so
that they can be readily heard.

Before I turn the meeting over to Dr. Mallett,
I'd like to say that this is kind of a unique meeting for
me. It’s a different -- I’'ve been to a number of meetings
in Region IV. This is the first time that I’ve been as an
NRC employee; most of the time, I’'ve been defending
something that happened at my power plant and have been on
the tail-end of an enforcement conference or something.
So this, I think, will be a little better for me.

My colleagues very aptly remind me every once
in awhile if I start getting defensive that I’'m not the

one being challenged here. So we’ll try to keep that

NEAL R. GROSS & CO., INC.
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straight.

Region IV has several unique aspects to it,
challenges and responsibilities. I’d like to now turn it
over to Dr. Mallett to discuss some of those and to start
leading off the staff presentations.

So, Dr. Mallett?

DR. MALLETT: Actually, Pat Gwynn’s going to
lead us on this.

MR. GWYNN: And good morning, Mr. Maynard, Dr.
Shack and members of the Advisory Committee on Reactor
Safeguards. We welcome you to Region IV, the friendly
region. And we value the opportunity to inform you about
our region and the work that we do.

I wanted to first, if you don’t mind, take just
a minute to introduce the members of the NRC staff that we
have present with us here today. And we’ve asked all of
our presenters to come to this opening session so that
you’ll have a chance to see them and to hear their names
before they actually have to speak.

Of course, you’ve met Dr. Mallett, I believe,
our regional administrator. And I’1ll ask each of the NRC
staff members to stand up and just mention their names at
this point in time.

MR. MAYNARD: And they’re going to need to come

to a microphone or pass a microphone around.

NEAL R. GROSS & CO., INC.
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MR. GWYNN: Let’s do that.

MR. CHAMBERLAIN: Good morning. I’'m Dwight
Chamberlain; I’'m the Director of the Division of Reactor
Safety here in Region IV.

MR. CANIANO: Good morning. I’'m Roy Caniano;
I'm the Deputy Director of the Division of Reactor Safety
here in Region IV.

MR. GODY: I'm Tony Gody; I'm Chief of the
Operations Branch in Region IV.

MS. SMITH: Good morning. I’'m Linda Smith; I’'m
Chief of Engineering Branch 2 here in the Division of
Reactor Safety.

MR. LOPEZ: Good morning. I’'m Joseph Lopez,
part of the HR staff.

DR. SPITZBERG: Hello. My name is Blair
Spitzberg; I'm the Chief of the Field Cycle
Decommissioning Branch.

MS. HOWELL: Good morning. I’'m Linda Howell;
I'm Chief of the Response Coordination Branch.

MR. LATTA: Good morning. Robert Latta,
Coordinator for New Reactors, Region IV.

MR. ELKMANN: Good morning. Paul Elkmann. I’'m
a health, physics and emergency preparedness inspector in
DRS.

MR. RICKETSON: Good morning. My name is Larry

NEAL R. GROSS & CO., INC.
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Ricketson; I'm a health physics inspector.

MR. HAY: Good morning. My name’s Mike Hay;
I'm a chief with the Division of Reactor Projects.

MR. BONNETT: My name is Paul Bonnett; I'm with
the Reactor Inspection Branch, NRR.

DR. MALLETT: Paul’s here making sure that we
don’t do anything that’s wrong.

(General laughter.)

MR. STEARNS: Good morning. I’'m Don Stearns, a
health physics inspector, Region IV.

MR. HAIRE: I'm Mark Haire. I'm a senior
operations engineer.

MR. CORBIN: I'm just a member of the public.
Carl Corbin with STARS Regulatory Affairs.

MR. STETKA: Good morning. Tom Stetka, senior
operations engineer.

MR. JOHNSON: Good morning. My name is Claude
Johnson, Chief, Division of Reactor Projects.

MR. BASHORE: Good morning. I’'m Joe Bashore,
project engineer for DRP.

MR. REPLOGLE: Good morning. I’'m George
Replogle, senior project engineer, DRP.

MS. RYAN: I'm Gwen Ryan; I'm a summer
engineering associate.

MR. ABUSEINI: Good morning. Hasan Abuseini,

NEAL R. GROSS & CO., INC.
(202) 234-4433
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reactor inspector, Engineering Branch 2.

MR. CHAMBERS: I'm Mike Chambers, project
engineer, Division of Reactor Projects.

MR. LARSON: Good morning. Brian Larson,
operations engineer, DRS.

MR. DRAKE: Good morning. Jim Drake, operator
licensing.

MR. McBREARTY: Good morning. I’m Mike
McBrearty from Southern California Edison, representing
SONGS.

MR. GODY: And Mike is a member of the public.

MR. WALKER: Good morning. I'm Wayne Walker;
I'm a senior project engineer in DRP.

MR. CLAYTON: Good morning. My name is Kelly
Clayton; I’'m a senior examiner in operator licensing in
reactor safety.

MR. HANNA: Good morning. My name is John
Hanna; I'm the senior resident inspector at Fort Calhoun
Station.

FEMALE VOICE: Would everybody sign the sign-in
sheet, please? Just make sure.

MR. GODY: We have one more member of the
Region IV staff, Mr. Brian Tindell, who’s operating our
slides for us this morning.

MR. TINDELL: I’'m Brian Tindell; I'm with the

NEAL R. GROSS & CO., INC.
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operator licensing staff here in Region IV. And if you
have any needs, then myself or Tony Gody is the person to
talk to.

MR. MAYNARD: Does that go for us, too, Brian?

MR. TINDELL: Absolutely.

MR. GWYNN: We have a full agenda for the day.
We have some specific case studies that we think will be
of interest to you. And I'm hoping that the tour of the
incident response center will be of particular interest.
So we’ll do that right after lunch today.

Now for this first session, I plan to present
an overview of Region IV, followed by Dr. Mallett’s
emphasis on the challenges that we have in front of us
under the Reactor Oversight Program in Region IV.

In large measure, Region IV is both
organizationally and functionally similar to the other
three NRC regional offices. We’ve provided a copy of our
detailed organization chart in the handout that you have
in front of you; it’s a very colorful document. If you
studied that, you’d find that it’s very similar to the
organization charts for the other three regions. I plan
to emphasize regional differences rather than similarities
in my discussion this morning.

Now, Region IV is geographically large,
encompassing most of the states west of the Mississippi

NEAL R. GROSS & CO., INC.
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River, including Alaska, Hawaii and Guam. Our nuclear
materials inspectors cross the international dateline;
they inspect on platforms offshore in the Gulf of Mexico
and in the Pacific Ocean, as well as in the north slope of
Alaska.

We operate in all US time zones except Eastern
time, and we communicate regularly with NRC offices in
that time zone. I’'d note that every power reactor in the
region with the exception of Comanche Peak Steam Electric
Station is accessed by our inspectors via airline
transportation, making our location near the D/FW airport
vital to our success.

Region IV has a highly talented staff with a
good mix of experience and recently-hired professionals.
You saw that we have one of our summer engineering
associates here with us today. We actually have six of
those this summer. They are the underpinning of
everything that’s well done in Region IV. Our training,
knowledge management and knowledge retention programs,
which are important contributors to our long-term success,
will be discussed early in the presentation this morning
because of their importance.

DR. SHACK: What fraction of your staff are
sort of coming up for retirement, say, in the next five to

ten years? Are you a typical NRC profile? Or --

NEAL R. GROSS & CO., INC.
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MR. GWYNN: Well, we’re fast-changing. There
has been a lot of change in the mix of our regional office
over the last five years. If you had asked me that
question five years ago, I would have said that it was a
significant percentage of the staff that is coming up for
retirement, but we’ve had a number of retirements since
then. Right now, our HR specialist -- we have 11.3
percent that are retirement-eligible in 2008 if we retain
those people, I believe, 16 to 17 percent by 2009 and 20
percent by 2010. Those are the current estimates.

DR. MALLETT: I would add to that that I think
over the past few years -- I’'ve been here four years now -
- we have had significant expertise walk out the door,
from retirement. And so when you hear Joseph Lopez and
when I talk to you in a little bit, we’ll give you some
insights on what we’ve done to try and hedge that bet, so
to speak, to not lose all that expertise, such as return
to annuitants, and things like that.

DR. SHACK: Yes. If you get -- how many people
left have actually been on a construction site?

DR. MALLETT: There’s a few of us left around.
Dwight is one. 1I’ve been there, and Pat has been there,
and we have several of the staff who have been. But they
know they’re a commodity now, so we’re working to retain

them.

NEAL R. GROSS & CO., INC.
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MR. GWYNN: In the power reactor arena, we
regulate 22 reactors, at 14 sites, located in ten states.
We maintain both on-site resident inspector staff, as well
as region-based specialist inspectors who complement and
augment the resident staff. Together, they implement
NRC’'s baseline inspection program, performing the baseline
inspections, generic safety issue inspections and special
inspections, in response to significant operational
events.

We license the people who operate these
reactors; we also maintain a robust emergency response
capability, and we routinely test our ability to respond
to emergencies.

DR. WALLIS: I have a silly question. You
said, West of the Mississippi. Is Grand Gulf west of the
Mississippi?

MR. GWYNN: TIt’s just east of the Mississippi,
but I'm talking about the states. Yes. That -- most of
the states. There are some states east of the Mississippi
that we regulate. And there’s a couple of states west of
the Mississippi that we don’t regulate that are part of
Region III. It’s hard to make general statements, isn’t
it?

DR. SHACK: Especially with Professor Wallis.

(General laughter.)

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

19

DR. MALLETT: I would add that last year, in
2006, the state of Mississippi asked the Agency if they
could have one regulator, because they were regulated for
materials programs by Region I and they were regulated by
Region IV for the reactor program. So we changed that
roadmap, if you will, to have the state of Mississippi
regulated by Region IV entirely.

MR. GWYNN: And we haven’t done that with
Missouri yet and Region IITI.

Some aspects of our response capability you
will see today during your incident response center tour.

DR. CORRADINI: So I had -- just because you're
so geographically diverse, I'm curious -- maybe it’s going
to come later -- about the split of effort relative to
essentially plant inspections -- you were mentioning
things relative to -- with sealed sources and materials
that are -- have nothing to do with power production but
have to do with potentially oil, et cetera. Is that going
to come up later?

MR. GWYNN: No. We were not planning to get
into that.

DR. CORRADINI: But just out of curiosity, is
it a typical mix in terms of effort relative to the other
regions, or is this an unusual region relative to

materials inspections in such a geographically diverse

NEAL R. GROSS & CO., INC.
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area?

MR. GWYNN: TIt’s -- our budget for travel is
substantial, and the time that it takes for our inspectors
to get to their inspection locations is substantial
compared to our peers in the other regions. And that’s
the important point.

If I was to go from here to South Texas
Project, which is in the same state as our regional
office, it takes me about six hours to get there. That’s
a substantial investment in time for inspectors which
detracts from the time that they have to inspect and
causes our management team to implement some interesting
differences from the other regions in terms of achieving
the Agency’s mission, putting our inspectors’ feet on the
ground for the same amount of time at those sites and
still achieve the travel that’s necessary to do that work.

Whether they’re inspecting nuclear materials or
whether they’re inspecting power reactors, it -- the
geographic diversity in our region is a challenge for our
inspection staff and for our management team.

I'd also indicate -- I said six hours to get
from here to south Texas. You can drive to south Texas or
you can fly to south Texas; either way, it takes about six
hours. You can only fly to Columbia Generating Station

and get there in a reasonable period of time. It takes

NEAL R. GROSS & CO., INC.
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seven hours to get from here to Columbia Generating
Station, and that’s because the Dallas/Fort Worth airport
is such a great commodity for us. It really facilitates
our ability to inspect and to respond to emergencies.

Does that answer your question?

DR. MALLETT: Well, I --

DR. CORRADINI: Yes.

DR. MALLETT: Let me add something first. If
you look at that colored chart that we gave you --

DR. CORRADINI: Yes, sir.

DR. MALLETT: If you look at the different
divisions -- we tried to make them colors so you can tell,
but I’'ve had people tell us feedback that it’s not very
clear. But we tried to make it that way by the colors.

If you look at the yellow division there --

that’s our materials division. We’re about like the other

regions in numbers of -- once all the agreement states are
in place -- like Pennsylvania in Region I. I think
they’1ll come out, and -- don’t hold me to these numbers,

but the region here has about 6- or 700 materials
licensees.

Region II does not have a program any more;
that was all folded into Region I about two years ago.
And then Region II has the fuel cycle program for all the

regions. They run that for the whole country. Region III
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has about 7- or 800 licensees. And Region I will, once
Pennsylvania goes agreement, have maybe 1,200 licensees.

So there are a few differences in numbers. The
main difference is in the type of licensees. In our
region, we probably have more well loggers and
radiographers than any other region in the country.

DR. CORRADINI: That'’'s what I was guessing.

DR. MALLETT: We also have more agreement state
programs than any other region in the country. So we have
gquite a few agreement states to monitor their programs to
see how --

DR. CORRADINI: Since I'm new to the Committee,
remind me what an agreement state is.

DR. MALLETT: It’s a state that signs an
agreement with the NRC to say, I will for whatever type
radioactive materials I decide take over the inspection
and licensing of those facilities in my state.

DR. CORRADINI: Okay.

DR. MALLETT: And most of the time, they’ll
take over the program entirely for like medical
facilities, academics and so forth. They do not have the
ability right now to take over the program for reactors in
their states or for really the fuel cycle.

DR. CORRADINI: But for nuclear materials, they

would?

NEAL R. GROSS & CO., INC.
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DR. MALLETT: But for nuclear materials, they

can.
DR. CORRADINI: Only nuclear materials.
DR. MALLETT: The other thing unique -- if you
look at that, what I’1ll call the yellow division -- they

probably don’t like me referring to them that way, but --
if you look at that yellow color division, you see Blair
Spitzberg, who’'s going to talk to you later. He has some
unique capabilities we have here, such as the Yucca
Mountain Project. And we have decommissioning reactor
facilities that other regions have.

We have ISFSI facilities, Independent Spent
Fuel Storage Installations, that that group covers. So we
are unique in putting all those into one branch, and that
seems to work well for us.

DR. CORRADINI: So you -- just to understand
that, so with the licensing of PNS or -- PFS in Utah, it
was your region with headquarters that went through the
licensing process there?

DR. MALLETT: That’s correct.

DR. CORRADINI: Thank you.

MR. MAYNARD: I think something important to
know -- we’ve been talking about that -- as far as power
reactors, it’s easy to compare the regions, and the

responsibilities are fairly similar. But when you get
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outside of the power reactors into the other, there are
major differences between the regional responsibilities
and regional activities in those. So it’s harder to
compare Region I versus Region IV on how they handle
certain things, because the divisions of responsibilities
are quite different outside of the power reactors.

MR. GWYNN: And you’ll find virtually 100
percent of the in-situ leachate mining, uranium mining and
milling activities in the United States in Region IV. And
that’s a growth business these days, by the way.

Let me finally highlight the significant
diversity in the reactor types that reside within our
regional boundaries. We inspect reactors that are
designed by all of the major reactor vendors, including
Westinghouse four-loop, Westinghouse SNUPPS -- the only
two SNUPPS plants in the United States are located in our
region. We have Babcock & Wilcox, General Electric, BWRs
Versions 4, 5 and 6 and Mark-1, Mark-2 and Mark-3
containments. We have several vintages of combustion
engineering design, including the only CE System 80s in
the United States.

Some of the plants use sea water cooling, some
of them are located on rivers and man-made lakes, and one
is even located in the desert and uses wastewater from the

city of Phoenix as its primary cooling supply. And so
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this diversity, as you might imagine, creates some
interesting challenges for our staff. Our staff is up to
those challenges.

And at this point in time, I’'d like to turn the
presentation over to Dr. Mallett, who’s going to talk
about some of those challenges.

DR. MALLETT: Thank you, Pat.

Before I start, I wanted to say one more thing
about this organizational chart in answer to your
question, Dr. Carradini, if I'm saying that correct.

DR. CORRADINI: Close enough.

DR. MALLETT: Close enough? All right. Thank
you.

If you look -- our division of reactor projects
is very similar to the other regions’. We are designed
and divided up by plants, and each branch has a certain
number of plants, with senior project engineers in that
branch here in the regional office and senior residents
and resident inspectors. And I can’t forget the site
secretaries at each of the sites where those plants are
located. 1If you look
at -- and those are indicated by blue in that chart.

If you look in the division that’s indicated by
the green color -- that’s our division of reactor safety.

And we are set up very similarly to the other regions
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there, who’ll have -- most regions will have two
engineering branches. Most regions will have a plant
support branch. Ours takes care of health physics and
security. You’'ve heard some of the people here talk about
it. We have an operator licensing branch.

We did something different in this region.
We’ve combined operator licensing with the emergency
preparedness. We think that gets us a good mixture of
licensing and inspection in that branch, as well as they
can live off each other and feed off each other for the
programs that they evaluate. We’ve gotten a lot of good
insights from both ways, from the emergency preparedness
experts to the licensing group, and the licensing

examiners to the emergency preparedness group. So there’s

DR. CORRADINI: So you intermingled them in
that?

DR. MALLETT: So we intermingled them in that
one branch. That is a difference you’ll find between us
and the other regions.

One other difference you’ll find is that we put
all our oversight of problem identification and resolution
inspections, safety-conscious work environment inspections
and the component design basis inspections into those

engineering branches. And Linda Smith is going to talk to
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you later; she’s probably the Agency expert --

I'll set you up, Linda.

-- for issues like safety culture and problem
identification and resolution. We’ve found that that
gives us good milage having that overseen by one branch.
So that is a difference between us and the other regions.

Well, like Pat Gwynn and others, I would
welcome you to Region IV. 1It’s an honor to have each and
every one of you here. I met when I was in Region II with
the ACRS a number of years ago, and I think it’s a good
exchange. We appreciate your willingness to give your
time to come out and exchange with the staff.

If you will, look at the agenda. One of the
lessons that we’ve learned is to not just have managers
talk to you; we have all levels of our organization
talking to you so you can get a good mixture and feel free
to ask questions of them, and to get a good view. We
think it’s important to you have your questions answered
and understand from us how the program’s operating in the
reactor oversight area.

I would highlight some challenges that we see
in the reactor oversight area. These are not all
inclusive. I tried to pick the top five or six, but, as
people have learned about me, I give sub-bullets. So the

five or six may look like ten, but I’'ve whittled them down
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to five or six.

These are, I believe, not in any order of
importance, but I think they’re important to our oversight
in the Nuclear Regulatory Commission, the reactor program.
First and no surprise, I think, is recruitment. We always
put retention of the skills inventory down there.

What we have learned over the past several
years 1s we’re getting pretty good at recruiting the
skills. 1In fact, these are exciting times for us. We are
getting quite talented individuals because of our pay
scale and because of the promotions we give people in the
first three years and the incentives for schools and to
pay off college tuitions.

So we are getting the cream of the crop coming
to our region. And I think Gwen introduced herself
earlier; she’s one of those people. And we also entice
them during the summer to come here as a way of recruiting
them. We have set several things -- and I know Joseph
Lopez is going to talk some more about this. But I think
a couple of keys to recruiting and retaining people, which
I think is the most important thing, is that we go out to
schools now with the executive partners to those schools
and recruit a diverse group of people. And we set the
schools we want to go to.

We also meet every two weeks to talk about our
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recruitment plan and, What kind of skills do we want.

Now, Dwight Chamberlain’s on that committee, and he’s
always asking for someone. I’ve never gone to a committee
meeting where he doesn’t have the skill that he needs.

But I think that has helped us to recruit some unique
skills, like metallurgists, with plants aging and so
forth, a big skill that we need. So we are targeting
those recruitment when we go out to these schools.

I think another thing we’ve done for retention
is -- we meet with the individuals coming on board, all
along during at least their first two years here. I think
the crucial period is that third year. We train them and
evidence them well the first two years, then we put them
out to work, and we sort of forget about them. And so
we’ve tried to focus on ways of retaining them, and one of
the ways is to meet with them and ask them what makes them
comfortable in staying to work here. That’s crucial, I
think, for the Agency.

We have some best practices that we’ve
developed for the Agency, and Joseph Lopez is going to
talk about some of those. I think another area that’s
crucial and a challenge is maintaining the resident
inspector pool. We are finding now that licensees are
talking about building new plants and, as their work force

is getting older, they’re recruiting our people. And so I
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think that’s great. I think we’re all in this together,
and I think we need to get the skills we need in this
industry.

But what that has forced us to do is realize we
have to have a pipeline for these resident inspectors like
we haven’t had to have before, because very quickly
they’1ll get offered big jobs and big pay at the licensees’
facilities. So we have had a significant turnover here,
and we’ve done several things to help that pipeline, such
as: We bring in people to the regional office now -- and
most regions do this very similarly -- for a year or maybe
two before they go out to be resident inspectors, as a
pool. And we increased our project engineer pool, our
people to do that, and to learn prior to going out.

The third area. This is one where --

MR. MAYNARD: I would think that would be --
one of the more challenging areas is the pipeline for
resident inspectors, because, you know, a year isn’t a lot
of time for their development here before they go out to a
site where they’re remote. They’re not -- I don’t want to
say unsupervised, but, you know, they don’t have the
regional management to draw upon and stuff. And that’s a
real challenging position, and I would think it would be a
real challenge to keep that pipeline going with the type

of people that can be out there away from the office and
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doing their jobs.

DR. MALLETT: That’s an excellent point. In
fact, what we’ve done is -- we’ve tried to make this
balance work of people that have been around a long time
and those that are brand-new. And so when we recruit, we
try to recruit the entry-level individuals as well as the
experienced level, and we'’ve been very successful in that.
So when they do go out to the resident site, sometimes
they’ve had many years’ experience in the industry. We’ve
had to teach them to be a regulator, and that takes a
little while sometimes. But they have had -- there’'s a
mixture of that.

MR. MAYNARD: Yeah. The other part of the
challenge is it’s not always easy to find someone who'’s
going to take a job when they know they’re going to have
to move in four or five years. I mean it’s not a position
where they can go and get settled and stay there for a
long time.

DR. MALLETT: That’s a big challenge. Another
piece of that is we have senior residents that are very,
very good at what they do, and some would like to stay out
there. And so we’re working on ways that we can keep them
out in that pool of residents at the sites.

Other regions are in the same boat. Some

people are transferring between regions, which compounds
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the problem. At the same time, we also bring the senior
residents back to the regional office. You heard George
Replogle was one -- I mentioned his name and several
others’ -- that have come back to help mentor people and
run programs here. So you need both.

But it is a dynamic. Just when you think you
have it solved, you have to work on it again. So --

MR. MAYNARD: Good.

DR. MALLETT: 1If I could, move on to knowledge
management, the third challenge. And this has four
aspects I'd like to highlight. You see them bulletized up
there.

Knowledge transfer. We have learned a lot this
past year in this area. We think it’s very important as
the skills leave the office to grab whatever we can out of
their brains to transfer that knowledge to the individuals
here in the office. In the past, our tradition has been
to pair people with someone as a mentor-mentee
relationship. That still works well, but we’ve now
increased it, and I'm pleased with what we’ve done.

We started something called technical seminars,
and we even have seminars in the non-technical areas now.
And we hold those for about 30 minutes to an hour. The
best one this past year was the one I gave -- no.

(General laughter.)
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DR. MALLETT: But we have them in different
areas of expertise, and we are capturing those -- at least
the slides from those on our website to where you can go
click on it and pull up the slides. And I think that has
been a great benefit.

We even have the individuals coming in from the
universities, right out of school, teaching us. And it'’s
amazing some of the new technologies we aren’t aware of.
So that’s quite a successful story for us.

The second bullet I have that’s a key part of
knowledge management is fundamentals. What I’ve found is
we have to go back and consciously work on fundamentals of
our staff. I believe industry has to do this, too. Some
of the events we’re seeing in industry occurring are --
you can trace back to people not having fundamentals in
how they operate.

And I know you all like formulas, so I’'ll give
you one for fundamentals: F=BRV. And my definition of
fundamentals is: B stands for the Basis for why you are a
regulator, and where that comes from; R stands for the
Role you have as a regulator, and that’s a very important
piece to teach someone as a fundamental, and; V stands for
your Values and, How are you going to operate.

And we have posted on our wall some

organizational values -- and I know the principles of good
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regulation. We try to emphasize those. And what we’ve
started doing this past couple of years is having our
managers go to the training classes for the individuals to
give some kind of an introduction as a way of re-enforcing
those fundamentals.

And another way is: Each someone’s qualified,
I or Pat Gwynn and the division director responsible meets
with that individual before we put them on the road to see
how they’re aligned with these fundamentals in the Agency.

Two other bullets I would mention: Remembering
lessons learned, and event history. They kind of go
together, I believe. We are working in the Agency on a
lessons learned program, which I think is important for
capturing those lessons learned. But I think there are
people coming in to our Agency that don’t even know what
Three Mile Island is, or some of the lessons we learned
from it.

So each year, we try to take an area. Art
Howe, Dwight Chamberlain and their divisions are very good
at this to focus on and try and review those lessons
learned. For example, one year, we took one of the space
-- I think it was the space shuttle Columbia events and
looked at those lessons learned. This year, we are taking
Davis-Besse lessons learned. If you’ll remember, Art

Howe, our division director in Reactor Projects, led that
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Lessons Learned team for Davis-Besse. So I think that'’s
very important.

Also, event history is important. We have, I
think, a much better operationally experienced program in
our Agency today than we had before, but remembering those
events is very important. We even have, as an example, an
event where we -- at Diablo Canyon, we have an environment
out there in the public that is not favorable, via certain
interest groups, to that plant continuing to operate. So
we used to go out there and react to that, and now we’re
on a proactive mission to do that.

Well, one of our lessons learned from event
history is that the first three meetings we went out there
-- Pat and I both know -- we got tarred and feathered. So
we learned from those. And we review those videotapes
every once in awhile to make sure we can remember not to
do the same. If we go to the next slide --

MR. MAYNARD: I find it interesting here that
the -- if I were listening to a presentation from the
industry or from other businesses, a number of these
things are things that any business is having to deal with
right now. And it’s interesting to hear from a regulatory
-- that the regulators also are having to deal with
knowledge management and a number of these things and

doing it in a way that is, I think, very successful.
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DR. MALLETT: Well, I don’'t want to give you a
false impression. We aren’t there yet, but we’ve done
some things to start on this. I believe you have to be
proactive in this area.

DR. CORRADINI: So if I could just ask you one
more --

DR. MALLETT: Sure.

DR. CORRADINI: Is what you’re doing in Region
IV similar to the other regions in concert with
headquarters? Are you leading -- because I’ve heard one
of the commissioners, Commissioner Lyons, worry out loud a
number of times about this particular area of knowledge
transfer or the whole issue of how you pass on key
information and key experiences. So how does the region
fit in with what'’s happening at headquarters? Or maybe
this is going to happen later, so we’ll just wait.

DR. MALLETT: We will talk a little bit more
about it.

DR. CORRADINI: Okay.

DR. MALLETT: But I will say that, that we are
-- in this area, all the regional offices are focusing on
some type of knowledge transfer. Some of them have
technical seminars like we have.

In our headquarters program, they are trying

methods to capture this knowledge, such as videos of
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seminars, and we haven’t linked in to that yet. We've
talked to them about it, but we haven’t really linked to
that. I think that would be the next step, to have one
Agency place you could go, instead of having to go to each
regional office, to pick up maybe a topic of interest.

We are linked in the operational experience
area that’s run by the Nuclear Reactor Regulation office.
And we can click on that area and look at operational
experience. But as far as --

DR. CORRADINI: The reason I guess I'm asking
that is two fold. One is: I’'m curious how much of a
struggle it is particularly when you have an industry
which is going now a half-decade and, from the standpoint
of new construction, not much has happened and, therefore,
you want to capture back what you learned.

But the other part of it at least in my mind is
the generational thing, that is: Who you’re hiring now
and how they learn is in some sense not totally different,
but not exactly the same as how we might have learned or
would learn. So in other words, giving a Power Point or
talking to them, you might get a lot of nodding and polite
grunting, but perhaps some sort of video or some sort of
interaction in a different way is necessary.

And at least at the university, what we’ve

found is going across lines in other colleges, the
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business school in terms of case studies, other ways in
which you might want to draw them out to get them to know
things. That’s what I’'m curious about, because it seems
to me this is a really big deal.

MR. GWYNN: We -- the Agency has a knowledge
management steering committee that’s made up of knowledge
management champions from each of the offices. Typically,
the knowledge management champions are the deputy office
directors, although there may be others at a lower level
in the organization. For Region IV, I'm the knowledge
management champion; Roy Caniano is my right hand on that
activity.

The steering committee meets regularly. The
Agency 1is preparing and developing a set of metrics that
specifically focus on the knowledge management and
knowledge transfer. There’s a huge amount of work that’s
being done to address just exactly what you’re interested
in, Dr. Corradini.

The development of the communities of practice.
These communities of practice are purely electronic. It'’s
a way that people can involve themselves -- people with
common interests with common goals and common sets of
knowledge bases get together to share knowledge and
experience in a way that’s meaningful and in a way that

will assist the junior folks in coming up to speed with
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the senior people.

And I think that one of the best and best-used
communities of practice that we have right now is in the
operational experience area that has been developed by the
Office of Nuclear Reactor Regulation. But there are a
large number of them, and they’re really taking hold here
in the Agency.

MR. GODY: This is an excellent dialogue, and
we have a 30-minute session just to discuss knowledge
management and knowledge transfer. That’s our next
session.

DR. MALLETT: Yeah. We probably destroyed most
of their talk, but I think it is important. But I think
it isn’t -- we are consistent. I think the approaches

might be a little different. Let me just quickly mention

MR. MAYNARD: You’ll find that with the ACRS an
agenda is nice with prepared slides, but we tend to go
where we want to and when we want to go there. And so a
lot of times, your presentation will be covered before you
get to it.

DR. MALLETT: Well, we are here to answer your
questions, and I think that’s important.

I'11l just quickly mention cross-cutting issue

or cross-cutting aspect. I think the point I would make
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there are the challenges, first of all, for industry and
the NRC to get on the same page as to what’s the
definition of each of those terms. Okay. Industry
typically crosses the two, and a cross-cutting issue is
quite different than a cross-cutting aspect.

An aspect is a tag we put to a finding on an
inspection report that helps us define, Do we have
something that we need to review at the mid-cycle/end-of-
cycle review periods to determine if it is a cross-cutting
issue. Cross-cutting issue: You have to meet certain
criteria. And if you have that, you tell the licensee,
“You have this, and you need to address it,” for example.

And so what’s happening is -- industry asked us
about three years ago to put more guidance out there: You

have these rogue inspectors; you need to put guidance out

there to have everybody consistent. So we did. Well,
what that’s forcing -- and I think you’ll hear -- Linda’s
going to talk a little more about that -- is we’re tagging
a very high percentage -- I think 90 percent -- of

findings with the cross-cutting aspect.

So the first criteria for a cross-cutting issue
is the number of findings you have tagged with a cross-
cutting aspect. Essentially, we wiped out that criterion
because you’ll meet it in almost every instance. So

there’s a lot of debate in the industry: Are we getting
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carried away.

Roy Caniano’s doing a study and review of us in
the Agency to see where the differences are in the regions
and where the similarities are. I can tell you we looked
at it last year, and we’'re all about the same in the
number of sites that get cross-cutting issues if you look
over a period of time; however, in 2006, Region IV had
significantly more licensees with cross-cutting issues
than the other regions. So we thought it prudent to take
a look at that.

How much SDP. I put this in here for Dr.
Apostolakis.

I thought you’d like that.

The real issue to me is alignment. We can do a
research project on each review, a significance of
findings, or we can do just a guess. And so somewhere in
between lies the answer. And what we’re finding in the
Agency is we have to manage that process; it no longer can
be just let go, because you will do research projects in
some instances and you’ll be untimely in your significance
determination projects.

Dwight Chamberlain led a team where we
evaluated this and came up with the best practices, so
that all regions can use them, about a year ago. I think

that’s helping us. There are still areas where we need to
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work on it. And I put “alignment” because you will have -
- if you sit in a room with all of us, you may have five
or six different views of what the significance of that
finding is. So somewhere, you have to decide what is the
right one and move on from there.

I talked about our Diablo Canyon when I talked
about effective outreach. What we learned there in
external communication is we were letting events drive
when we spoke to the public and when we met with
licensees. And so we’ve decided to turn that around.

And for the past three or four years, we’ve met
proactively with the people every year near the Diablo
Canyon site. And what’s that helping us in now is that
the meetings are no longer as hostile as they were, and
people are starting to ask questions that they should be
asking instead of just listening, in my view, to the
interest groups.

The last one I leave you with is what staff
hears me say. They ask me what keeps me up at night in
the reactor oversight program. It’s that we won’t turn
over every rock. And Pat Gwynn’s is, Trust, but verify.
So I've left you with those last two bullets.

And with that, I think I’'ve stolen about all
the time away from Roy Caniano and Joseph Lopez, but I’'m

going to turn over the podium to them unless you have any
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more questions.

DR. SHACK: Just -- are we going to come back
to SDP in some of the case studies?

DR. MALLETT: You definitely will. In fact,
we’ve lined up the individuals that need to talk to you
about that, and we have not schooled them on what to say.
So, hopefully, you’ll get the answers you need.

MR. GODY: Okay. The next session is going to
be on knowledge management and transfer. Joseph Lopez is
a human resources specialist, and Roy Caniano is the
deputy director of the division of reactor safety.

If anybody has any needs to -- for a telephone
call or to use a private room to have a discussion, Room
403 here by the reception desk is reserved for anyone who
needs it. If you need to dial out, you dial a seven to
get an outside line; long-distance would require a one,
also. Also, there’s donuts and coffee in the back. And
if you’d like to have anything, feel free to help
yourself.

MR. LOPEZ: Good morning, everyone. I’'m Joseph
Lopez, part of the HR staff. Most of my show was stolen.

(General laughter.)

MR. LOPEZ: So we’ll make this quick.

MR. MAYNARD: That’s all right. I think you’ll

find that we’ll probably still have some additional
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guestions.

MR. LOPEZ: That’s good. I hope I can answer
them or at least provide some insight.

I want to start off here with the Region IV
management team here. They actually set the goal to
institutionalize the KM activities, Knowledge Management
activities. They wanted to make it second nature, make it
part of our every-day decision making. It also started
out with hiring the right people, as Bruce mentioned
earlier.

We’'re going to cover three things. And in the
interest of time, I will bypass a few of the items. If
you have interest in them, let me know, and we’ll talk
about them in detail. But I want to cover communication,
implementation and staff development.

On the communication side, we created our
actual knowledge management plan. In this plan, it
actually identifies actions that we’ve taken to date; it
also identifies prospective actions that we’re considering
once we get the time and the budget for them.

MR. MAYNARD: 1I’'d like to go back just a minute
to a question that Michael Corradini asked just earlier.

MR. LOPEZ: Yes, sir.

MR. MAYNARD: Now, it’s my understanding that

between the regions and NRR there isn’t a common knowledge

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

45

management plan; each region has been doing their own.

You guys -- you talk to each other, and you coordinate,
but each region’s going to have some specific needs. So I
don’t agree with having one plan that fits all.

MR. LOPEZ: Yes, sir.

MR. MAYNARD: But is my understanding correct
that you coordinate with the others but you do have your
own knowledge management plan to fit your needs?

MR. LOPEZ: Absolutely, sir. We -- the
steering committee actually meets once a month. We
actually have a dashboard that identifies the projects
that each region and each office is working on. Not
everybody is working on the same items, because every --
it’s, you know, as you go. Does that answer the guestion?

(Pause.)

MR. LOPEZ: Moving on to our next communication
plan is our human capital management plan. The objective
of this plan: it actually identifies tools and resources
for our managers to help manage the human capital here at
Region IV.

PBPM: That'’s actually Planning, Budget and
Program Management. These are regular meetings with the
branch chiefs and above, with the focus on aligning
mission needs with the skill sets.

Bruce talked a little bit about the resource
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planning meetings. This is the bi-weekly meetings with
the division directors, deputy regional administrator and
regional administrator with HR. And the entire intent of
that meeting was to manage the human capital.

Current events meeting. The regional
administrator and directors actually meet monthly with the
entire staff to update them on issues facing the Agency.

Let’s see. On the implementation side, Region
IV actually took the lead in creating the "“Recruitment and
Retention Best Practices Booklet for Supervisors.” I’11
pass these out real quick.

(Pause.)

MR. LOPEZ: And this booklet -- it’s
essentially a quick guide for supervisors to rely on as to
what tools are available, what tools are out there on the
website. It gives them some helpful hints. So take your
time and review that, and if you have any questions on
that, we can chat about it.

So just when you have your retention problems,
where are people going? Are they going to licensees? Is
that the -- actually, let me see here.

The figures for '07. Our attrition rate was 11
percent. Keep in mind that 5 percent of that was transfer
to other regions or headquarters. 6 percent were actually

retirements and resignations. I want to say it was about
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2-1/2 percent that were resignations, but I don’t have a
clue as to where they --

DR. CORRADINI: Just to follow up on that --

MR. LOPEZ: Yes, sir.

DR. CORRADINI: I'm not sure what the federal
rules are. But i1f you have somebody that essentially
leaves the Agency, are you allowed to ask anything more
than their opinions of how life went when they were here?
Can you ask where they’re going?

MR. LOPEZ: Yes, sir. We actually have an exit

interview.

DR. CORRADINI: Okay.

MR. LOPEZ: And we try to capture that
information. You know, some are for personal reasons.

The majority are for personal reasons.

DR. CORRADINI: Well, I guess that kind of
follows up on Bill’s question about where they’re going
and, Why are they going there. You’re getting some
generic --

MR. LOPEZ: Yes. We as an Agency try to
capture that information. We even actually try to capture
it from resident inspectors when they’re leaving the
resident inspector program, as well.

MR. MAYNARD: As far as those going to the

industry, my gut feeling is that probably at this point
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there’s more coming from the industry to the NRC --

MR. LOPEZ: NRC.

MR. MAYNARD: -- than the other way. And most
of those might be back in headquarters, but it goes both
ways. I’ve seen a lot of industry people within the NRC
and then some from the NRC going to industry. So --

MR. LOPEZ: I really don’t have a good feel for
the figures on those. But --

DR. MALLETT: I can tell you the people who go
to industry -- it’s usually for one of three things that
I've found. Location: They don’t want to relocated, as
you’ve said. They want to stay in that part of the
country. Salary. We do pay very good, but the industry
sometimes will trump that, and we can’t go as high.

Or the third is that they don’t like the work
that we do from being on the road and inspecting all the
time. They want to get into design work or some kind of
hands-on engineering or health physics. Those seem to be
the major reasons when I’'ve talked to people about why
they’re leaving.

MR. LOPEZ: Going back to the list, biweekly
reviews of operational experience. After our reactor
status meetings, we actually have our senior staff members
present and provide issues. They stick around after the

meetings to answer questions.
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So I'll move on to the knowledge management
corner. We actually created a site on the Region IV
website. On this site, you’ll find the human capital
management plan, the knowledge management plan, as well as
the slide shows for the previous knowledge management
seminars. And Roy’s going to get into the knowledge
management seminars here in a bit.

Management Information Icon. We in HR created
this icon for the branch chiefs and above. What this does
is -- it provides real-time data. It’s everything from
staffing planning to awards history, training and budget,
so that the managers are able to make real-time decisions.
Bruce and Pat talked a little bit about the post-
certification interviews that they have with the
employees.

And let’s see. Moving on to staff development,
we have a Region IV management library we created a couple
of years ago, with the intent of providing books and
materials to all employees. It’s a self-checkout. We
also have started focusing more management training in the
region. We did a Train the Trainer for the four roles of
leadership. So we have one of our senior staff members
here that actually provides the training about twice a
year to our managers.

Let’s see. I'll bypass double encumbering and
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rotational assignments.

Let’s see. Pat talked a little bit about
reverse mentoring or what we’re calling reverse mentoring.
It’'s where the engineering associates or summer employees
come in and actually prepare presentations for our
seasoned staff.

MR. GWYNN: TIf I could just interject on that?

MR. LOPEZ: Yes, sir.

MR. GWYNN: TIt’s really remarkable the kids
that are coming out of school. And I’'ll -- you know, my
gray hair. But the people that we’re hiring directly out
of college can teach us a lot of things. I learned four
times four when I attended Purdue University. Today, they
don’t think about four times four. And so there are tools
and techniques that they can teach us that are extremely
valuable for our employees to know.

And so just yesterday, our summer engineering
associate trained us on how to use a tool that she
developed as part of her summer project that will be
useful for our inspectors in the field looking at heat
transfer problems. And so it was a very appropriate
thing, I think, for us to use, this reverse mentoring
process, to push up to the more senior people new
techniques that have been developed since we graduated

from college.
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DR. CORRADINI: If I just could --

MR. MAYNARD: There’s a few others of us who
remember Fortran.

(General laughter.)

DR. CORRADINI: So I had a question about that.
So you have -- I’11 call them -- I’'ll use the term, Summer
interns. You have a term I’'ve forgotten already.

MR. LOPEZ: Engineering associates.

DR. CORRADINI: Okay. So at the end of their
time, do you get a feedback from them on ways that you
could have done better in terms of training, that is:
Asking them what sort of ways are most effective that they
can learn about the Agency and the industry, et cetera?

MR. GWYNN: Just -- I think it was a week ago
they delivered to us a combined paper. All of them got
together and conspired to tell us how we could do a better
job --

DR. CORRADINI: That’s good.

MR. GWYNN: -- in sponsoring them for the
summer and maximizing the value of the time that they
spent with us. And that was very useful feedback, and we
thank them for it.

DR. CORRADINI: Yeah. The only reason I asked
it in that way is that sometimes -- we always think we

know how the younger folks learn, and I’'m convinced that
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we don’‘t. But if you ask them, they’ll actually give you
ways that you would have never thought of to actually
provide information and get them to be more motivated into
what they learn.

MR. LOPEZ: Along those lines are auditing and
introducing training courses. Our senior managers here,
Bruce Mallett, for example, actually sat in a financial
management course. They -- it was important in that the
instructor was teaching us how things worked, but Bruce
was able to relate or give us the relationship to the NRC
and why we have to get down these policies. So it’s
advantageous to have senior managers sit in on those.

The SES Candidate Development Program and the
Leadership Potential Program. Region IV continues to
support employees and the employees in those programs with
rotational assignments and fill in their positions so they
can go on these rotational assignments.

Before I hand it over to Roy to discuss
knowledge management seminars, do you all have any
guestions on any of these, or do you want to chat about
it?

MR. MAYNARD: Do you get much use out of the
management library?

MR. LOPEZ: I believe so. We were initially.

I haven’t checked the books lately.
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DR. MALLETT: Well, we --

MR. MAYNARD: I asked for a reason.

DR. MALLETT: It just depends. If we -- the
books will collect dust. If we have a class that we’re
focusing on, like the four roles of leadership -- we

talked about “The 8th Habit,” Steven Covey’s book. So
then you’ll get people looking at the book. But you have
to emphasize in a class or some setting or you won’'t --
you’ll get very few people checking them out.

MR. MAYNARD: Yeah. My experience with these
has been that, you know, it may be that one or two people
use
it -- and very few others, but if you start keeping track
of its usage and, allo f a sudden, the usage picks up
because people think you’re monitoring for that, but --

(General laughter.)

MR. MAYNARD: TIt’s a useful thing to have, but
I haven’t found that it works as well as what it maybe
could.

MR. LOPEZ: Any other questions?

(Pause.)

MR. LOPEZ: Roy?

MR. CANIANO: Thank you, Joseph.

Good morning again. I'm Roy Caniano; I’'m the

Deputy Director of the Division of Reactor Safety here in
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Region IV.

What I’'m going to discuss today -- you’ve heard
the name “knowledge management sessions” a couple times
this morning. Bruce Mallett referenced it as the
technical seminars, and Joseph chatted a little bit about
it. I’'m going to get into a little bit more of the
specifics.

In Region IV, we initiated these sessions about
mid-2006. To date, we’ve had about 12 sessions. The
presenters are not just limited to our seasoned staff.
That'’'s pretty much how we started out: By having the
ability to have some of our senior staff, folks that have
been there and that have done that, talk to our newer
folks. And it evolved over the past year, I’'d say, to
where the presenters actually include not only the senior
staff, but include senior management.

Bruce mentioned that he had given a
presentation just recently on a trip that he had to Japan.
We also have our NSPDP participants provide topics for us
to learn from. Our summer hires. Pat had mentioned Gwen
yesterday had done a presentation to us associated with
heat exchangers.

Last year, we had an individual, Micah Bikerra
[phonetic], who was one of our summer hires here. We were

very fortunate, by the way. We have hired Micah now, and
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he is part of the NSPDP program. He gave a fantastic
seminar associated with metallurgical properties with some
real-life examples.

We’ve had great success with our rehired
annuitants. We had two of them this past year that gave
very good presentations to us -- one happens to have an
area of expertise in fire protection; another one in the
area of ISI and ASME codes -- and gave very good
presentations to our staff.

Tomorrow, we’re having -- we’ve mentioned
Davis-Besse. There actually is a knowledge management
session that we’re sponsoring tomorrow associated with
Davis-Besse and maybe some comparisons to the Challenger
event. So we have actually one of our resident inspectors
who is coming in tomorrow to give that presentation, and
that’s also going to be sponsored by our director of
reactor projects. Art Howe is going to be facilitating
that effort.

MR. MAYNARD: So you’re going to focus on the
NRC role in Davis-Besse?

MR. CANIANO: Yes. But, again, making a
comparison and some of the similarities.

So some of the topics that we’ve included in
some of our seminars. I gave a presentation last year on

an AIT that I had the opportunity to lead back in the
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early '90s at Point Beach that was associated with a
hydrogen burn with a dry cask storage device. We gave a
presentation here of an IIT that happened at TMI that was
a security event that happened back in the '90s.

We were very fortunate. One of our security
inspectors here we hired from the industry. He happened
to be a security officer at TMI. He was actually the
individual that, quote/unquote, “Captured the bad guy.”

So he gave about an hour presentation to us giving a
perspective of what security was like back in the '90s
during the time frame of the TMI and what has changed in
the industry and what has changed in the NRC. So that was
a very good seminar.

Again, I mentioned the fire protection. We had
one on interpreting electrical diagrams, ASME code
interpretations. Pat Gwynn gave a presentation on the
Chernobyl event.

What we try to do is limit the discussion to
about 60 minutes, and then we open it up for Q’s and A’s
afterwards. The attendance is fairly well. You know,
considering that we are a regional office where we do have
a lot of our staff that are out at the resident sites, we
will still get 30 to 50 people in attendance to these
seminars. We also open them up via telecon now to the

resident inspectors so they can call in and they can
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listen to the dialogue. And again, we’ve been fairly
successful with regard to that initiative.

You mentioned -- Joseph had mentioned, I should
say, the KM Corner that’s on our Region IV web page. We
want to --

Yes?

DR. CORRADINI: Could I just one gquestion?

MR. CANIANO: Sure.

DR. CORRADINI: Just to go back to the ones
that you identified as being so unique, so do you capture
them and pass them on to the other regions so the other
regions can share in your presentations?

MR. CANIANO: Not yet. We have not done that
yet. But -- Pat mentioned the steering committee that
we’re all members of. That’s actually one of the parts of
the dialogue recently that we’ve had: How are we going to
end up sharing that information. Now, we do post all of
the material on our web page, and that’s available to the
other regions.

The ASME -- let me back up a second. You made
a good point, the ASME presentation that we had.

Actually, we shared all of our slides that we used in that
and the complete presentation was given to Region III,
because they were doing a similar seminar.

DR. CORRADINI: Okay. Thank you.
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MR. CANIANO: The postings that we put on our
web page. It’s the responsibility of the individual who
does the presentation to make sure that HR gets copies of
all the slides and the presentation and -- again, so we
can put them on our web page. So for those staff that
were not available to attend the session, they can at
least go to web page and then take a look at what the
presentation consisted of.

Now, there’s something else that we do, also.
We have a morning meeting here. It’s predominantly for
the reactor program, but it’s Monday or -- it'’s every day
at ten o’clock.

Every Monday, we set aside a little bit of time
after that meeting, and -- we have three senior risk
analysts here in Region IV. And what they do is -- they
stay back from the meeting, and we give them the
opportunity to talk to some of our newer staff about
technical issues. It could be an event that we just got
through talking about. And the SRAs take the initiative
and the lead to discuss the technical aspects of the
event.

We talk about operating experience with our new
staff. And for the new staff that are in the office, if
they’re not at a training session, it’s well attended.

And I would say on the average we may have six to eight
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people that stick around after that morning meeting and
talk to our senior risk analysts, again, about technical
issues, just to gain an understanding of, you know, What
is the significance of this event that we just talked
about. So that, I think, works fairly well.

We recently did an effectiveness assessment. I
indicated earlier we’ve been doing these seminars for
about a year. About two months ago, I sent an all-region
e-mail out saying, It has been a year now; we need some
feedback; because we want to continually improve in our KM
sessions, give us some feedback.

I'm real happy to say that the majority of
folks that responded were very, very positive on the KM
sessions -- in particular, some of our newer staff, who
get that opportunity to learn from staff that have been
there, that have been involved in events and technical
aspects.

Some of the things moving forward. We don’t
want to limit our knowledge management sessions to only
the technical aspects. Pretty much, that’s what our
business is about. But we’re going to try to open them up
to non-technical aspects, too.

Joseph and I were chatting just the other day.
And from an HR perspective, there are some things we can

open up that would be non-technical in nature but, again,
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would be sharing of information for a lot of our newer
staff. Another thing that we’re going to try doing is
videotaping the sessions.

So in addition to having the slides that would
be available on our KM Corner on the web, we’ll actually
be able to have a video. So again, staff that were not
able to attend it in person not only can go to the KM web
page, but they can also take a look actually at a video.
We are having a DRS counterpart meeting coming up in the
October time frame, and we’re going to actually float the
balloon out there and try videotaping that entire session
and -- again, to make it available.

MR. GWYNN: You ought to let your students set
up some videoconferences for you.

MR. CANIANO: They can do it by --

MR. GWYNN: Let’s do it cheap and easy.

MR. CANIANO: Exactly.

Any additional questions or comments regarding
that?

DR. MALLETT: Before Roy leaves us, another
area we're looking at, but we haven’t gotten too far yet.
I've talked to the industry reps and the vice presidents
of the plants and told them, Why don’t we get together;
you have seminars, and we have them; why can’t we share

expertise. And they’re game to do that; we just haven’'t
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figured out a way to structurally do it yet. But I think
that would be great if we could share those.

MR. MAYNARD: I agree.

Thank you.

MR. CANIANO: Okay.

MR. MAYNARD: I think we’re ready for Reactor
Oversight Process, Case Study One.

MR. GODY: The first case study under the
reactor oversight process is going to be conducted by John
Hanna. John Hanna currently is acting senior project
engineer in the division of reactor projects; his
permanent position is senior resident inspector at the
Fort Calhoun Station.

The Room that’s -- Room 403 does have a laptop.
And if you’re an NRC -- if you have NRC access, you can
check your e-mail.

MR. HANNA: Thank you, Tony, for that
introduction.

Can you hear me in the back?

(Pause.)

MR. HANNA: Okay. Great. As Tony said, my
name’s John Hanna; I'm the senior resident inspector at
Fort Calhoun Station. My intent here is to talk a little
bit about the ROP and how we used it during the Fort

Calhoun “mega outage,” as we called it, or, “the mother of

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

62

all outages.”

(General laughter.)

MR. HANNA: During the presentation, I will
touch briefly on the scope of the outage. I'm going to
use some pictures to talk about that. The outage, I would
say before I get going, was not the challenge to the
licensee that one would have expected. It was anticipated
that there would be a large number of issues associated
with the major components, namely issues with design,
fabrication, installation, testing. And also, that -- we
anticipated that the licensee would be challenged with the
number of contractors that they had. I think --

DR. BONACA: Could you describe briefly what
the mega outage was?

MR. HANNA: Well, that’s what I'm going to come
to.

DR. BONACA: All right.

MR. HANNA: Through the slides, that’s -- the
first topic that I’'ll cover is the scope of the outage.
And I'm going to describe exactly what they did. And
then, secondly, we’re going to get into right here, the
substantial cross-cutting issue, how that came out of the
outage, and then moving them to Column 3.

But if you will, hold that for just a moment.

DR. BONACA: Okay.

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

63

MR. HANNA: Those issues did not arise
associated with the major components and oversight of
contractors. Rather, the licensee’s performance during
the outage, and as was revealed during the outage, was
challenged in different areas and, as I mentioned,
resulted in these two items. Lastly, we’ll try to reserve
as much time as possible for your questions.

DR. BONACA: Can you move the microphone closer
to you, please?

MR. HANNA: Sure.

DR. BONACA: Thank you

MR. HANNA: 1Is that a little bit better?

DR. BONACA: No.

(Pause.)

MR. HANNA: Better?

DR. BONACA: Yes.

MR. HANNA: Okay. Great.

As I said, the first few slides are intended to
explain in broad terms the scope of the refueling outage.
One of the items that OPBD needed to be successful with --
and OPBD, by the way, is the licensee for Fort Calhoun.
They needed to clear room in the spent fuel pool to allow
full-core offload. Of course, with the major component
replacement, they had to do a full-core offload.

In order to achieve this, they had to complete
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their first ISFSI campaign, the initial ISFSI campaign.
Chronologically, it was the first major project to be
undertaken by the licensee.

As we can see here, these are the horizontal
storage modules. These are the canisters in which the
fuel went into. This is the transportation module. Over
here we see --

DR. BONACA: What is an ISFSI?

MR. HANNA: That was the ISFSI.

DR. BONACA: What is an ISFSI?

MR. HANNA: Independent Spent Fuel Storage
Installation.

As we see here, the new components are being
barged up the Missouri River. This was immediately prior
to their offload at the plant. Here you can see the
generators. Right here is the reactor vessel head, and
then right behind it is the pressurizer. In addition to
the replacement --

DR. SHACK: Now you probably understand a
little why the mega outage.

(General laughter.)

DR. SHACK: Those are all very major
components.

MR. HANNA: And that’s just a little portion of

what they were doing. Actually, my next --
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Thank you for the segue.

What I was going to mention was: Along with
those components, they also replaced the main transformers
and they also replaced the containment sump screens, so
with much larger cross-sectional area to address the NRC
bulletin on that issue. And by the way, these components
were shipped from MHI in Japan. So they had a very long,
tortuous journey to get here.

DR. SHACK: And these are combustion
engineering steam generators. Right?

MR. HANNA: That’s correct.

MR. MAYNARD: That’s a combustion engineering
plant.

MR. HANNA: That is correct.

Here what we’re seeing are -- one of the next
phases of the outage after the reactor was shut down.
Now, this is the Brock hammering of the existing
containment concrete in preparation for establishing the
equipment opening.

By the way, a couple of interesting items of
note. This platform that you’re seeing that these folks
are working on is approximately 50 feet up in the air.
Secondly, although the old reactor vessel head was in very
good shape, the licensee decided to replace it at this

time because they didn’t want to do this again.
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Thirdly, I would point out these voids that you
see right here. Remember those. I’'m going to come back

to that in the outage. These were voids as they were

punching through, and with this reinforcing bar -- and by
the way, just right there is the containment liner -- they
found voids in between these -- essentially, they’re like

two-by-fours. They’re reinforcing supports.

One of the questions that I noted that you all
had asked that we address is -- involved the training
toward the development of new inspectors. I’'m mentioning
this here because we had several relatively new inspectors
come to the site and assist us with our inspections. We
use the inspection program as a developmental opportunity
for these newer folks.

For example, when voiding was found in the
containment that I just alluded to, it provided
opportunities for folks with knowledge of civil
engineering and concrete pouring, et cetera, to help us
understand where the problems might be. And we in turn,
you know, indoctrinated them in sort of the NRC way of
doing things of inspecting. So it was a win/win. We
benefitted from their civil experience and their knowledge
with concrete, and they learned how to conduct
inspections, engage the licensee, et cetera.

MR. MAYNARD: How long did this whole operation
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take?

MR. HANNA: If I remember right, it was 89 days
and 23 hours --

MR. MAYNARD: So three months?

MR. HANNA: -- from start to finish.

MR. MAYNARD: Three months?

MR. HANNA: That’s correct.

MR. MAYNARD: That’s still incredible.

MR. HANNA: Yes. And that was actually ahead
of schedule. The licensee completed -- I believe it was
on the order of a day or maybe a couple of days ahead of
schedule, depending on which schedule you were looking at.
But --

MR. GWYNN: This was the biggest construction
operation at an operating plant that has ever occurred in
the United States.

MR. HANNA: That'’s correct. And it may also be
within the whole world. If you’re looking at the total
number of major components, I don’t think anybody has ever
done this before, ever.

So I would also point out here that Region IV
used a lot of operational experience from plants like ANO
and Turkey Point to inform our inspection planning and to
respond to issues when they arose, such as the containment

voiding that I was talking about, much in the same way
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that OPPD benefitted from the use of Bechtel as their
contractor, which had done many other major projects, we
benefitted from using operational experience from other
sites within our region and from outside our region.

Here we have a picture from inside containment.
Obviously, what you can see here is the reactor vessel had
and -- some ventilation, ducting, the polar crane, and
whatnot. I would also point out that, as you see these
folks working on top of the reactor vessel head, there’s a
headstand down below. Keep that in mind. That’ll be an
issue that I’1ll address later on.

DR. WALLIS: So this concrete has re-bar in it?

MR. HANNA: Yes, sir. There’s many, many
layers that --

DR. WALLIS: How do they re-attach the re-bar
when they’ve cut it out?

MR. HANNA: How do they attach it? They --

DR. WALLIS: How do they re-attach it to make a
continuous meshing --

MR. HANNA: Right.

DR. WALLIS: -- which is it’s intention, all
the way around?

MR. HANNA: They have a fusing mechanism. They
basically encapsulate the two ends of the re-bar. And I'm

not sure of the exact chemical, but it’s a magnesium-type
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off of --
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that?
MR.
DR.
DR.

DR.

WALLTS

HANNA: They flash-fire.
hotly and welds the --
SHACK: It’s a thermite
HANNA: I -- if you say
SHACK: It’s a thermite
HANNA: Sure.

SHACK: MIT students do
WALLIS: That’s right.
HANNA: Oh.

WALLTS:

SHACK: A long time ago,
CORRADINT:

69

: And they weld it up again?

(General laughter.)

MR.

HANNA :

It burns very

reaction.

SO.

reaction.

street cars to run

Do they still do

When did they last do that at MIT?

street cars ago.

And you weren’t expelled?

Now here, this is the second

portion of the presentation. I wanted

to talk about the

Fort Calhoun substantial cross-cutting issue.

As I alluded to before,

it was anticipated that

there would be lots of problems that would occur with

design fit-up of the major components,

especially given

the fact that this has been a problem for other licensees

and that this licensee had problems with the control of
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contractors during the previous outage. Counter-
intuitively, many of the problems that we did find were in
areas where the licensee had historically performed well.

And some of those issues, which resulted in
finding them in violations in the third and fourth
quarters, included an inadvertent pump-down of an intake
bay that resulted in it being pumped dry and having less
than the minimum number of raw water pumps that was
needed. Another example was over-pressurization of the
CVCS and HPSI piping when procedures were not followed.
And there were several other examples that I -- which I
won’t go into.

The common denominator for these issues was
human performance, specifically peer checking. When we
collected all of these findings at the end-of-cycle
meeting --

DR. WALLIS: I have a question.

MR. HANNA: Yes, sir.

DR. WALLIS: How do you over-pressurize HPSI
piping? I mean it’s already high-pressure piping, and
your pumps go to a certain level. How can you ever go
beyond that level?

MR. HANNA: Yes, sir. HPSI piping at or --
HPSI system at Fort Calhoun is what probably would be

considered an intermediate head system at, say, a
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Westinghouse facility. It’s about 1,400 pounds or so. So
what they were doing was pressurizing with the charging
pumps or actually positive displacement pumps. And that'’s
what caused it. That’s why it’s much higher than the
1,400 pounds.

As I was saying, the common denominator of many
of these issues was human performance. We did notice a
pattern or a trend between these findings. As the ROP
requires, we evaluated these findings against three
criteria in the manual, Chapter 305, and these were the
criteria that Bruce was alluding to earlier, and we found
that there was a pattern. The commonalities of these --

DR. MALLETT: John?

MR. HANNA: Yes, sir.

DR. MALLETT: Why don’t you reiterate what
those three criteria are?

MR. HANNA: Okay, absolutely. I have them
book-marked right here.

The three criteria are -- the first one’s
multiple green or safety-significant findings in the
assessment period with documented aspects of human
performance. In this case, at the end of 2006, they had -
- Fort Calhoun had 13 findings. So they certainly met
that criterion.

The second criterion was contributing causes
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had a common theme, collaborated by more than three
findings from one -- excuse me more than three findings
and from more than one cornerstone, except with mitigating
systems. We met that. There were four or five, if I
remember right, in the area of human performance with a
sub-aspect of work practices, self- and peer checking. A
lot of these findings and events I’'m describing here were
a result of self- and peer checking.

And lastly, the Agency has a concern of
licensee scope of efforts or progress in addressing the
cross-cutting issue. And that was also met. We did not
feel that the licensee had their arms around the issue, so
to speak. And as I --

MR. MAYNARD: Does the process -- I mean this
was a very large-scope outage. And a lot of it was being
done proactively. Some was required -- it was going to be
required at some point, but, you know, some proactive
measures being taken, and, yet, find additional issues in
a very complicated action. How does the reactor oversight
process kind of account for that, or does it just say, I
don’t care if you’re doing a thousand things or one thing
if you meet this criteriav?

MR. HANNA: With respect to human performance
or other cross-cutting issues, the ROP is -- it does not

care, for lack of a better word, what was done within that
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inspection year. It does not give credit for folks that
tend not to be ambitious and do extra things. So if -- I
don’t know. That’s probably not the politically correct
way to put that.

DR. MALLETT: Okay. John is done. We’ll go on
to the next one.

(General laughter.)

DR. MALLETT: That’s an excellent answer. I
would just add that -- I'm Bruce Mallett, again. I would
just add that at the mid-cycle and the end-of-cycle
reviews we do every six months, we sit around a table,
probably 15 to 20 of us, and evaluate this. And that
third criterion is the hinge pin. It’s, Do you have an
underlying concern.

And sometimes we’ll say, Well, we have a number
of findings, but when you look at what they did overall,
it doesn’t seem like it would be worthy of that. And I --
but that is a judgment call.

MR. HANNA: Yes.

Dr. MALLETT: And John’s right. It -- the
process loads it all in, but you have to have the people
sitting around making that judgment. That’s why that
third criterion is so important.

MR. MAYNARD: And I’'m not asking for your

answer in this case or what -- I just -- I do think that’s

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

74

important in the process, because we don’t want the
process to discourage people from doing things just to
minimize.

DR. MALLETT: Well, what I think is an
interesting dilemma --

And I'm sorry, John; I don’t mean to take over.

-- is the industry is pushing more and more
for less and less judgment. Well, my concern is that
third criterion is very, very important to have that
judgment. And essentially by them pushing, we’ve now
taken away the first criterion, and almost everything is
tagged with a cross-cutting aspect. And so it’s
interesting; I think there’s a balance there that needs to
be maintained.

So I'm sorry, John.

MR. HANNA: Oh, no. That was actually an
excellent segue, because where I was going with this was,
aside from meeting these three criteria, there were other
things that helped inform us on this third criterion or
that helped convince us that it was appropriate to give
them a substantial cross-cutting issue in this area.

Specifically, these issues involved only one or
two departments, operations and health physics. They were
very tightly defined. These occurred within a very narrow

window temporally, and all involved unusual plant
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configurations or undesirable consequences. So you take

these three criteria, and we met those. And the fact that

it was very tightly defined -- we had reason to believe
that -- essentially, it’s not data scattered all over the
place. This is a very narrow area.

I'm seeing some confused looks over there. Any
qguestions on that before I go to the next slide?

DR. WALLIS: Well, we’re confused about this
microphone problem.

MR. HANNA: I can just get rid of the mic and
just project if that’s better.

MR. GODY: I can --

DR. SHACK: In a larger question, I mean when
we looked at this cross-cutting issue, one of the concerns
was that everything would become a cross-cutting issue.
And in a larger sense, have you found that happening?

MR. HANNA: I don’'t know that I can answer
that, as this is more programmatic than a policy issue.

DR. MALLETT: At the risk of getting the
reverberation again, I’1ll turn this on. But I do think
what we found is that’s a definition of a cross-cutting
aspect versus an issue. I think that this study that Roy
Caniano’s doing as the lead for us will help us answer
that question. But I'm -- my --

DR. SHACK: Why does it sound as if we’re down
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to Criterion 3 that keeps us from going?

DR. MALLETT: Two and Three. Two is you have
to have a common theme. And some of them don’t have a
common theme in them. But Three is the major one, the
hinge pin. But I do see us driving towards cross-cutting
aspects in most of the cases.

There is a table we’ve done -- and I think Roy
has it -- of all the number of findings that were issued
in all of the regions. And you can see and look at last
year and the year before and this year on those that are
tagged. And the percentage is going up dramatically. But
we changed about two years ago our guidance to the
inspectors of how to tag something with cross-cutting
aspects. So I think we’re getting what we’re asking for.

And so my answer to your question is I don’t
see a trend of more issues; I do see a trend of more
aspects -- findings tagged with that aspect. Does that --

(Pause.)

MR. MAYNARD: Let’s go ahead and move on.
We’re running just a little bit behind schedule, and I
realize that we’re responsible for that.

MR. HANNA: Yes. And I have copies of the
inspection reports from the third and fourth quarters if
you’re interested in taking a look at those. And those

were the ones that flagged these others.
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Here we have the containment spray wvalve at
Fort Calhoun Station. This is one of two unigque AOVs at
Fort Calhoun that admit containment spray water to
headers. This valve is unique because it has a V-ball;
you can see it right here. 1It’s actually a sphere, if you
will, and it rotates on a spline.

That spline shaft results in dozens of
different possible configurations for this V-ball, and
this ball was installed almost exactly opposite of its
desired position during the spring 2005 outage and went
undetected for nearly a cycle. It was self-revealed
during the fall 2006 outage, when reactor coolant system
water became -- started raining down in containment as the
plant repositioned into Mode 5 and put -- and shut down
the cooling/heating chambers in service.

The safety consequences for having this wvalve
installed backwards were that it would virtually eliminate
any water being sprayed from that header for that train
and, secondly, if the licensee were to respond to an
accident which would not allow containment entry,
operators would have induced the LOCA themselves by
transitioning to shutdown coolant. Say they have a small
break load versus one -- they put the shutdown coolant
exchangers in service, and they’re stepping through it,

but this valve, being installed backwards, would then
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induce the LOCA, and that made the safety consequence of
this issue much higher.

By the way, I had also mentioned that there
were significant amounts of operational experience we used
when evaluating this issue. This is a problem that has
occurred with other licensees with these people.

We ultimately concluded that this was a white
violation, and this was the first white violation that was
finalized in the second quarter of 2007.

DR. ABDEL-KAHLIK: This valve is one of how
many?

MR. HANNA: There’'s two.

DR. ABDEL-KAHLIK: How do you know that both of
them are okay?

MR. HANNA: They did inspections, extended
condition inspections, when this condition was found to
verify that the other one was installed properly.

One of the issues that we have with the
licensee, if I can go back here, is that they didn’t have
a testing -- an adequate test to make sure that that was
installed correctly. If they had done a visual
examination; 1f, say, they had pressurized the line with
air -- obviously, you don’'t want to spray down the
containment with water to test the valve, but they could

tested it with air or any number of things they could have
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found that it was inadequate. They did check the operate
train before they went further.

That was -- the previous slide was the first
white. This is the second white. As you probably know, a
licensee reports safety system functional failures, and
the criteria for the green/white threshold is greater than
five. The performance indicator is somewhat different
from the others in that it relies on the reporting
criteria as specified in NUREG-1022.

During the second quarter, the licensee
reported two more safety system functional failures, which
took the PI white. And I can go into any of these
individual safety system functional failures. Remember
the reactor vessel head scan. I believe that was Number 2
and Number 3 along here. Basically, they found that
reactor vessel head scan was not seismically qualified.

So in a seismic event, it could possibly tip over and take
out both trains of RHR. That’s why that was included.

By the way, the quality of this graphic isn’t
exactly the highest. I had to ad lib this a little bit
because at the time that we created these slides for the
presentation, our public website had not yet been updated
with the new information.

So based on two white inputs, this caused us to

move the licensee to Column 3 of the action matrix. The
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actions taken so far by the Agency have been, as I
mentioned, moving them to Column 3, informing them with a
revised assessments letter of that action, and we told
them in that letter that we would perform a 95002
inspection and with the date to be determined.
Essentially we have to wait for the licensee to tell us
that they’re ready for that, and then we will schedule it.

Actions taken by the licensee. They formed a
performance improvement team, and they started developing
a plan and dialoguing with industry peers and started
talking about a scheduled date.

That is all I have for this presentation. I'm
happy to take any gquestions or comments.

DR. SHACK: Do they have their new sump screen
in place?

MR. HANNA: Yes. That is correct.

DR. SHACK: Has it been formally reviewed as
acceptable, or is it just there at the moment, and then
they’re still submitting packages on it?

MR. HANNA: I’'m not sure of what you mean by,
Formally reviewed. If --

DR. SHACK: Well, I mean if --

MR. HANNA: -- inspected by --

MR. MAYNARD: I don’t think any of the industry

screens have been accepted for Generic Issue 191 --
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MR. HANNA: 191. That’'s --

MR. MAYNARD: -- to put them in. But whether
they’re adequate or not still hasn’t been determined.

MR. HANNA: I do know -- that is correct. I do
know the licensee is still doing whole model testing of
the screens. Now, what they had installed was intended to
be a temporary fix to allow them to continue to operate
until the spring 2008 refueling outage. They had asked
for an extension, I believe, to do nothing essentially
until 2008 replacements. We said, No; we really need to
do something with this event.

This has been an ongoing issue. We’ve known
about it for a long period of time, and we --

DR. SHACK: They had a 60-square-foot screen.

MR. HANNA: They had the smallest screens in
the country, and they were a concern for the Agency. And
it was necessary in the Agency’s view for them to move
forward with a larger screen in the near term while they
were studying what was really needed in the long term.

DR. SHACK: Oh. So --

MR. MAYNARD: I think they planned to do more
later, depending on the outcome of the testing and
everything.

MR. HANNA: That’s correct.

MR. MAYNARD: But this was just an interim
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measure, not intended to be their final measure, as I
understood it.

MR. HANNA: That’s correct.

DR. MALLETT: Well, what they have done is --
they’ve increased their surface area. And that’s very
important to have that done at this point in time.

MR. HANNA: Right.

DR. WALLIS: I think it’s still in the same
place. Isn’t it? It’s just bigger, but it’s still in the
same location? 1Isn’t that --

MR. HANNA: That is correct.

DR. MALLETT: It still has the same entrance
into the sump; it’s just that they expanded out the path
before you --

DR. WALLIS: It’s not one of these things that
goes all the way around, though; it’s just much bigger,
but in the same place?

MR. HANNA: It starts to curve around --

DR. WALLIS: It starts to curve around at the -
- okay.

MR. HANNA: -- and it doesn’t make very large
of an arc, but it does start.

Sixty square feet you mentioned. That was
actually both screens, 28 feet individually.

DR. SHACK: Yes.
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DR. WALLIS: 1It’'s a small garbage can.

MR. MAYNARD: Okay. Well, we might want to
come back to some of these things, go through some other
case studies and stuff. I’'d recommend now that we go
ahead and move on to the ROP best practices.

MR. GODY: Okay.

Thank you, John.

MR. HANNA: Okay.

MR. GODY: Our next speaker will talk about ROP
best practices. His name is Michael Hay. Michael is the
chief of our reactor projects branch, and he has several
of our boiling water reactors in that branch.

MR. HAY: Well, good morning. My name’s Mike
Hay. Just to give you a quick background of me so that
you can maybe share with me my perspectives. I’ve only
been a branch chief now for about eight months; prior to
that, I was a resident inspector. I was at Cooper for
about three-and-a-half years, and then I was a senior
resident at Waterford for approximately four years, and
then I came to the region for a few months as a project
engineer and, as of January, became a branch chief.

So what I wanted to do real quickly this
morning, because I know we’re behind, is go over some of
the regional initiatives that are basically above and

beyond the oversight process as far as the procedures that
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inspectors use, try to talk about ways in which the region
gains consistency throughout our inspection efforts, the
way in which we share information relative to the
inspection process, and the mechanisms by which we
disseminate operating experience throughout the inspection
staff.

The first thing that I would like to talk about
is we have a program that’s called STARS, where we review
different inspector issues that are identified. And for
those issues that really demonstrate a unique type of
issue or an inspector that really had an interesting way
in which he found a particular problem, we write up what’s
called a star, and that star is then talked about to the
different inspectors. We have a board --

DR. SHACK: And STAR means what?

MR. HAY: Well, it’s a star. It’s like an
inspector’s star. It’'s --

DR. SHACK: So it’s not an acronym that means
something?

MR. HAY: ©No. It just means like, You are the
star of the day. And so we have a board that’s posted
where we have all of these stars, and we put them on the
website so that inspectors can go read them. And just to
real quickly go over how I believe these are effectively

used, going -- this process started back in 2002. Since

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

85

then, we’ve written approximately 80 stars.

Going back to one here in 2002, I'm only
bringing it up because I was involved in this one and I'm
familiar with it, but it deals with at Waterford. We
identified that they had a large section of ECCS piping
that was voided, and Waterford then went to investigate
that, and part of that led to other utilities finding the
same problem, such as Palo Verde.

We wrote that up as a star. Like I said, we
did find the same issue at Palo Verde. And then since
then, we’ve written a star in 2006 where, out at Wolf
Creek, the inspectors found voiding issues that were
similar. We also have had problems that were similar in
nature at Comanche Peak and Diablo Canyon.

So this is just one example where we not only
find a problem but we share that with others so that they
can go out to their sites and try to find similar
problems. We had --

DR. SHACK: So you’re communicating better than
the industry appears to be doing.

MR. HAY: Well, this is just another way to do
it, you know. There’s OE that goes out. There’s
inspection reports that go out. And this is just one more
way that we can share similar information and -- yeah. I
won’'t say it’s better, but it’'s --
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DR. SHACK: Well, I mean they still have the

voided piping?

MR. HAY: Correct. And that’s unfortunate, but
just that is true.

DR. WALLIS: Do you have a good handle of the
consequences of having a voided pipeline? Do you have a
good handle on what the consequences would be if the EECS
came on with a voided pipeline?

MR. HAY: Well, there’s a lot of -- well, first
of all, the answer to your question is it’s wvery dependent
upon the plant that you’re looking at. It’s dependent
upon the size of the void. 1It’s dependent upon the flow
rates of the systems.

DR. WALLIS: So presumably, you get transients,
which give rise to high pressures or something? And --

MR. HAY: Right. I mean, well, there’s big
studies that go on for each one of these voiding issues.

DR. WALLIS: So someone does the engineering
study?

MR. HAY: That’s correct. And, you know --

DR. WALLIS: Do you do that here, or does it
get done somewhere else?

MR. HAY: Well, I can give you a “for example,”
because it varies. Out at Palo Verde, when that voided

piping was identified, they first of all tried to have it
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modeled at like a university using a very small-scale
piping. They also had a contractor try to analyze the
condition, and they weren’t getting the exact same type of
results. So they then went to a larger-scale model and
ultimately went to a full-scale model. And it took them
about --

DR. WALLIS: So it’s a research project; it'’s
not as if you know how to evaluate it right away?

MR. HAY: Well, right. I mean there’s basic
tools that we use, but each time you run into a voiding
issue, those tools are somewhat limited, and it does take
a lot of work to --

DR. WALLIS: So it might be some years before
you know what the consequences might have been?

MR. HAY: Well, at Waterford, it took them only
about two weeks, because they had a contractor who already
had their piping system modeled, and they could easily do
it. At Palo Verde, it took them about a year. So it'’s
really dependent upon the specifics at each site. One
other method of --

DR. WALLIS: I was just thinking that the
punishment should fit the crime. But if you don’t know
what the crime is, then how do you decide what the
punishment should be?

MR. HAY: Well, I mean at Palo Verde, we
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determined that -- that issue came out to be yellow, which
was, you know, definitely more important to safety than
what we found at Waterford, where we found out that that
issue was green. But again, the --

DR. WALLIS: So it’s still a voided pipe, but
the consequences are what determine whether it’s yellow or
green?

MR. HAY: Right. I mean just to give you an
example, at Waterford, the voided condition was about 15
to 20 cubic feet. And at Palo Verde at all three units,
their voided condition was around 125 cubic feet. And at
Palo Verde, the flow rates were twice as high, which means
that there was more propensity for that air to get sucked
down to the suction of the pumps whereas at Waterford,
that air would basically linger up at the high end of the
suction piping and not be --

DR. WALLIS: Oh. So one consequence would be
the pumps would not work then?

MR. HAY: Correct. And that was the issue at
Palo Verde. And we determined the pumps could possibly --

DR. WALLIS: So it’s not a pressure transient
that you’re worried about; the worst thing would be at the
intake end and the voiding when the pump is sucking the
air?

MR. HAY: Well, it all depends on where the air

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

89

is at.

DR. WALLIS: Right.

MR. HAY: But yeah. If it’s on the suction,
it’s typically the pumps. If it’s on the discharge, it’s
typically a water hammer event.

DR. WALLIS: Right. So there’s plenty of
thermal hydraulics in this?

MR. HAY: Excuse me?

DR. WALLIS: I say there’s plenty of thermal
hydraulic consideration in these

MR. HAY: Oh, definitely.

DR. WALLIS: Okay.

MR. HAY: Definitely.

Moving on as quickly as I can, one other
vehicle that we use is called a resident inspector
counterpart meeting. Basically, twice a year for three
days, we get the residents and the senior residents all
together here in the region. Matter of fact, we work
right here in this room. And we not only do training and
things that are required, but, more importantly or just as
important, we also share experiences.

And we do what are called site capsules. Where
some important event or a very technical issue was
identified, we’ll have that resident or senior resident

that was involved spend about 15 or 20 minutes and go over
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the details of that event or of that issue as a way to
share those experiences.

We also do what’s called an inspector
newsletter, which most of you are, hopefully, familiar
with. And it’s not just a Region IV product. It’s a
product that all the regions contribute to, including
headquarters. And, you know, for those of you that don’'t
know what it is, it’s -- basically, it looks like this,
and it was developed really for the inspection staff, and
it’s another vehicle by which we share best practices and
good inspector insights that have identified problems.

And just for example, this latest newsletter,
again -- we have a write-up here that deals with Palo
Verde and basically how they’ve gone from a plant that was
thought of as having a pretty good safety record, but then
it has changed over the past couple of years. And there’s
a write-up here on basically what has caused that change,
what types of issues were identified and what kind of
concerns did the NRC have, and what was the importance of
all the different inspections that took place for the NRC
to assess that. So that’s in there.

There’s also another write-up that deals with
voided piping that was found at Comanche Peak. And this
write-up even talks about, you know, These concerns were

found at Palo Verde, and this licensee didn’t use that OE
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very effectively to basically identify almost the exact
same problem. So that’s another vehicle that we use to
share information.

MS. BANERJEE: How often are these issued?

MR. HAY: I’'m sorry, ma’am?

MS. BANERJEE: How often are these issued?

MR. HAY: Oh.

MS. BANERJEE: These things.

MR. HAY: Yeah. The Stars are issued basically
every time we do an inspection or every time we -- it’s
like a living document. So you could see a star come out
any time. The newsletter -- that comes out quarterly.

MS. BANERJEE: Okay. Thank you.

MR. HAY: You’re welcome.

We also every day have what we call our morning
meeting, and that’s at ten o’clock in the morning. We
have DRP and DRS division directors typically there or
their designees. We also have the branch chiefs for DRP
and DRS. And the purpose of that meeting is to go over
plant status at all of the sites and talk about issues
that are happening that day or that week. And it helps us
utilize the experience of that collective group.

DR. WALLIS: So you need that every morning?

MR. HAY: Every day, Monday through Friday.

That’s --
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DR. WALLIS: Are there some days when there’s
nothing to say?

MR. HAY: Even those days. But those days
rarely happen.

(General laughter.)

DR. WALLIS: A good day?

MR. HAY: Right. Some days are better than
others. That’s for sure.

One other thing that we do during --

MALE VOICE: And that is also participated in
by the headquarters?

MR. HAY: That’s correct.

One other thing that we do -- and we do more,
but I'm bringing up one more thing. Every other Tuesday,
we discuss focus areas and technical issues at each one of
our sites. And basically, we put together like -- this is
Palo Verde’s. And at Palo Verde, we have a focus area of
human performance and PI&R, which is reflective of the
substantiative cross-cutting issues that they have.

But we also have focus areas that basically key
people in on, What are the challenges that the NRC sees at
that site. And I guess, just to give you some
perspectives, we see challenges with respect to schedule
pressures; that effects human errors. We see problems

with the effectiveness of their performance improvement
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plan with respect to engineering activities.

And then we have technical issues that deal
with specific component-type problems, whether it be
pressurized reheater failures, a spray pump-type problem,
spray pond-type problems Borg-Warner check valve problems.
And I guess the reason I'm bringing this up is every other
Tuesday, we talk about these things collectively and make
sure that we understand, Do we have our resources applied
where they need to be applied; do we still have a concern
with this issue, or has it been resolved. It’s just a
good way for all of us to be on the same page with respect
to all of our sites.

DR. MALLETT: Mike, why do we do this? Why do

MR. HAY: That’s a Davis-Besse “lessons
learned” activity where we’re basically -- and I don't
know the specifics on what happened in that region, but
this is our way to try to keep informed of problems that
might seem small but problems that aren’t fixed. We keep
track of these technical issues, and they don’'t fall off
of this until they’re resolved or we’ve understood them.

And then the last thing I want to talk about
is -- and we’ve already touched on this briefly, but it’s
our use of operator experience, operating experience. You

know, the NRR does have a website where they post this
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sort of information, and our inspection staff does
actively use it.

But I will say in addition to that source,
headquarters’ OE group does communicate with one of our
regional technical support staff. And every day, he comes
to that ten o’clock meeting and shares with us new OE that
comes out. And that’s where we decide, Do we need to get
this out to the staff right away, or do we need to look at
it internally more. And again, it’s just a way for us to
get that information out to the right people that can
effectively use it.

That’s really about all I wanted to say, with
the exception of this here. This is another inspection
tool that is really valuable especially for the new
inspectors.

This little booklet is called, “The NRC
Inspector Field Observation Best Practices.” It was put
together by a group of NRC folks back in November of 2005,
and basically, it just goes through and talks about all of
the different facets of being an inspector, things to look
at, whether you’re looking at fire protection issues,
whether you’re looking at gauges or whether you’re looking
at control room observations.

It really gives you just some fundamental

things that we know are important for them to look at on a
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daily basis, because, you know, typically, when things are
different than what they were in the past, there’s a
reason for why they’re different, and they need to
understand those reasons. And these tools really focus on
those sorts of fundamentals.

DR. MALLETT: Mike, if I could add, that tool
was created by the inspectors as a way of sharing their
knowledge with the less experienced inspectors.

MALE VOICE: Could you pass it through so we
can give it a look?

MR. HAY: Well, that’s a good question. Can we
get them a copy of that?

MR. GODY: Yeah. We’ll try to. It’'’s also
available on the NRC web page.

MR. HAY: That’s correct.

DR. SHACK: And could you locate it a little
bit more precisely? I’ve had difficulties finding things
on the NRC web page.

MR. GODY: Well, we’ll get that for you.

MR. MAYNARD: And recognize we’re not at our
NRC offices full time.

MR. HAY: Right.

MR. MAYNARD: We'’re not there all the time.

MR. HAY: We’ll try to get you a copy of that.

MR. MAYNARD: Okay. I’'ve got a follow-up.
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When you put STARS up there, I thought you were going to
identify the best practices of the six plants in the
Strategic Teaming Resource Sharing. But I understand now
what you were saying.

It’s time for a break. Let’s take a break
until 10:30, and then we will start back with a case.
Thank you.

(Whereupon, a short recess was taken.)

MR. MAYNARD: Okay. 1I’'d like to go ahead and
call the meeting back to order. And I believe the next
agenda topic is Reactor Oversight Process’ Case Study
Number Two.

Mr. Walker?

MR. WALKER: That’s correct.

My name is Wayne Walker, and I'm going to
present the Case Study Number Two. This -- I'm a senior
reactor project engineer in Region IV here, and the plants
that I have oversight of are Grand Gulf, Cooper and River
Bend. The plant I’1l1l be talking about today is Cooper.
This is the case study that is going to be presented.

Just as a little background, Cooper was the
first plant in our region that really, I guess you could
say, fully exercised the reactor oversight process. The
reactor oversight process went into effect in the late

‘90s/early 2000 time period, and Cooper actually got into
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this process fairly heavily in around the 2001 time
period.

So first I'd like to go into how the oversight
process increased on Cooper. In April of 2002, Cooper
entered what we call the multiple/repetitive degraded
cornerstone column of the action matrix because of a
degraded emergency preparedness cornerstone that existed
for more than four quarters.

What prompted this was that they had four white
findings in emergency preparedness over a period of one
year beginning with the fourth quarter of 2000 and going
through the third quarter of 2001. These findings
involved -- one, they had a failure to recognize a
degraded core during an emergency exercise, and they
failed to identify this failure during an emergency
critique. They also did not take effective corrective
actions for underlying performance deficiency and failing
to recognize that degraded core.

Also, they did not make timely off-site
notifications following an alert declaration as a result
of a fire in a potential transformer. And then lastly,
when they were staffing their emergency response
facilities during that event, they didn’t -- they weren’t
able to do it within the required time following the

declaration of the alert. And that’s the four issues that
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actually got them into the repetitive degraded cornerstone

position.

DR.

MR.

MR.

DR.

MR.

WALLIS

WALKER

MAYNAR

WALLIS

MAYNAR

you probably meant, C

: You said, Degraded core?

: Degraded cornerstone.

D: Cornerstone.

: Okay. I'm trying to --

D: In fact, you said, “Core,” but

ornerstone.

MR. WALKER: Well, one of the issues was that

they failed to recognize a degraded core during an

emergency exercise.

That was one of the white findings.

DR. WALLIS: A degraded core?

MR. WALKER: Yes.

DR. WALLIS: What does that mean? A degraded
core?

DR. CORRADINI: In simulation.

MR. MAYNARD: In simulation, meaning --

DR. WALLIS: It’s only a simulation; it’s not a
real thing?

DR. CORRADINI: Right.

DR. WALLIS: Okay. Well, thank you. That’'s --

MR. WALKER: I'm sorry.

DR. BONACA: That’s why we call it an exercise.

MR. WALKER: In the bullet I have up here, the
95001 -- if you’re familiar with the reactor oversight

NEAL R. GROSS & CO., INC.
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process, the 0305 manual chapter. So basically what we
did is -- we went down a path of -- our initial inspection
involved a 95001, which was for some of the first issues.
And once we did that inspection, we determined that we
didn’t feel the licensee had adequately addressed and with
enough depth the corrective actions necessary to preclude
this happening again.

So basically, we went out and did a 95002
inspection and came back with similar results. And then
after they had these four findings and were in the
repetitive degraded cornerstone, we went out and did a
95001 inspection.

The licensee put together a fairly extensive
improvement -- they called it a strategic performance
improvement plan -- that we inspected during 95003. And
basically, from that inspection, we came back and said
that we didn’t feel that they had done an adequate job and
had enough depth in that strategic plan to fully address
all the corrective actions necessary.

And specifically, we pointed out -- there were
six different areas we pointed out, some of them being the
reliability of safety systems, personnel errors,
implementation of the emergency plan, and quality of
engineering, training and maintenance activities. It'’s

pretty much across the board.

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

100

DR. BONACA: Now, the 95003 is an actual safety
culture inspection. Right?

MR. WALKER: Well, it wasn’t at this time. At
this time, it -- that was before safety culture was even
in the program.

DR. BONACA: Oh, I see.

MR. WALKER: And that’s kind of what --

DR. BONACA: So this was before --

MR. WALKER: Right.

DR. BONACA: -- those changes were
implemented?

MR. WALKER: Exactly.

DR. BONACA: Okay.

MR. WALKER: So the 95003 then was basically
for the white findings they had and for being in the
repetitive degraded cornerstone.

And what we did following that. Basically, we
came back and -- they revised their strategic improvement
plan, and we went out and looked at that again. And then
in January of 2003, per the program, we went ahead and
issued a confirmatory action letter to Cooper, which
basically said, We see that you need improvement in these
six areas, and we want you to follow through on your
improvement plan.

There had been a long history with Cooper of
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having difficulty following through with improvement
plans. And as an Agency, we felt like that was the proper
thing to do, to issue the confirmatory action letter, as
allowed by the 0305 process.

So they started down this road. Their
strategic improvement plan had about 270 actions, and we
determined that we would -- it looked like probably we
could do about six quarterly inspections to try and close
out these actions. So they went down a path of starting
to do their corrective actions, and we went out and
inspected on a quarterly basis their corrective actions.

One interesting thing that happened during this
process was as we got about halfway through the
confirmatory action letter closeout, they actually were --
they actually addressed all the issues in the EP area, the
white findings in that area. And per the 0305 process,
they could have reverted back to a level of oversight that
would be under the regulatory response column, but -- and
this is allowed by the program -- we asked for what we
call a deviation from the program from the action matrix
and got approval from NRR to go ahead and maintain our
regulatory oversight at a level that was considering them
to still be in a repetitive degraded cornerstone. And we
continued that for another year-and-a-half.

Next slide. The -- basically, we considered
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that the ROP was used successfully. We did go ahead and -
- like I said, we did six quarterly inspections. We
looked at the -- examples of the areas we looked at were
the human performance, equipment reliability, their
corrective actions and their engineering programs. And we
went ahead, and they made a request for us to close the
CAL on September of 2004. And then in January of 2005,
during a public meeting, we went ahead and closed the
confirmatory action letter. And at that point in time,
the second quarter of 2005, NPPD returned to the licensee
response column of the action matrix.

I guess just a little background just to give
you some idea on those six quarterly inspections.
Typically, we had six to eight inspectors on those
inspections, and we pretty much used a broad range of
inspectors. We tried not to use the same inspectors on
each inspection, but maybe one or two of the same
inspectors just to get oversight of their program.

DR. WALLIS: When you held the public meeting,
did you get input from the public? I mean did they get
reassured by what you had done, for example?

MR. WALKER: Yeah, I believe so. We didn’t --
there was not a lot of comments from the public.

DR. WALLIS: Not a lot of comment?

MR. WALKER: No. Early on in the process, the
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tendency to -- I should have mentioned this, too. After
each quarterly inspection, we did a public exit, also, at
the site, just -- not at the site, but just near the site,
in Brownville, which is a couple miles from the site.

And typically, early on in the process, we had
more public participation; as we progressed through, there
was less. But there was typically probably 30 people at
the meetings, maybe 40, mostly licensee individuals.
Typically from the public, we might get five or six
people. And also early on in the process, there was some
discussion about the plant possibly shutting down. And at
that point in time, there was a large amount of public
interest.

Last slide, Brian-?

I guess just for some conclusions on what we
learned going through this process. This was, like I
said, the initial plant in the region that we went through
that, I would say, full exercised the reactor oversight
process. One of the things we learned was that the CAL,
the Confirmatory Action Letter, was a good tool for
dealing with the licensee and, also, them being able to
close out issues with us. It was a very methodical,
organized, step-through process, and we were able to use
that effectively.

I think also we learned that the ROP process is
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flexible. When you look at how we were able to issue the
deviation memo to maintain oversight at a level that
allowed us to still regulate them at a higher level than
actually the ROP called for, I think that was effective,
and it also was necessary.

And I guess what worked well. Like I said, I
think that the CAL was a good idea. One of the things we
did is -- we designated a single team leader for the
quarterly inspections. And that gave continuity to our
inspections and to our efforts and allowed us to maintain
that throughout the process.

If you look at it, the process took about
almost three years to really close out the CAL. So it was
a fairly long process. And also, by having a designated
team leader, it allowed him to be able to train the
individuals that were going on the inspections and give
them a history of what had gone before, what the strategic
improvement plan consisted of -- it was a huge document --
and allowed him to step those inspectors through, you
know, how that was organized and what we were going to be
closing out and what we were looking at during the
inspections and what had gone before.

And also, I guess what maybe did not work so
well is -- it just kind of gives you an idea that this

process can get very drawn out. And it is very much based
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on the licensee being able to close issues out, and it
does take a lot of time for us to go out and inspect, and
it’s very resource-intensive.

So in a region of approximately 160 people,
that’s a lot of resource to take away every quarter to go
do inspections in addition to the other inspections you’re
doing as a region. So we did draw on other regions some,
but mainly we did it with our own region personnel.

DR. BONACA: I have a gquestion. Was -- you
said that the procedures that you used, 95001, -2 and -3,
were before the changes for safety cultures were
implemented. The question I have is, How different would
have been what you went through and the process and the
results if you had used the new procedures where the
safety culture changes are implemented and in effect?

MR. WALKER: Right. I anticipated this
guestion, and I don’t have a good answer for you. I don't
know if Linda might --

Linda?

Linda does a lot in the safety culture. I
thought I might let her try and answer that question.

DR. BONACA: Okay.

MS. SMITH: The latest safety culture
initiative really added on opportunities for the licensee

to do their own safety culture assessments and, also, for
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us to assess that effort. And so the first part’s still
the same. So the things that he worked under, that
program with the CAL, that’s all still in place and could
be used that way. But they added the safety culture
assessments to the 95002 and 95003, and I’ll talk a little
bit more about that in my presentation.

DR. BONACA: Okay. Thank you.

MR. WALKER: I think you were --

DR. ABDEL-KAHLIK: What is the cost to the
licensee of maintaining a higher level of inspection than
what’s called for?

MR. WALKER: Well, we charge our hours based on
inspection hours. So I don’t have the exact numbers. I'm
sure we could probably get those. But it’s a wvery high
cost if you consider we did six quarterly inspections,
there were six individuals to eight individuals on each
one of those inspections, and they were week-long
inspections. Plus there was some preparation, a week, and
documentation, a week, for each one of those.

So a minimum of about 18 weeks of inspection
effort in addition to what we would normally do. I mean
that’s above and beyond the baseline program.

MR. MAYNARD: These have significant impact on
both the licensee and the NRC.

MR. WALKER: Correct.
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MR. MAYNARD: It takes resources away from the
NRC that may otherwise be used for other things. And for
the licensee, not only the hours are paid for, but, you
know, they have an equal or just as much effort within
their own staff of getting things ready for these, and
stuff. So it’s an impact for both.

MR. WALKER: Yeah. It’s a huge burden on the
licensee to prepare, also. That'’s correct.

MR. WERNER: The current 95003 has
approximately 2,500 hours of what we call direct
inspection activities allocated.

MR. MAYNARD: And you need to identify
yourself, too.

MR. WERNER: I'm sorry. I'm Greg Werner; I'm a
senior project engineer and have oversight for Palo Verde.
I'm assistant team leader for the upcoming 95003 at Palo
Verde.

The current 95003 procedure has approximately
2,500 hours of baseline inspection. Of that, NRC added
approximately 460 hours of baseline inspection associated
with the safety culture portion.

So we’re going to have four dedicated
inspectors looking at safety culture aspect impact on
plant performance of Palo Verde. So that -- again, 2,500

hours is probably double that for preparation and
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documentation. So probably a total of around 5,000 hours
of inspection effort will be expended just alone on the
initial 95003 inspection at Palo Verde.

DR. BONACA: So on 95001, you’re looking at a
narrow area typically of repeated events in the same type,
and then you open it up to 95003, where you’re saying, We
are concerned about your safety culture, which is much
broader, and we’re going to look at it. How do you get to
that step wise? I mean is the region involved in also
make the decision that you have to go from 95001 to 950037

MR. WALKER: Yeah. The way we did that -- I
mean I don’t -- Greg can talk about Palo Verde.

MR. WERNER: Go ahead.

MR. WALKER: But at Cooper, the way it worked
was that the 95001 -- once we came back from that
inspection, we didn’t feel that they had done effective
corrective action.

DR. BONACA: Okay.

MR. WALKER: So that caused us to go to -- and
then on top of it, they had additional issues that came
about during that time period. So then we went to 95002,
and then we still didn’t think they had done adequate
corrective action. So then you get to 95003, and it
pretty much -- at this point in time in the process, that

broadened it. And then we said, Yeah, there’s a whole
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programmatic.

DR. BONACA: So the licensee understands well
why you’re going from --

MR. WALKER: Yeah. It’s very clear -- it’s
clear to them, I believe, vyes.

DR. BONACA: All right.

MR. WERNER: Just to expand on what Wayne was
saying, in Manual Chapter 0305, if you look at the action
matrix, it’s very well laid out as far as what violations
or what findings drive them into the next column. So
again, as we’ve said before, it’s a graded approach to
performance.

MR. WALKER: Yes.

MR. WERNER: So as their performance declines,
we’ll put more NRC resources as far as inspections. Of
course the 95003 then looks at all essentially site
processes to see what caused the degradation in
performance. We’re not just looking for equipment issues;
we’'re looking much broader than equipment issues.

MS. SMITH: But it circles back around to the -

MR. MAYNARD: You need to talk into the
microphone. I’'m sorry.
MS. SMITH: The action matrix that he just

passed out -- that was in place while he was doing the
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Cooper effort. But the evaluations of the safety culture
and the ability to require the licensee to do a safety
culture assessment -- that’s something that happened
later. And before -- but they’re beginning to do it now
for the first time in the Palo Verde area.

MR. WERNER: Yes.

MR. GODY: For the record, that was Linda
Smith.

MR. CHAMBERLAIN: This is Dwight Chamberlain.
I just wanted to comment on your question about, you know,
if we had applied the new process to Cooper. I think
time’s going to tell. We’re going to apply this new
process for the first time at Palo Verde. So we’re going
to do just like we did with Cooper, and we’ll have lessons
learned from that, and we’ll probably need to make
adjustments to the program after that. So I think time’s
going to tell how well it’s going to work at Palo Verde.

DR. BONACA: Okay.

MR. MAYNARD: Did you run into much problem in

trying to determine, What does it take to close out -- I
mean the performance doesn’t have to be perfect. So there
are going to be some issues still in underlying -- what
does it take -- how do you know when you reach a point

when it can be closed? I’'m sure that was a challenge.

MR. WALKER: That’s a great point. I mean we
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really -- we struggled with that. Obviously, you can
imagine the licensee was putting a lot of pressure on us
to say, Hey, we’ve done enough, you know; when’s enough.
And we came to the consensus that it was enough, you know.
And that’s -- we made that decision. But yeah, it’s a
subjective call.

I mean we look at the -- obviously, we ensured
that all of the action items were closed out. That was
one of the things we looked at. And then one of the --
when they first came to us, that was one of the things --
we didn’t feel they had adequately closed some of those
action items. And we said, Hey, you know, you need to go
back and relook at a few of these areas. And they did
that. And that eventually led to a closure.

MR. CHAMBERLAIN: I mean I thought it was
interesting that we did close out the CAL with
substantiative cross-cutting issues still existing.
Right? And we acknowledged that they still had
performance issues, but we took them out of the increased
oversight except for those substantiative cross-cutting
issues.

MR. WALKER: That’s right. That’s correct.

MALE VOICE: Okay. If there are no more
qguestions, let’s go ahead and move on to the next topic

here, Reactor Oversight Process Case Study Number Three,
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with Mr. Warnick.

Thank you very much.

MR. WALKER: Thank you.

MR. WARNICK: Thank you. My name is Greg
Warnick; I’'m the senior resident at Palo Verde. I was
actually assigned there in 2000 as the resident inspector,
and then in December 2004, I was promoted to the senior
resident inspector. So I’'ve been there a number of years.

I'd like to talk a little bit about just some
of their historical performance. Like I said, I’ve been
there a number of years. And I’'ve seen them progress from
one of the industry leaders to the point where they are
right now.

MR. MAYNARD: Progress may not be the right
word.

MR. WARNICK: Decline.

I'd like to talk a little bit about their
current performance and our current assessment and then
some of the value added that we’ve had through the revised
oversight process.

Palo Verde has had a good reputation as one of
the industry leaders in past years. In fact, they talked
often about their ten years of excellence, and that has
celebrated in part their ten years as an INPO 1 performer,

as well as numerous industry records that they had set
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over that performance period.

Plant performance for 2003. It was within the
licensee response column of the action matrix. And I see
we were just handed a copy of that action matrix. We're
going to talk a little bit, as I talk about Palo Verde
performance, how they transitioned from the licensee
response column to where they currently are, in the
repetitive degraded cornerstone column.

DR. CORRADINI: Licensee response, just to get
my colors, that’s green?

MR. WARNICK: Well, it’s really not a color
associated with it. What it means is the level of effort
and regulatory oversight is under the basic baseline
inspection program. So we implement the baseline
inspection, the licensee is a good performer, and they can
correct their problems, and we don’t have issues
associated with that.

As we identify findings, as well, illustrated
here with the Palo Verde case study, depending on the
finding and the significance of it and, you know, what
cornerstone it’s related to, they can transition to have a
higher level of regulatory oversight.

NRC oversight at Palo Verde has identified a
declining licensee performance starting in 2004. A large

number of event-driven plant trips and power reductions to

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

114

deal with emergent issues occurred; many of the issues
involved latent organizational and programmatic issues and
degraded plant equipment. The number of inspection
findings increased from five in 2003 to over fifty in
2004.

The most safety-significant issue began to
develop in mid-2004 when the resident inspectors at
Waterford identified an issue involving a section of
containment sump ECCS piping that was void of water during
power operations. In fact, Mike Hay, who spoke to you
earlier -- he was the senior resident at that time who
identified that. They identified that that voiding water
could have a potential impact to that system since it
hadn’t been previously analyzed or tested.

When Waterford contacted the other combustion
engineering plants in the industry to alert them of a
potential design problem, that word reached Palo Verde.
Analysis of the issue revealed that the condition
presented a significant challenge to the emergency core
cooling system of Palo Verde, and, consequently, we
performed a special inspection. That special inspection
did result in findings.

In April 2005, we forwarded a letter concerning
the final significance determination of a yellow

inspection finding in the mitigating systems cornerstone.
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That finding involved a significant section of piping --
Mike Hay, in fact, told you what size that void was -- at
the sump suction for the suction of the ECCS pumps. It
was identified that that void of water actually existed
since 1992. So it was there for many -- a large number of
years, all the way until 2004, when it was identified.

The voided section of piping had the potential
to prevent the fulfillment of safety function following
the loss-of-coolant accident. In May 2005 --

DR. WALLIS: When you say it had the potential.
Did it -- how serious was this potential?

MR. WARNICK: Well, it was a -- yellow
significance is what we determined it to be.

DR. WALLIS: Was there some sort of an analysis

performed to show if the pump would work or not?

MR. WARNICK: Yes. There was extensive
analysis. I heard Mike Hay talk a little bit about what
the licensee did. They did some small-scale mock-ups all
the way until they did a full-scale mock-up. We evaluated
that through our significance determination process. We
held enforcement conferences. And together with our
probable risk assessment, we determined that it was of
yellow significance.

DR. CORRADINI: So if you could just -- if it’s

not too much time off your schedule. So since 1992, what

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

116

was -- there was a blockage or there was a partition? I’'m
not exactly sure what --

DR. WALLIS: There was air in the intake pipe,
right, to the sump pump?

MR. WARNICK: Yeah. Actually, the way this
developed is Palo Verde -- you see discussed here a 50.59
violation at the top. That was associated with the
licensee consciously making a change to their procedure,
without prior notification to the NRC, to maintain a
section of pipe dry. And that --

DR. WALLIS: Oh. So they consciously did it?

MR. WARNICK: That’s right. And the reason was
every 18 months, they have to cycle these valves for in-
service testing and, as they do that, the section of water
that was at the suction of the pump just at the
containment penetration would dump back into the
containment sump itself, and that would create a
housekeeping issue where they’d have to go in every outage
and clean it all up. And to eliminate that hassle and
that housekeeping problem, they said, Well, why don’t we
just keep it dry.

They didn’t, obviously, do a very good analysis
of that decision, partly in which we identified the
Severity Level III 50.59 violation. And since that point

in 1992, they consciously maintained it void of water for
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a number of years.

DR. CORRADINI: So just one last question,
because -- it has to do with geometry details. So during
an accident situation, it was not concluded that that
would refill naturally itself by essentially flow-down and
other ECCS discharge into the sump?

MR. WARNICK: That'’s partly what they believed.
They believed as an accident occurred, water would drain
into the sump and then slowly fill up that section of
piping. However, once we identified the issue in 2004 and
they started to do the analyses and the mock-up testing,
it became apparent that that wasn’'t the case.

DR. CORRADINI: So it would have created
essentially a void space that would not have been filled?

MR. WARNICK: That’s right. And as Mike Hay
talked about, that void was shown to have a probability of
reaching the suction of the pumps and causing a safety-
significant issue.

DR. SHACK: Now, did the NRC know that that was
voided, and you only became concerned after the Waterford?
Or how was it discovered?

MR. WARNICK: It was discovered through
Waterford asking about that situation. I personally was
not aware that it was maintained dry. That was news to me

as that issue came up. A lot of the people on site knew
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it was voided, but, because it had been that way for so
many years, they understood, as you suggested, that, Hey,
the water would fill it up, and it’s not going to be an
issue.

DR. CORRADINI: So if staff knew, you probably
would have come to the same potential judgment without
testing? Is that kind of what I just heard?

MR. WARNICK: I can’'t say that. If I just --

DR. CORRADINI: Not knowing any better, I guess
I would have immediately assumed that unless there’s some
peculiarity about the geometry and how it fills.

MR. WARNICK: Yeah. That’'s why Mike was
talking about some plants -- you know, it depends on the
design and the arrangement of the piping, the angle of the
piping and so forth -- how that’s going to happen. And
that was the assumption the licensee took as they made
those changes to their procedure.

DR. WALLIS: Now, does that mean that they
didn’t run the pump for 12 years?

MR. WARNICK: Well, they did. But typically --

DR. WALLIS: Well, what did they -- how did
they run it if there was air in the line?

MR. WARNICK: Yeah. This is talking about the
containment sump suction --

DR. WALLIS: Yes.
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MR. WARNICK: -- which is taking the suction
on the sump as it fills up with reactor coolant from a
loss-of-coolant accident.

DR. WALLIS: Right.

MR. WARNICK: When they run the pump, their
suction source is typically from their refueling source.

DR. WALLIS: So they bring the pump water from
somewhere else?

MR. WARNICK: That'’s right.

DR. CORRADINI: There’'s a valve between that
and the pump, and they run it on recirc?

MR. WARNICK: That’s right. That’s where the
initial supply of water comes from in a loss-of-coolant
accident. And then eventually when the containment fills
up, there’s enough water to take the suction --

DR. ABDEL-KAHLIK: Is there a bigger issue
beyond, you know, the voiding of a section of pipe which
relates perhaps to the adequacy of analyses performed by
licensees in support of 50.59 modifications?

MR. WARNICK: Yeah. And that was the nature of
the violation here. And that’s a good point for me to
continue on through this, and I can illustrate some of
that.

We did give a violation for Severity Level III.

And that required the licensee to take actions. And in
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fact, they recognized that there were some weaknesses in
their approach to those types of analyses and the rigor
that goes into them.

DR. ABDEL-KAHLIK: But not just that particular
licensee, but in general, how would you sort of confirm
the adequacy of analyses performed in support of 50.59
modifications?

MR. WARNICK: Well, we confirm that through our
day-to-day inspection activities. Part of our baseline
inspection process is -- we look at temporary
modifications, permanent modifications and plant changes.
And as part of those reviews, we look at the adequacy of
the 50.59 evaluation that takes place. And we as the
inspectors make those determinations as to whether or not
their program is sound to look at those kinds of things.

MR. MAYNARD: There are also periodic team
inspections that are very focused that will take a slice
and do a very serious -- and take a look at the 50.59 and
other evaluations --

MR. WARNICK: Absolutely. And those --

MR. MAYNARD: -- in those inspections, too.

MR. WARNICK: And those are part of our
baseline inspections that are performed from our
engineering branches in the region. And they look at

those things in detail.
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So as we talked about briefly there, we did
identify that they had that issue at Palo Verde, and that
did result in the yellow finding, which put them into the
degraded cornerstone column. And being in that column
requires a 95002 inspection. That inspection was first
done in December 2005.

And that inspection team concluded that not all
the corrective actions were sufficiently developed to
ensure that the identified performance deficiencies were
adequately addressed, and that the reviews were not
established to ensure the corrective actions were
effective in improving performance. Consequently, we left
that yellow finding open pending a completion of a follow-
up 95002 inspection.

Now, as I mentioned before, there was a
Severity Level III violation of 50.59. That team did
conclude that the actions were adequate there to correct
the deficiencies that they had in the adequacy of their
evaluations for their plant changes. They made a number
of changes to their overall process to include that.

The declining performance trend was not
corrected in 2005; that was mainly due to the licensee’s
symptom-based and narrowly focused corrective actions.
Palo Verde did develop and began implementing a

performance improvement plan in 2005, and they determined
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that they needed to develop and implement a plan based on
the downward trend that began in 2003. And that'’s
relative to the sustained high performance levels that
they had in previous years.

They themselves determined through that
performance improvement plan and that analysis that it
appears that that trend may have come up due to the
realignment of key site leadership that caused them to be
more focused on day-to-day matters and less focused on
strategic planning, standards and accountability.

Management also determined that two events in
2004 -- there was a three-unit loss of off-site power
where all three units tripped offline, and this emergency
core cooling voiding issue -- revealed issues with regard
to various Palo Verde programs and processes that needed
improvement.

Additionally, they needed to address the large
number of NRC inspection findings that we were
identifying, as well as NRC’s and INPO’s assessments of
their declining performance. At that time period, they
were degraded or -- I don’'t know the exact term, but they
were categorized to an INPO III performance plant through
their INPO evaluation that took place.

DR. APOSTOLAKIS: These inspection findings

were green? When you say, High number if inspection
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findings --

MR. WARNICK: Yes. I mentioned before that we
identified over 50 findings in 2004, one of which was
yellow, the finding that we had. The others were green.

DR. APOSTOLAKIS: All right.

MR. WARNICK: So that’s why they went to the
degraded cornerstone column. In 2006, we identified over
40 findings, so, again, a high number of findings. But
those were all green. And in 2007, as I get to it, we
identified an additional finding along with numerous
others, but one of more-than-green significance. And that
was white. And I’1ll talk about that in a moment.

DR. APOSTOLAKIS: So this is really a matter of
judgment? I mean at which point do you decide about the
number of --

MR. WARNICK: Well, actually, the revised
oversight process is very prescribed. We have the action
matrix there in front of you -- and our 0305 process as we
assess the performance of a plant. Depending on the
significance of a finding, which we evaluate through our
significance determination process -- depending on that
finding and the cornerstone that it impacts, they would
go, prescribed by our process, into a column of the action
matrix which would require a level of inspection after,

such as in this case, a 95002.
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DR. APOSTOLAKIS: No, not as prescribed. I
understand that. But what is the high number of
inspection findings that would lead you to the conclusion
that there is a cross-cutting issue? That’s the judgment
of the NRC inspectors, is it not?

MR. WARNICK: Oh. Well, once again, it‘s in
our manual chapter 0305. And in fact, that high number of
inspection findings in 2004, as we saw in the last slide
here -- well, let me take it back.

DR. APOSTOLAKIS: There you go.

MR. WARNICK: It was two slides ago. Anyway,
we did identify in the fourth quarter of 2004 that there
were substantive cross-cutting issues in both human
performance and problem identification and resolution.
And that conclusion came from those inspection findings
that we’ve had.

As we looked at the criterion in manual chapter
0305, the criterion was satisfied. And because of that,
we issued in our assessment letters substantive cross-
cutting issues in human performance and PIR.

DR. APOSTOLAKIS: I guess it’s not very clear.
I mean there are green. You have 30 green. Right?

MR. WARNICK: Okay.

DR. APOSTOLAKIS: A high number of allegations,

30 green. If there were ten, would you still conclude
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that there is a cross-cutting issue? If there were five?
Is it the number that determines what it is, or is it -- I
mean if it’s judgment, it’s judgment.

MR. MAYNARD: First of all, the high number of
allegations, greater than 30 -- those aren’t findings.

DR. APOSTOLAKIS: No.

MR. WARNICK: That’s correct.

DR. APOSTOLAKIS: I'm talking about the
findings.

MR. WARNICK: Okay.

DR. APOSTOLAKIS: If you have ten or fifteen --

MR. WARNICK: There’'s --

DR. APOSTOLAKIS: Is it just the number, or is
there something else?

MR. WARNICK: I hear you.

MALE VOICE: There’s three criteria to meet --

DR. APOSTOLAKIS: Oh. The three you mentioned
earlier?

MR. WARNICK: Yeah, that’s right.

DR. APOSTOLAKIS: Could you repeat those?

MR. WARNICK: Sure.

DR. APOSTOLAKIS: The third one was very
important. Start with the third one.

MR. WARNICK: The -- start with the third one?

DR. APOSTOLAKIS: Yes.
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MR. WARNICK: Okay. The third one is: The

Agency has a concern with the licensee scope of efforts or
progress in addressing cross-cutting area performance
deficiencies.

DR. APOSTOLAKIS: Okay. And that is a judgment
on the part of the Agency?

MR. WARNICK: Yeah. That piece is a judgment.

DR. APOSTOLAKIS: And it’s not based strictly
on the number of greens? I mean --

MR. WARNICK: Well, Criterion 1 is multiple
green or safety-significant inspection findings in the
assessment period with documented aspects in human
performance. So it is the number of green if they have an
aspect of human performance.

And then the next one has to do with the
cornerstone that it’s impacting. If those are there and
then the third criterion we apply in a judgment -- are we
concerned that they’re not fixing this -- that would meet
the criteria, and, per our guidance, we would issue a
substantive cross-cutting issue. Is that clear?

DR. APOSTOLAKIS: Yes. Thank you.

MR. WARNICK: Okay.

DR. MALLETT: Let me add something. This time,
in this cycle of reviews that we just finished, we had in

particular a long discussion on one of the licensees that
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had a number of findings tagged with cross-cutting
aspects. I don’t remember the number, but it met the
first criterion.

They all had a common theme, but we debated for
guite some time; we just didn’t think there was a concern
on the part of the Agency related to their performance,
and they really hadn’t had any impacts on the plant
performance from that. At Palo Verde, there were impacts
on the plant that you’ll see when Greg goes on here that
were occurring.

MR. WARNICK: Thanks, Bruce.

DR. APOSTOLAKIS: Yeah. I don’t remember right
now, but would you remind me again the -- you said the
mid-cycle inspection. The baseline inspection? How often
is that done?

MR. WARNICK: The baseline inspection is done
every day.

DR. APOSTOLAKIS: Every day?

MR. WARNICK: And that’s done by us, resident
inspectors, as well as a few, as was mentioned here,
engineering inspections, fire protection inspections,
which are done by our supporting cast in DRP and DRS in
the region.

DR. APOSTOLAKIS: And the mid-cycle?

MR. WARNICK: The mid-cycle? What he’s
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referring to is: Twice a year, we do an assessment of our
ongoing inspection activities and our oversight.

DR. APOSTOLAKIS: I see.

MR. WARNICK: Now, there’s a --

MR. MAYNARD: That'’s not an additional
inspection. That’s a gathering of all the information
from inspectors.

MR. WARNICK: That'’s exactly right.

DR. APOSTOLAKIS: Oh. Okay.

MR. WARNICK: And Bruce is referring to our
mid-cycle, which actually just finished up within the last
week or so, where we gathered the results from the last
six months or so of inspection, as well as what we learned
from before that, and we evaluated, Are we looking at the
right things; do we need to do things differently, where
do we need to go from here.

DR. APOSTOLAKIS: Okay. Thank you.

MR. WARNICK: Okay.

All right. We’re to 2006 now. They’re -- the
licensee at Palo Verde is in the degraded cornerstone
column, and that was based on the yellow finding that was
carried forth from the fourth quarter of 2004. Palo Verde
-- they did present their performance improvement plan
during a March 2006 public meeting. It appeared to be a

decent plan; however, they continued to struggle with the
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implementation phase due to the high number of issues and
events that redirected their attention.

My observation at the site was that as soon as
a new emergent issue or event would pop up, which was
actually very frequently at Palo Verde as you look at
their power history -- a lot of emergent down-powers, tech
spec shutdowns, plant trips and things like that -- we
observed that as soon as those things came up, they’d put
their plan back up on the shelf and kind of go back to
their old, comfortable way of doing things.

On numerous occasions, we have had to prompt
Palo Verde personnel to perform evaluations and provide
additional supporting technical bases for operability
decisions associated with plant issues and problems. The
lack of timely and thorough evaluations have resulted in
fixing symptoms instead of the actual causes, the
existence of latent issues that manifest themselves in
plant events and inoperable equipment, inadequate and
untimely operability determinations per equipment
problems, and accepting incomplete or unvalidated
information to support operational decisions.

I was the team leader for the follow-up 95002
inspection that we performed. We completed that in July
2006. This inspection was performed just after the

identification of a potentially-safety-significant issue
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related to spray chemistry.

And that, by the way, is Palo Verde’s heat
sink.

It was interesting because while my team was
reviewing the corrective actions taken to correct the
performance deficiencies associated with the yellow
findings, we actually saw many of the same performance
deficiencies in their response to the spray pond chemistry
issue.

And it was good for us, my team, to see real
time, to add to the observations that I see through my
baseline inspection process, that their actions have been
inadequate, since they were making the same mistakes in
their responses to the spray pond chemistry issues as they
had with the voided piping finding, the yellow finding.

DR. CORRADINI: Can you help us there? What do
you mean or can you give a little more detail on the spray
pond chemistry issue and their response to it that caused
you to pause?

MR. WARNICK: Certainly. Through our baseline
inspections and some self-revealing events, it became
evident that heat exchangers that are cooled by the spray
pond water, specifically the diesel inner-cooling heat
exchanger, was -- the performance of them was degraded to

the point that as they started to take off the end valves
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and inspect, they call kind of a gooey substance in there,
and it was coating all of the tubes, degrading heat
transfer.

As they started to pull the string and go back
through history, we actually sent a special inspection
team out to look at that and identified that there was a
long-standing issue with how they control their chemistry,
to the point where they weren’t coordinated properly and
caused this gooey substance to appear in all of the heat
exchangers, shutdown cooling heat exchangers, and so
forth.

Their response -- what I’'m talking about as to
why we left the yellow finding open -- was because their
ability to have a questioning attitude, give technical
rigor in evaluating issues, as well as the programmatic
concerns that we had with their operability determination
process -- we felt those -- the corrective actions
associated with this areas were inadequate.

So the same types of behaviors that were
necessary to deal with the spray pond chemistry issues --
again, it was a long-standing problem that had revealed
itself only through equipment degradation. Their response
once that degradation became apparent was untimely, and
their evaluations were shortsighted. And many times, we,

the NRC, had to step in and ask them for more information
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related to an evaluation to give a good basis for why --
operability issues.

While the licensee developed corrective actions
in late 2005 to address the performance issues, they
continued to struggle with effective implementation in
2006. And as I mentioned, I was the team leader for that
inspection. And I recommended that we leave the yellow
finding open because they hadn’t fixed their problems and
corrective actions were lacking in those areas I
discussed, as well as that their effectiveness measures
were inadequate in the ways that they determined that
continued performance was sustained.

Current performance I talked about earlier,
answering the question where -- in late 2005, an issue
came up with the Train A diesel generator in Unit 3, where
there were some failures. A special inspection was
performed, and it was identified that there was a white
finding associated with the performance deficiencies for
that failure.

In February 2007, we did issue a white finding
in the mitigating systems cornerstone. In the annual
assessment letter that followed that up, we placed Palo
Verde Unit 3 in the repetitive degraded cornerstone column
of the action matrix.

And additionally -- I told you that we
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continued to find a high number of findings. For three
years in a row, Palo Verde has had substantive cross-
cutting issues in the areas of human performance and
problem identification and resolution. Over the same time
frame, safety-related equipment failures and degraded
plant conditions continued to be identified by self-
revealing events, as well as by the NRC staff.

DR. BONACA: The question I have is that --
some of these issues are long-standing issues, you know --
for example, lack of 50.59 for the sump piping, or the
heat exchangers’ chemistry. And it seems that, you know,
the finding on the piping from the Waterford event began
to unravel just because we began to look more thoroughly.
And do you have any observation of that? I mean how much
of this was already there before, when they were still
rated an INPO 1, I mean, and that led them to complacency
in a way, because they were a One?

MR. WARNICK: That’s well stated. That’'s --
one of the observations that we’ve had is that they got
into a state of complacency. They didn’t have any
equipment challenges, and they were able -- even though
they’ve looked back and identified and we ourselves have
looked back at how they arrived here, some latent
equipment issues and latent plant conditions were out

there.
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Their programs and processes had been altered
to the point where they became ineffective to certain
extents -- as well as complacency set in. They met some
challenges in 2004. The first big challenge was the loss
of off-site power, where they had a three-unit trip. And
we had an augmented inspection team go in there -- and in
fact, Tony Gody was the team lead for that -- and identify
numerous issues. And that was really the beginnings of us
starting to be able to look closer to kind of uncover some
of these long-standing issues that they had.

And as I’'11 illustrate here in the next slide,
in many of these cases, we were ahead of the licensee in
identifying those deficiencies. And I’'ll continue on in a
minute about those.

DR. SHACK: Well, the other thing you said was
that even when they found them, their corrections were not
-- I mean it’s one thing to have a long-standing issue,
but you’d think that when you’d find it, you’d put it to
bed.

MR. WARNICK: That'’s right.

DR. SHACK: And if you don’t, then there really
is a problem there.

MR. WARNICK: That’s right. And they’ve
struggled with that. And that has been our ongoing

assessment and one of the main reasons for why they have a
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substantive cross-cutting issue in problem identification
and resolution that has been going on three years now.

Okay. I’'d like to talk a little bit here about
value added through the revised oversight process, which
is really what I wanted to illustrate with this case
study.

These 2004 NRC inspectors were able to identify
these key issues ahead of the licensee. On many of the
issues when first identified for the licensee, they argued
that we were wrong and that the opposite was true. They
tried to remind us what a great industry performer they
were and that what we were identifying just couldn’t be
true. They were actually in a state of denial.

For example, in late 2004, when I started
discussing the potential substantive cross-cutting issue
in the area of human performance, Palo Verde presented me
with their site metric and showed me that site metric and
argued that we were wrong in our assessment, because they
couldn’t have a finding trend in the substantive cross-
cutting issue of human performance because their site
metric actually showed that their trend was improving and
that things were getting better from a human performance
standard.

We documented the cross-cutting issue, despite

what the licensee believed, because we satisfied the three
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criteria that we talked about before. Since it was a
documented issue, the licensee then initiated an
investigation to understand the issue.

DR. WALLIS: So I was wondering if their
declining performance wasn’t because your performance
improved in finding things, rather than that they
declined.

MR. WARNICK: Well, I mentioned that in 2004 --

DR. WALLIS: Because they thought they were
just as good as before.

MR. WARNICK: That’s right. They felt that
they were a victim of bad luck. And in fact, the three-
unit loss of off-site power had to do with a natural
occurrence that happened many miles away and caused a
transient on the grid. What that did, though, was uncover
some programmatic and process problems within their
organization and how they deal with corrective action
processes, processes with their emergency planning,
implementation, and so forth.

We had a number of findings that came out of
that, as well as other issues. And as soon as we had the
new information necessary to make the assessment with the
0305 criterion, we used that tool that we have, our
guidance document, and issued the human performance

substantive cross-cutting issue. Still the licensee
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didn’t believe it until many months later, when they
themselves did a screening analysis and reached the same
conclusions we did.

I'd just like to give one illustration of a
finding that I was involved with identifying that I think
illustrates this very well. And I feel that this is one
of the most important inspection findings that I’'ve
identified at Palo Verde, and it’s an outstanding example
of where the NRC has added wvalue to the revised oversight
process. It’s a culmination of numerous isolated findings
that I’'ve identified over the past years that all had
overtones of a production-over-safety mentality.

The development of my conclusions associated
with the poor Palo Verde safety culture started with my
identification of a poor decision-making process, as
exhibited by the licensee when they discarded
unsatisfactory results from an auxiliary feed water pump
discharge check valve test to be able to continue with
load escalation to come out of an outage.

This was followed by multiple examples of a
failure to follow the operability determination process
and culminated with several self-revealing and licensee-
identified findings over the 2005 to 2006 time frame for
operator human performance error, when my follow-up and

the direction that I provided to my inspectors revealed
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that the errors were driven by a self-imposed schedule
pressure.

I oversaw the performance of the trend review
to evaluate the multiple examples that I was involved in
identifying to conclude that the culture within Palo
Verde’s operations department was such that the standards
of expectations were relaxed during periods of high
activity, as well as when faced with technical
specification time-driven operability decisions, to the
extent that safety-significant errors and non-conservative
decisions were being made.

I received considerable push-back on this
conclusion from licensee management. However, it was
apparent to me and the region that the licensee was not
taking appropriate actions to correct the condition,
because they failed to recognize it. Eventually, like
other issues that we have identified, the licensee’s own
root-cause investigation reached the same conclusion that
we had reached months later or -- months earlier that we
had reached.

So my identification of the issues drove the
licensee to approach their investigation and correction of
the significant and human performance weaknesses in a
different manner to improve the operator’s performance to

a level needed to safely operate the plant under all

NEAL R. GROSS & CO., INC.
(202) 234-4433




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

139

conditions.

This discussion illustrates the importance of
how our inspection efforts in the revised oversight
process are used to assess licensee performance and take
additional actions when a finding of performance is
recognized. An important lesson that the Palo Verde study
illustrates is that licensee performance is a dynamic
condition that continuously needs to be assessed using the
tools available to us through the revised oversight
process.

Any questions?

DR. APOSTOLAKIS: Yeah. The yellow finding is
still yellow?

MR. WARNICK: That’s correct.

DR. APOSTOLAKIS: Since 20047

MR. WARNICK: Since the fourth quarter of 2004.
And that yellow finding will also be addressed through the
95003 inspection team coming up.

DR. APOSTOLAKIS: So can it be there forever?

I mean what can you do if they don’t fix it?

MR. WARNICK: Well, let me state that Palo
Verde is making significant strides in changing their
performance.

DR. APOSTOLAKIS: But let’s say they don’t want

to do it. Does the ROP say -- at some point, you know,
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you decide enough is enough and you take more severe
action?

MR. WARNICK: Well, we’ll continue the 95003
process. And if their performance continues to degrade
and doesn’t turn, then, certainly -- I think it’s the 0350
process -- we can step in and, with management decisions,
we can evaluate during our assessment periods where we
need to go from there if the licensee isn’t changing their
level of performance.

DR. APOSTOLAKIS: Is the --

DR. MALLETT: Let me add something, though.
What we found in this example was that a licensee -- when
they have a yellow finding from a risk significance
perspective, they may close out the technical piece of
this. They closed that out early on in the process by
filling the pipe, obviously. But the programmatic causes
of that, like the 50.59 reviews and so forth -- that’s
what they hadn’t closed out.

So what we said -- this last year when we
reviewed this oversight program in our annual review, the
Agency’s action review meeting, we said there’s something
wrong with a licensee that stays in this area forever and
doesn’t fix these programmatic issue. So we -- speaking
from an old health physicist, you crank up the gain a

little bit on the potentiometer, and you -- of course, the
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new people don’t talk that way, but, anyway, I crank up
the gain.

And so what we decided we’re going to do is
change the process to raise the level of effort from the
NRC’s standpoint to where we will have the regional
administrator meet with the licensee, have them develop a

performance improvement program and raise that to that

level. If they don’t fix those issues, then we’ll have to
have -- make a decision like, in Palo Verde’s case, do
they -- where do we leave them. Do we leave them in this

column, or do we
do something more.

So I think we are making changes to crank up
that gain, so to speak, to take more actions. But right
now, they’ve been in a form of, Your plans at the site
have not fixed this problem; what are you doing to fix it.

One of the things you saw this year, though, is
they came in to me with the commissioners this year. That
was one of the changes that we put in the program to say,
Well, when you go into Column Four, then you’re going to
meet with the Commission, as well, and explain why you’re
not fixing this thing.

So I wanted to add one more thing that Greg
doesn’t have in any of his slides. The key to any

inspection program, to me, are the inspectors, whether it
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be the residents or the regional inspectors. And early
on, long before we put cross-cutting issues in place, they
were saying, There are problems at this site in how
they’re performing. And they started showing up about a
year after they told us this in performance issues at the
plant.

So those people look for early indicators in
the process. That’s why I said this retention and
recruitment of these gkills is so important, because Greg
and others actually picked up on these issues, I would
say, at least a year before the process picked up on them.

DR. CORRADINI: Could I ask just one thing? So
I guess, to follow up George’s question, so maybe you'’re
not allowed to say this because of the procedures. And I
don’t understand them. But you said you’re going into
what in the fall, a 950037

MR. WARNICK: Well, that’s required by the
action matrix --

DR. CORRADINI: Right, this one.

MR. WARNICK: -- when they’re in the
repetitive degraded cornerstone column.

DR. CORRADINI: Right. They’re in Column Four.

MR. WARNICK: We’ll be beginning a 95003
inspection.

DR. CORRADINI: So before that occurs --
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MR. WARNICK: Actually, it’s ongoing, but -- in
the on-site inspection process.

DR. CORRADINI: Okay. So before that occurs,
you really can’t speak to whether or not you see at least
a cultural improvement? I guess, to put it another way,
to George’s question, “Can they remain there forever,” my
interpretation of your answer was, Yeah, if they keep on
showing their attitude. I mean that’s kind of how I read
it. So do you see an attitude change in terms of the
management and how they’re addressing these more of which
are called kind of underlying issues, or can you not even
say that until you go onsite and do the analysis?

MR. WARNICK: Well, actually, I was about to
that, but we want to talk about the hypothetical. In my
real day-to-day inspections, through our baseline
inspection process, one of our procedures is 71152, which
is problem identification and resolution. And on an
ongoing basis, I evaluate their performance improvement
plan and what they’re doing to correct their problems.
We’ll just do that at a higher level by doing a 95003
inspection.

And I’ve absolutely seen over the last six
months or so a change in direction from the licensee.
They’ve actually changed a number of licensee management,

senior management. And so I’'m out there interacting with
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the front-line people day to day. There’s a lot of
excitement out there. The employees recognize, too, that
there have been some onsite problems and, yet, things
didn’t change, due to the culture that was there.

There’s excitement out there. People are
excited with the management and the direction that they’re
going.

DR. CORRADINI: Positively, you’re saying?

MR. WARNICK: Positively, absolutely. And that
to me are the beginnings of cultural transformations, when
people and behaviors are starting to change. We’re still
identifying findings. It’s not a quick change, and it’s
not something that’s easy to change. There’s over 2,000
employees out there working every day, but I see
indications that they’re going in the right direction.

DR. APOSTOLAKIS: But what is it -- can you --
you said that the degradation started around 2004 in
performance. Right?

MR. WARNICK: That’s when we -- it really
started to become evident to us.

DR. APOSTOLAKIS: Okay. Maybe a year before,
or something like that. Do we know why? I mean can you
correlate it to some change that happened somewhere? I
mean what was it that, you know, made a plant that was

operating so well for ten years start, you know,
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deteriorating? What was the reason?

MR. WARNICK: Well, I can tell you what the
licensee identified, and then I’'1ll tell you what we’re
going to do to look into that.

What the licensee identified through their
investigation is that -- I talked about it briefly -- they
made some key alignment changes to their management, which
caused them not to focus on day-to-day activities or --
I'm sorry -- to focus more on day-to-day activities and
not so much on long-term planning, equipment reliability,
accountability, and things like that.

They started to try to change programs and the
way they oversaw maintenance, procedures and different
things like that. And we’ve seen currently in the
findings that we have, a few of them were able to look
back and see that, Oh, yeah, that was a result of some
changes that they made years back, you know, as far as
eight or nine years ago.

And what we’re doing -- under our current
process as the 95003 inspection team, as part of their
scope, they’re looking back to some of the diagnostic
assessments that were done, some of the key changes. Re-
engineering is something that Palo Verde talks about that
was done in -- I believe it was late -- around 1994 or so

-- some of these big changes or key changes at the site
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that took place, to see if we can go back and identify
maybe some of the contributing causes to their performance
declining to where they are today.

DR. MALLETT: Greg, let me add that the
licensee came in and talked to the Commissioners in a
meeting here July 24. And I thought their senior leader
said some things very insightful about this. And they
asked themselves the same question: What happened. And
part of it they said was they grew to accept things over a
period of time that they didn’t accept before, and so,
without their knowledge, the standard changed.

Because if you -- for example, we noticed in
the operators, if they put out a request to engineering
and engineering comes back in with an answer that’s not
satisfactory, and they say, Well, that’s okay; I'll let it
go this time. But if they do that a number of times, the
standard changes to where they accept less and less. And
they indicated that’s what was happening over a period of
time.

The other thing is they started thinking they
were great. And they were talking about -- we asked them
did they go to other licensees to benchmark. And their
answer was very interesting. They said, We did, but we
were looking at it from, “Why aren’t they doing it like we

are,” not from, “Could we do it any better.”
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And so I think that some people call that
complacency. I call it the standard erosion to where they
-- you think you’re good, but you aren’t still looking to
see how good you are.

DR. APOSTOLAKIS: Yeah. That's good.

MR. MAYNARD: I think we need to be --

Have you got another question?

DR. APOSTOLAKIS: Yeah.

MR. MAYNARD: We need to be wrapping up here
soon if we want to eat.

DR. APOSTOLAKIS: Yes.

Can you explain value added through ROP? The
value’s added to what or to whom?

MR. WARNICK: Well, value added to safety is
what I