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PROCEETDTING S
9:05 a.m.

PRESIDING MEMBER PFANNENSTIEL: Good
morning, this is a workshop with the Integrated
Energy Policy Report Committee and other
Commissioners from the California Energy
Commission. I'm Jackie Pfannenstiel, the Chair of
the Energy Commission and the Presiding
Commissioner on the Integrated Energy Policy
Report Committee. To my left is Commissioner John
Geesman who is also on the Integrated Energy
Policy Report Committee. To his left is
Commissioner Jeff Byron. To my right is
Commissioner Jim Boyd and to his right is his
advisor Susan Brown.

With that we have a day of very
important and, I believe, very useful to us,
information. We will use the information gathered
from this workshop as fodder for our information
in the IEPR Report on nuclear power.

This is the second day of a workshop on
nuclear power. We covered a lot of ground on
Monday and as I think everybody in this room
understands there's a lot more ground yet to be

covered. And we'll get as far as we can today.
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So why don't I turn it over to Lorraine.

MS. WHITE: Good morning, thank you
Chairman. My name 1is Lorraine White. I am the
program manager for the Integrated Energy Policy
Report proceeding for 2004, or pardon me, 2007
(laughter) .

Just a throw back, sorry. Today is the
second day of our Nuclear Workshops. There is so
much material associated with this subject it was
necessary for us to spread it out over a two day
period. So we will begin.

Just a few logistical announcements,
information about our facilities for those of you
that are joining us for the first time.

Out the double-doors and to the left you
will find restrooms. You will also find another
set of restrooms behind our elevators.

For those of you seeking refreshments
throughout the day there is a snack shop on the
second floor under the awning.

In the event of an emergency please
follow staff out the doors. There's two exits,
one to our right here out the double-doors, which
most of you probably came in, and then one to the

left.

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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We will be reconvening across the street
at the park. And wait until you get the high sign
from staff that it would be safe to return before
you come back in the building.

The Integrated Energy Policy Report
proceeding is the Energy Commission's key activity
that is developed every two years to produce a
report outlying key issues facing the state
related to energy resources.

It also is dependent on input from
various parties. Your participation is key to the
development of this report and its findings as
well as policy recommendations.

To facilitate your participation not
only with you joining us in person we have also
accommodated remote participation in the form of a
call-in number 1-800-857-6618. The pass code 1is
IEPR. I'm the call leader.

And for those that would love to follow
along the presentations and view the slides and
hear the audio only you can do so on our webcast
service which is found on the Energy Commission's
website www.energy.ca.gov.

For those of you who are here in person

we ask that if you have questions or comments that

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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you please fill out a blue card. We'll be
collecting those and providing them to the
Chairman who will calling up people as

appropriate.

We will also be having opportunities for

questions of panelists and things like that
throughout the day.

As I said this is the second day of a
two day workshop. The first we covered an
overview of our consultant report, The Status of
Nuclear Power in California.

We also discussed issues related to
spent fuel storage and disposal programs. The
Federal Reprocessing Program and as part of our
second we're going to be delving into the
operational issues associated with the current
fleet of plants and their associated
environmental, safety and economic implications.

As I mentioned earlier we're seeking
public input as we go through this material in
order for us to develop the final status report
and any appropriate information that will feed
into the Integrated Energy Policy Report.

To give you some context about what is

required in this particular proceeding we are
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tasked with assessing and forecasting supply,
demand and price to meet the needs of California.
As part of this, of course, nuclear generation is
a key component.

We also are looking at ways of improving
efficiency both in lighting and through land use.

We're looking at advanced technologies,
in particular we're focussing on what's happening
with coal.

And then we're looking at issues
associated with the cost of generation.

We're developing and we'll be
recommending various policies to address the
issues identified in this proceeding.

And as I have mentioned we are obtaining
information from not only market participants but
other stakeholders in the process. We're
consulting with our sister agencies at the
federal, state and local levels.

Our schedule for this proceeding is to
adopt an Integrated Energy Policy Report on or
about October 24th so that we may transmit it to
the Governor and the Legislature by the statutory
deadline of November 1lst.

The information about this proceeding

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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and today's workshop is, in fact, found on our
website. If you would like to ask any kind of
questions about the general proceeding I welcome
you to contact me. My information is also on the
Energy Commission's website and also in the notice
that's available out front.

On nuclear power issues I would like you
to direct your comments or guestions to our Senior
Policy Analyst Barbara Byron. She will be
speaking in just a moment to give a greater
context about nuclear issues 1in particular for our
proceeding. And her contact information is also
on the Energy Commission's website and in our
notice.

So if there are no questions I'd like to
pass it off to Barbara.

MS. BYRON: Thank you. My name 1is
Barbara Byron and I'm the Energy Commission's
Senior Nuclear Policy Advisor. I'd 1like to
welcome all of you to the workshops today
especially thanking our panel of experts for their
efforts to travel here to Sacramento and put
together their presentations for the Commissioners
today.

I also wanted to mention that all of the

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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panelists' presentations are posted on our
website. And transcripts from these workshops
will also be posted on our website.

Before we get started I'd like to
provide you with a brief context for these
workshops. As we heard on Monday California
relies on three nuclear power plants for about 13
percent of California's electricity supply. And
these plants are accumulating spent nuclear fuel
on-site.

The California Energy Commission's role
with respect to nuclear power includes that

Commissioner Jim Boyd is the Governor's appointed

state liaison officer to the US Nuclear Regulatory

Commission. In addition Commissioner Boyd and I
represent California on Transportation Advisory
Boards to the Western Governors Association and
the Western Interstate Energy Board. And we
coordinate California's comments on key federal
documents related to the Yucca Mountain
repository.

Two issues of concern for California
have been the potential groundwater and
transportation impacts in California from the

repository.
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As Commissioner Boyd indicated on
Monday, we're concerned about some of the roads in
California being used for federal waste, nuclear
waste shipments to and from facilities in Nevada.

The Energy Commission over the past
several years has urged DOE in its Environmental
Impact Review of the Yucca Mountain Project to
evaluate route-specific impacts in California from
proposed shipments.

California's nuclear waste laws, which
were passed in 1976, prohibit land use for new
nuclear power plant construction in California
until the California Energy Commission makes
findings that the authorized federal agency has
approved and there exists a demonstrated
technology or means for the disposal permanently
of these high-level wastes and for reprocessing
spent fuel.

The Energy Commission evaluated the
status of waste disposal and reprocessing
technologies in 1978 and concluded that no
operational and approved federal waste disposal
options existed.

This finding was reaffirmed in the

Energy Commission's 2005 Integrated Energy Policy
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Report to the Governor and Legislature as well as
in a comprehensive consultant report, Nuclear
Power in California: Status Report. Copies of
that report are available outside.

In 2005 the Energy Commission conducted
public workshops on nuclear power issues and we
contracted with our consultant MRW and Associates
to provide a status report on nuclear power in
California.

The Energy Commission provided
recommendations to the Legislature and Governor on
nuclear issues as part of the 2005 Integrated
Energy Policy Report.

MRW and Associates has updated their
Nuclear Issues Status Report and we provided a
copy of this report online for public review.
We're asking for comments on this draft report by
July 13th.

Future California Energy Commission
activities on nuclear issues will include
preparing the AB 1632 Nuclear Assessment Report
Assemblyman Blakeslee's bill that was signed by
the Governor in 2006 requires the Energy
Commission to report to the Legislature in 2008 on

the vulnerability of large plants to seismic
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10
events and plant aging, costs of accumulating at
reactors and assess policy and planning issues
that will affect the future role of nuclear power
in California.

We also will be coordinating and
preparing California's comments on draft federal
environmental impact statements for the Yucca
Mountain Project. And we will finalize the
California status report on nuclear power and make
recommendations and findings in the 2005
Integrated Energy Policy Report.

And last we will also continue working
with western state and national groups on federal
nuclear waste transport policy development and
planning. And now it's my pleasure to introduce
the Energy Commission's consultant on nuclear
power 1issues Dr. Robert Weisenmiller and Steve
McClary.

They're with MRW & Associates. And I'd
like to thank them and their staff, particularly
Laura Norin and Heather Mehta, for their help in
preparing the draft report and organizing this
workshop. And we look forward to today's
workshop. Thank you.

MR. McCLARY: Good morning, my name is

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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11
Steve McClary with MRW & Associates and I think
this morning we will dive right in if we may. The
focus this morning is on the state's operating
plants, how they're performing and, to some
degree, the future plans for those.

The state does rely on three nuclear
plants for a key part of its resource base, Diablo
Canyon owned by PG&E, the SONGS plant with
majority ownership and operation from Southern
California Edison and the Palo Verde plant in
Arizona operated by Arizona Public Service but
with substantial ownership by California
utilities.

We'll hear from representatives or those
concerned with all three of those plants this
morning. They are regulated by the Nuclear
Regulatory Commission. And we have
representatives from NRC here today.

To start I'd like to say we have a
couple of changes to the agenda as posted. The
first is that our first speaker Kevin Crowley of
the National Academies was to join us by audio
conference from Japan. Unfortunately accumulation
of the time difference and his travel plans

frustrated our attempts to do that. And we thank

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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Kevin for making a heroic attempt. We also thank
the staff for making a heroic attempt to bring an
international call to us this morning.
Unfortunately that's just not going to be able
work.

From the Nuclear Regulatory Commission
the agenda did not identify speakers at the time
it was originally posted. But we do have two
representatives, one of whom, Bill Jones, is

actually caught in Dallas, I believe it is, by the

rain in Texas. If you've been following what's
been going on down there. So he'll be joining us
by conference call. His colleague Samson Lee is

with us this morning and will lead off.

So just to lead into that, Bill Jones
who I believe is on the line and is able to join
us.

MR. JONES: That would be correct.

MR. McCLARY: Mr. Jones 1is serving as
the Acting Deputy Director in the Division of
Reactor Safety in the Region IV Office for the
Nuclear Regulatory Commission.

Since beginning his career with the NRC
he has held progressively more responsible

positions including Resident Inspector, Senior

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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13
Project Engineer, Senior Resident Inspector,
Senior Reactor Analyst and as a Chief in a
Reactors Project Branch.

He holds a Bachelor of Science Degree in
Nuclear Science from Virginia Tech. He was able
to join us two years ago when we addressed these
issues originally and we welcome him back. He'll
be joined by Mr. Samson Lee who is here with us in
the room.

Mr. Lee is the Acting Deputy Director
for the Division of License Renewal, which is
obviously a key issue as well for our plants.

That division is responsible for the review of
nuclear power plant license renewal applications.
Mr. Lee has been with the NRC for about 20 years
and has a PhD in Mechanical Engineering from MIT.
And we're very glad he could join us today. Thank
you again.

Mr. Jones if you'd like to lead off I
will get your slides up and running and you can
give the signal as needed.

MR. JONES: Okay, thank you very much.
As I was introduced this is Bill Jones. I'm with
the Region IV Office in Arlington, Texas.

Currently serving as the Acting Deputy Director in

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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14
the Division of Reactor Safety. With me today is
Mr. Samson Lee the Acting Deputy Director,
Division Director for License Renewal.

Again, I'd like to thank the California
Energy Commission and the individuals that put
this together for giving us the opportunity to
talk before you. I realize the importance of this
workshop and we're very glad to be able to
participate in 1it.

The NRC is the federal agency with
responsibility to license and regulate the
nation's civilian use of (inaudible) materials to
insure adequate protection of public health and
safety, (inaudible) assure the protection of the
environment.

We accomplish this through the
implementation of the NRC's independent licensing
and inspection process. As a result of that we
are the agency that oversees commercial use of
nuclear power and license those from commercial
facilities.

Sam and I are both pleased to be with
you and we will be providing an overview of the
Nuclear Regulatory Commission's activities for

this Integrated Energy Policy Report workshop.

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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The NRC is involved in some litigation
in the areas that were identified as part of the
workshop scope. I think we may be limited
(inaudible) questions but we will try to answer to
the best of our ability in each of those areas.

First Sam will be providing an overview
of the NRC's license extension process for power
reactors. But right there I'd like to turn it
over to Mr. Samson Lee. Sam.

DR. LEE: Thank you very much Bill.
Yeah, I'm going to talk about license renewal,
power plant license renewal process. Can I have
slide two please.

The Atomic Energy Act authorized the NRC
to issue a 40 year license. And it also allows
for license renewal.

And the NRC has performed extensive
research and has held public workshops to regulate
plant aging. And it concluded that the adequate
management of the effects of aging of the
equipment can maintain plant safety as plants age.

The license renewal rule is focused on
managing the aging effects of the plant equipment.

The NRC is also responsible under the

Plant National Energy Policy Act to consider

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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16
environmental impacts.

So far the NRC has granted renewal
licenses for additional 20 years for about half of
the operating reactors. Can I have slide three
please.

The license renewal will consist of two
parallel paths. License safety review, this is on
the aging of the equipment and the management of,
and the environmental review which is to determine
the environmental impacts.

Can I have slide four please. License
renewal again is focused on managing the aging
effects of plant equipment for license renewal.
And the current regulatory requirements and
oversight continue.

For example, emergency planning,
security and plant performance those are subject
to current requirements and that will continue.

If issues come up in these areas today
the NRC will deal with them now and NRC will not
wait for license renewal. And I also want to add
that there are now two petitions for rulemaking in
front of NRC to consider the impact of tourism on
spent fuel pool.

They've been filed by the California and

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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Massachusetts Attorney Generals. For the
Massachusetts petition the public comment period
has closed. And for the California petition the
public comment period will close in July.

The NRC will evaluate these petitions
and the public comments. Can I have slide five
please.

This is a simplified diagram of the
license renewal process. The top portion shows
the safety review and also shows an independent
review by the Advisory Committee on behalf of the
safeguards.

The lower portion of the curve shows the
environmental review and the dashed lines shows
that if a hearing had been granted the Atomic
Safety and Licensing Board will conduct hearings.
Can I have slide six please.

This shows the license renewal
principles. The first principle is that the
current regulatory process 1s adequate to ensure
plant safety.

The second principle is that the plant's
current licensing basis, that is the regulatory
requirements and any commitments, will continue

during license renewal with the added requirement
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for aging management which is the focus for the
license renewal rules. Slide seven please.

For the safety review the staff will
review the application and we also audit on-site
documentation that supports the application. The
staff documents the result of the review in the
safety evaluation report.

And also NRC staff will conduct on-site
license renewal inspections. Separate from the
staff's review the Advisory Committee on Reactor
Safeguards conduct their own independent review.

This committee is actually specified in
the Atomic Energy Act and it consists of a panel
of experts and they report directly to the
Commission. Can I have slide eight please.

This shows the environmental review. As
far as the environmental review the NRC staff will
hold meetings with the public to gather the
comments on the environmental issues related to
the plant.

And the NRC staff will also consider
information from federal and state agencies. And
we document our results in the Environmental
Impact Statement. As I choose to be specific, we

are completing a generic environmental impact
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statement. We will prepare a plant-specific

supplement to the generic environmental impact

statement. Can I have slide nine please.
This shows some typical milestones. And
it shows the opportunity for hearings. It shows

the environmental, safety and independent review
schedules, typical schedules. Can I have slide
ten please.

This shows the opportunity for public
involvement. We try to have a very open license
renewal process to the public. And these
opportunities are also open to the state and local
government.

These are lists of meetings that the
public can participate, observe and provide
comment. In addition, for the State of New Jersey
they also observe NRC license renewal inspections
through a memorandum of understanding with the
NRC.

And regarding the experience in license
renewal hearings, the public, including state and
local governments, that raise an issue in license
renewal applications. However most of these
issues are outside the scope of license renewal,

such as emergency planning and security.
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Regarding once-through cooling system
for the Vermont Yankee Plant. The public had
raised an environmental issue relating to the
impact of thermal discharge of the once-through
cooling system.

And the Commission had determined -- has
decided to defer this issue to the state because
the state issues the national pollutant discharge
elimination system permit through the Clean Water
Act.

The first case that is starting on a
hearing relates to the issue of aging management
of the containment structure at the Oyster Creek
Plant. That'll be the first. Can I have slide 11
please.

The Commission makes a decision based on
the staff's review and the advice from the
Advisory Committee on the other safeguards and the
results of the hearing if a hearing is conducted.

Although NRC has a 40 year issue with
new licenses this is only one of the conditions
for the plant to continue to operate beyond year
40. For example, a utility may need state permits
for the national pollutant discharge elimination

system and coastal zone management.
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In addition the state would have to
decide whether it is economical to operate beyond
yvear 40. And the Commission schedule is typically
22 months if there's no hearing granted and 30
months if there's hearings conducted. And that
concludes my presentation.

MR. JONES: Okay, thank you Sam. I'1l1
go ahead and proceed with my areas of discussion
and then Sam and I will take questions from the
Commission.

Again, this is Bill Jones. The areas
that I will be addressing are Jjust to provide the
workshop with an update on California plants, San
Onofre Nuclear Generating Station and the Diablo
Canyon Power Plant as well as the Palo Verde
Nuclear Generating Station.

Some discussion of the design basis
threat, which was a vitiated rule in March of this
year.

Discussion of high-level waste, our
activities in that area.

Just a brief discussion on the Global
Nuclear Energy Partnership. Where we stand
relative to that. And a brief overview of new

reactors from an organizational -- the operating
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life of the, the bottom line process.

The NRC's reactor oversight process as
it relates to the two facilities in California and
Palo Verde is actually the same process that is
used nationwide. It's referred to as our reactor
oversight process.

In 2005 when I had the opportunity to
talk before the Commission also I went into more
detail into our oversight process. I'd be glad to
do so but in respect to time I will just touch on
those aspects that reflect on the performance of
the two California plants and Palo Verde.

The NRC conducts independent inspections
of all the nation's commercial nuclear power
plants. The NRC has resident inspectors at each
of the licensed facilities, 104 power plants.
These individuals are responsible for the day-to-
day inspection activities at that facility. These
individuals live in the area and are part of the
community around each of these plants.

In addition these inspectors are
assisted by regional inspectors with different
specialties including emergency preparedness,
security and engineering disciplines, to form what

we refer to as the baseline inspection program.
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This baseline inspection program is at each of our
licensed facilities.

The NRC has provided a process where the
inspection findings are available on the Internet
under the worldwide web.nrc.gov. Part of this
process is the NRC assessment of the licensee's
performance.

Information that is used in that overall
assessment process 1is also available on the
worldwide web at nrc.gov. So the public has
access to the same information the NRC is using to
make its regulatory decisions. How we classify
the performance on each of the nation's power
plants.

The NRC performs an assessment of, an
assessment at each of these licensees during the
end-of-cycle review and also during the mid-cycle.
And then on a continuing basis as needed during
the year.

This overall process 1is described in our
inspection manual chapter 0305. And that document
is also available publicly on the NRC website.
It's referred to as the Operating Reactor
Assessment Program.

With regard to Diablo Canyon, the NRC
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conducted independent inspection activity and as
result of those inspection activities the NRC
found that Pacific Gas and Electric had operated
Diablo Canyon in a manner that protected the
health and safety of the public and was assessed
to be performing in the licensee response column
of the NRC's regulatory action matrix.

This level of assessment provides that

the NRC will perform our baseline inspection

24

a

program, which as I indicated is performed at each

of the nation's power plants.

Previously the NRC had identified a
cross—-cutting theme involving human performance
for the adequacy of design documentation and
procedures. Based on our latest assessment the
NRC has assessed that this cross-cutting theme
does not exist at the Diablo Canyon Power Plant.

In addition the licensee is planning
steam generator replacement for both units 1 and
2. Unit 2 is scheduled for 2008 and unit 1
scheduled for 20009.

NRC will conduct inspection activities
specific to the steam generator replacement to
ensure the integrity of the steam generators and

reactor cooling system and we will provide the
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results of that inspection in our inspection
report which will be available (inaudible).

In regard to the Diablo Canyon
independent fuel, spent fuel storage facility.

The NRC issued a material license in 2004 for 20
years. The NRC inspectors observed the
construction of the ISFSI pad.

During this period a petition was
provided to the US Court of Appeals, the Ninth
Circuit Court of Appeals, to have the NRC consider
acts of terrorism in the environmental review.

The Ninth Circuit Court of Appeals did
find that the NRC cannot categorically refuse to
consider consequences under the National
Environmental Policy Act and remanded the case to
the NRC.

The Commission issued a memorandum and
order in February of this year directing the staff
to prepare a revised environmental assessment for
the likelihood and consequences of terrorism
activity or a terrorist act.

The NRC has completed this draft
environmental assessment and came up with a
finding of no significant impact were referred to

as a finding.
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This document or this draft policy is
currently open with public comment closing on July
the 2nd of this year.

The results of the NRC's review in this
draft environmental assessment was that the staff
found the construction, operation and
decommissioning of the Diablo Canyon ISFSI, even
when potential terrorist activities on the
facility are considered, would not result in a
significant affect upon the environment.

with regard to the San Onofre Generating
Station the NRC staff found based on our
independent inspections and assessments that
Southern California Edison operated the San Onofre
Generating Station in a manner that preserved
public health and safety and protected the
environment.

The licensee was assessed to be in the
licensee's response column of our action matrix.
And this again provides for the baseline
inspection program as provided for each of the
nation's power plants.

In addition the NRC will provide
inspection of the plant's steam generator

replacement scheduled for 2009 and 2010 on units 2
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and 3 respectively.

With regards to Palo Verde Units 1, 2
and 3. Palo Verde unit 1 and 2 were both operated
in a manner that preserved the public health and
safety and met the cornerstone objectives with
moderate degradation and safety performance.

Unit 3 was operated in a manner that
preserved the public health and safety and the
cornerstone objectives were met. However the
performance was then what is referred to as the
multiple repetitive degraded cornerstone. And
these terms are more definitively defined in the
manual chapter, inspection manual chapter 0305,
operating reactor assessment program.

Since the finding and the assessment was
that the performance was in the multiple
repetitive degraded cornerstone, the cornerstone
areas I should point out essentially lie in three
different areas of reactor safety, radiation
safety and safeguards. And in this case the
specific cornerstone that was affected was the
mitigating systems.

As the NRC found that the licensee was
in the multiple degraded or repetitive degraded

cornerstone we will be implementing what is
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referred to as our supplemental inspection
process. Specifically we will be implementing
inspection procedure 95003. This is essentially a
diagnostic review of the licensee's performance
relative to unit 3.

However because many of these
performance aspects that resulted in unit 3 being
at this degraded cornerstone, multiple degraded
cornerstone, are (inaudible) to inspect Units 1
and 2, those units will also be included.

The NRC staff has conducted a public
interest on the 95003 inspection activities near
the site. Typically this inspection is to perform
an independent diagnostic review of the program
processes used by Palo Verde to operate the plant
and to determine the extent of safety,
organizational and programmatic issues.

The focus areas will include whether
Palo Verde can identify, evaluate and correct
performance issues, the adequacy of the Palo Verde
Program and processes to operate and maintain the
units, the causes and corrective actions for the
two performance deficiencies, the yellow and white
findings on unit 3 which resulted in being in the

multiple repetitive degraded cornerstone, and
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establishing a site safety culture.

I'd like to point out that the site
safety culture is a very important aspect of the
NRC's review as part of our 95003 inspection
process. And that we have actually --

Following our meeting with the licensee
in the area of the facility as part of our
interest to this section activity The NRC has
issued a confirmatory action letter to Arizona
Public Service that specifically identifies five
areas for their action.

Within these five areas there were
additional sub-activities but I would like to at
least provide an overview of those five areas.

The first is to complete actions to
address the root causes and contributing causes
identified in their evaluation in response to the
vellow findings associated with the boiler
containment subsection for all three units, and
the white findings associated with the unit 3
(inaudible) generator electrical relay problem.

The second area is to complete
corrective action that will result in sustained,
improved performance in the cross-cutting areas of

human performance and problem identification
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resolution. And inevitably it identifies specific
action (inaudible).

To complete an independent, third-party,
safety culture assessment by September 15, 2007.
As I indicated the NRC inspection team has already
begun our reviews in this area.

The fourth area is to incorporate the
results of their in-depth evaluation and of their
safety culture assessment prescribed per the
third-party review. And to submit the portions of
a modified improvement plan that impacts the
reactor safety strategic performance area,
including the safety culture improvement
initiative by November 30th of this year.

The NRC also held a town hall meeting in
the local area around the plant to gain insight
and to inform the residents and other interested
individuals of the overall activities of the NRC
and its involvement in Palo Verde.

Once the 95003 inspection is completed
the NRC will issue a modification to the
confirmatory action letter that I just referred
to, to identify any additional or modify any
actions that we've identified.

Now the NRC understands that all the
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problems will not have been completed, corrective
action completed by the time we complete our
inspection to be associated with the 95003
inspection activity. However we do fully expect
to see that the licensee's improvement plan is
being implemented and that those actions are shown
to be effective.

A reasonable question would be what if
the licensee does not continue to show improvement
in this area? And although the licensee 1is
currently within the multiple degraded cornerstone
there are additional actions the NRC can take as
prescribed in the action matrix in the manual
chapter 0305, which includes the unacceptable
performance column.

An unacceptable performance represents
situations in which the NRC lacks reasonable
assurance that the licensee can or will conduct
its activities to ensure protection of the public
health and safety.

And such examples would include
multiple, significant violations of the facility's
license and technical specifications, regulations
or orders, loss of confidence in the licensee's

ability to maintain and operate the facility in
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accordance with the design basis.

Now a pattern of failure of licensee
management controls to effectively address
previous significant concerns to prevent the
reoccurrence ordered sometime during the next --
we're going to process the licensee were to find
that they also should not be or choose to shut the
facility down.

The NRC does have a section, manual
chapter 030, excuse me, 350 process which
describes the NRC's activities associated with a
plant that is in a shut down condition. This
includes regular meetings of the NRC's senior
management officials to overview the licensee's
activities prior to restarting again at the
facility.

With that I'd like to move on to the
design basis threat. In March of this year the
NRC issued the design basis threat rule under 10
CFR part 73 which looked at the advisory,
adversary characteristics and the ability of a
private security force to defend against those
actions.

Part of the design basis threat review

involved the 12 points that were identified in the
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Energy Act of 2005. And in the NRC's Federal
Register Volume 72, number 52, shown on pages
12705, each of those 12 points is specifically
discussed.

The NRC did make the modification
changes to the design basis threat but largely it
reflects the orders that the NRC had put out
following the September 11 attack on the country,
which includes areas such as additions to the
security plans, training qualifications and
continued the actions, as well as coordination
with local, state and federal enforcement
agencies.

From an overall standpoint the security
at the nation's nuclear power plants, although it
was substantial prior to September 11, has further
been strengthened through the orders that have
been issued as well as the actions or activities
associated with the design basis threat of rule
(inaudible) .

Also I'd also like to point out that the
NRC has been involved in looking at activities,
terrorist attacks along nuclear facilities which
included loss of large areas and the mitigating

strategies associated with that. These factors

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

34
have been incorporated into the rule.

In addition, although the rules do not
specifically address the independent spent fuel
storage facilities, those facilities are covered
under the orders that had previously been issued
and as such the requirements for those facilities
are also (inaudible).

Moving on I'd like to briefly talk about
the High-level Waste Policy Act. In 1982 the US
policy act on high-level waste was issued. And
the act covered several areas in that the high-
level radioactive waste to be disposed of in the
underground in a deep geological repository. It
identified Yucca Mountain, Nevada as the single
candidate site.

The Department of Energy was identified
with the responsibility for developing the
repository. And EPA was responsible for
developing the environmental standard for this
repository. The NRC then is responsible for
developing the regulations to implement the EPA's
safety standards and for licensing this
repository.

As I indicated the NRC has the statutory

and licensing role as amended under the Policy Act
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of 1982. The main responsibilities include to
serve as an independent regulator with oversight
responsibilities for Yucca Mountain, to set the
licensing criteria consistent with the US
Environmental Protection Agency's standards for
Yucca Mountain, to complete the safety review of
the Department of Energy license application, to
make a construction authorization decision on the
Department of Energy's license application in
three to four years, and to adopt the
environmental impact statement prepared by DOE for
Yucca Mountain to the extent practical.

And also we have been working to develop
and maintain the licensing support network and to
also performing the formal nuclear hearings in
regard to Department of Energy licenses.

It's important that the NRC has not
received an application from the Department of
Energy. The current timeline for that submission
as we understand it is June of 2008. With that
there will of course be the required review and
hearings associated with that before any decision
is made as to whether or not to license Yucca
Mountain.

With regard to the current storage
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capacity. If Yucca Mountain were to be licensed,
essentially my understanding, it could cover the
current waste for the US facilities. And any
changes in US policy on high-level wastes,
including reprocessing, would affect that overall
capacity. But as I did indicate the NRC has not
received an application from the Department of
Energy although we have indications that we may
get it in June of 2008.

With regard to the Global Nuclear Energy
Partnership. This is the Department of Energy's
profit-developed systems. Technologies and policy
regimes to allow recycling of used light-water
reactor fuel and eliminate the -- (inaudible) fast
burner reactors. Overall we understand it like
it's a consolidated fuel treatment system, an
advanced burner reactor and advanced fuel cycle
fuel facility.

Commissioner Lyons provided a speech on
this topic in June of this year and it is publicly
available. Overall the NRC has not determined
what stage our involvement would be in this Global
Nuclear Energy Partnership. But the improvised
framework would be essentially to -- our

activities could possibly include the framework,
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guidance, the training of qualified staff and
inspection activities.

In addition we're also looking at how
the National Environmental Policy Act would fit
into the Global Nuclear Energy Partnership.

Next I'd like to address the new
reactors. The NRC -- The Energy Policy Act of
2005, this act authorized for federal risk
insurance for the next six nuclear plants for
delays associated with NRC reviews. I believe
it's on the order of 500 million for the first two
and then 250 million for the next four.

Nuclear, it also provided for nuclear
energy production credits for the first 6,000
megawatt electrics for advanced reactors and
authorized approximately $3 billion in nuclear
research and development to support the next
generation nuclear plant and Department of
Energy's Nuclear Power 2010 Program.

The NRC has been actively involved for
the last several years in providing a new reactor
organization. This is located in our headquarters
office, as well as providing for construction
staff and development of procedures in our Region

II Office.
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These organizations are in place.

Mr. (inaudible) at the NRC has provided updated
standard review plans and is finalizing the 10 CFR
Part 52, which is the rule that would provide for
early site permitting, design certification and
the combined license.

The NRC has been working to improve the
overall licensing process. And this is available
also on site, excuse me, on our website. But it
looked at a design-centered review approach. It
raises the NRC issue that a regulatory information
summary 2007/08 which discusses our design-—
centered review approach as a one-issue, one-
review, one-petition approach.

In addition the NRC has provided design
certification for four reactors. We're looking at
six early site permanent applications and possibly
19 combined license applications.

10 CFR 52 license rule provides for the
enhancement of the design certification early site
permit and the combined license process.

Overall on our public website the NRC
does provide an overall timeline for the combined
license review including the preliminary

activities associated with the early site
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permitting, the activities associated with the
design reviews and also the combined license.

And in addition the NRC is currently
developing what is referred to as the ITAACs.
These are the inspection task analysis acceptance
criteria which will be part of the overall
certification of the construction of a facility
and for verification that the plant was built as
provided.

With that the NRC does have some
additional discussions, talking points on new
reactors. And as I indicated these -- the
process, the timeline and in many cases the
applications that are pending are provided on our
website at nrc.gov.

With that I'd like to conclude my
discussion and provide for any questions or
answers that we can.

MR. McCLARY: Thank you Bill.

PRESIDING MEMBER PFANNENSTIEL: Thank
you Mr. Jones and Mr. Lee. Very content full.
Questions from the dais? Commissioner Boyd.

COMMISSIONER BOYD: Again, thank you
Mr. Jones and thank you for again in two years of

testifying to our Commission. And Mr. Lee thank
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you for your presentation. I have three areas I
want to cover.

First will be Palo Verde. And I want to
thank you for your detailed discussion of the
current situation there. It's complex both in
terms of the language we use in this business and
the citations to all the various codes and
chapters and what have you.

I just want to make a comment on this.
Of course as the State Liaison Officer for
California I've been following this rather
closely. And the events of the last couple of
weeks which you did detail, I appreciate that, I
just want to indicate to you and to folks here
that in simple terms the NRC moved Palo Verde,
particularly unit 3 from, what we say, column 4,
from column 3 to column 4. There's only one
column left. And that becomes as discussed,
unacceptable performance and possible shut down.

It's unclear to me whether this
potential shut down of unit 3 or the whole
facility. And I know there's a long process and
we're talking about many months into the future.

But unless indicated, for the first time

in the roughly five years I've been doing this I
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contacted the management of the California
Independent System Operator to just suggest that
if they hadn't put this incident on their watch
list, which they had not although they were aware
of it, that they probably should because here in
California we worry about who's providing our
electricity supply present and future. And shut
down of one unit or shut down of the whole
facility would be a rather significant event.

So, while this is not meant to imply
there is an impending problem it's just meant to
inform our management here that we're being
cautious and thinking into the future. So I thank
you for being very complete in your discussion of
the fact that we do have an issue there that
hopefully will get better but it is an issue of
concern.

Secondly on SONGS, there has been a
recent incident. And I might not have brought it
up except this morning while watching the morning
news, more interested in what's happening up at my
beloved Lake Tahoe than anything else, there was a
banner headline across the, or I guess a footline
across the TV screen talking about the recent

SONGS incident and of course the cryptic language
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of instant media was not very descriptive and
could lead the public to be a little concerned. I
wonder if you might want to mention what's going
on at SONGS.

MR. JONES: Certainly. As you indicated
there was an event at SONGS Unit 2 that involved a
loss of non-safety related air system.

Essentially a pipe associated with the air system
failed. This resulted in a loss of air to a
regulating valve that was feeding the or providing
the control for feed water to the big generator.

The licensee manually tripped the
reactor because of the loss of (inaudible) to a
safe condition. As a result of that event the NRC
has, as part of our inspection process, I
described the baseline section, we referred to the
supplemental inspection process which will remain
at Palo Verde.

In addition we have a reactive process
that we looked at. We performed a review of that
event to determine that we would be conducting a
special inspection at SONGS which is currently
underway. That special inspection will be
completed within likely the next week or so. And

from that the NRC will be issuing an inspection
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report which will be put onto our public website
and available to all to look at.

It is an area of concern to us. We did
determine that the event was of a nature that we
did want to perform a special inspection. We have
initiated that inspection. In addition the
charter, the scope of the activities the
inspectors will be involved in is available
through our (inaudible) and that can also be found
at our website. Thank you for bringing that up.

COMMISSIONER BOYD: Thank you. And my
last gquestion is either to you or Mr. Lee.

Mr. Lee referenced aging management or aging
deficiencies as we talk about the relicensing of,
potential relicensing of existing plants. And I
just want to ask kind of general gquestion about
your experience since in this country in the last
few years we've hit the 40 year line for several
plants and there have been relicensing activities.
And undoubtedly California's plants are getting
near the end of their license lifetime.

I'm wondering in this area of aging of
components at facilities if you or your agency is
observing aging to be somewhat of a linear thing.

That is things just get old over time so to speak.
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Or are you finding aging to be variable depending
upon individual components? Or are you finding no
consistency in what you see as aging of facilities
from plant to plant or from similar types of
equipment to similar types of equipment or
manufacturer to manufacturer?

DR. LEE: Yeah, Bill, I can try to
answer that. What we have seen so far is that
that is not, aging is not unique to license
renewal. So you have corrosion, you know, pretty
much, so you're kind of seeing that. So it's not
really unique.

For license renewal, for the age of
management what we have seen so far is a lot of

plants, they put in more inspections programs or

more maintenance programs. They might commit to
more replacement, more analysis. So it's not
really unique. But now they have to be more
careful. They need to, you know, keep an eye on
it.

COMMISSIONER BOYD: Okay, thank you,
That's all.

PRESIDING MEMBER PFANNENSTIEL: Yes,
Commissioner Byron had a question. Commissioner

Geesman.
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ASSOCIATE MEMBER GEESMAN: I too want to
thank Mr. Jones and Dr. Lee for being here today.
I think that it greatly contributes to our efforts
to have a better understanding of the subject
area.

I have two general areas of inquiry to
Dr. Lee. You mentioned in your comments and I
believe you may have been speaking of the Oyster
Creek proceeding but you mentioned that your
commission would defer to the state in the NPDES
permit. Did I get that correct?

DR. LEE: That's correct. That is on
the Vermont Yankee case.

COMMISSIONER BYRON: And on a more
generic basis, meaning all of the plants that you
see, would it be your intention to defer to the
states in the NPDES permit issuing process?

DR. LEE: Actually if you read the
Vermont Yankee the decision, the Commission
actually made it very clear that they would
actually defer.

ASSOCIATE MEMBER GEESMAN: My reading of
the Riverkeeper Circuit Court decision would
indicate that, i1f in fact there is a conflict

between the safety requirements of the NRC and the
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environmental requirements of the NPDES permit
that the NRC's concerns would, in fact, prevail
under those circumstances. So I wonder if you
could elaborate how you envision this deferral
process working.

DR. LEE: The deferral, the way I see it
is that this deferral relates to the environmental
impact. For safety there is a certain safety
requirement that the plant needs to meet. By
meeting the safety requirement but if it cannot
meet the environmental impact like the, the charge
permit then they can not operate.

ASSOCIATE MEMBER GEESMAN: So would it
be correct for me to conclude that a state has a
pretty free range of discretion in its NPDES
decision making as long as it does not come into
conflict with one of your safety requirements.

DR. LEE: It depends. They might be
different because the safety requirements is to
operate safely you need to meet this requirement.
But if you cannot get a state permit to operate in
that way you just can not operate. We do not want
an unsafe plant.

ASSOCIATE MEMBER GEESMAN: And do you

envision these decisions or determinations being
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made on a plant-by-plant basis or would you

envision a more generic rulemaking process at the

NRC.

DR. LEE: I think this is in the
existing rules. If you read the Vermont Yankee
the decision. That's how the Commission is

interpreting the existing rule.

ASSOCIATE MEMBER GEESMAN: Thank you.
The second area that I wanted to inquire of you
relates to how your process intersects or overlaps
with the Institute of Nuclear Power Operation,
INPO. We were referred earlier this week in the
workshop that we held by Dr. Charles Ferguson in
our discussions of how we might create a better
international safety culture or level of
confidence in the safe operations of nuclear
plants around the world. Professor Ferguson
suggested INPO as a good model to develop that
confidence. And I wonder in your process what
intersection or overlap may exist with the INPO
process.

MR. JONES: Well.

DR. LEE: Yeah, Bill, you can talk about
that.

MR. JONES: This is Bill Jones again.
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The NRC has a memorandum of understanding with
INPO as to how we will conduct our activities.
The NRC, of course, our inspection activities
looks at many of those activities that INPO is
also.

We do not directly follow INPO findings.
We don't necessarily follow up on those
activities. But we are aware of the type of
issues that are being identified. And to look at
it from the perspective of what type of issues
does the INPO evaluation for example of a facility
provide any other insight that we may not have.

We do consider that. Resident
inspectors are typically the point of contact for
that interface. In addition the, we don't follow
up specifically on the INPO findings but we do
make sure that we have an understanding of what
they're (inaudible).

In addition INPO has data available on
equipment performance and we do have access to
that through an agreement. That we can use then
for insight in inspections but we don't
necessarily refer to that specifically. You will
not or should not see specific references to INPO

documents in any of our inspections. We did
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utilize some of that information in our planning
and moving forward.

The relationship has evolved over time
where licensees, excuse me, INPO does in-plant
evaluations. We don't get involved directly with
—-— For example if they were looking at a
surveillance activity we would not look
specifically at that surveillance and allow them
to operate independently. And they do the same
for us is we're looking at specific surveillance
situations for example.

But we do understand and communicate
what the understanding the INPO findings, what the
significance of what they're looking at actually
is. But as I indicated there is a memorandum of
understanding. And the relationship has evolved
over time and has proven to be very effective in
that it does provide an independent review of
these licensees and we are provided with that the
information and the overall assessment. Does that
answer your question?

ASSOCIATE MEMBER GEESMAN: Yes it does.
I guess if I could follow up with a somewhat more
general one. What would be your advice to a state

regulator in terms of trying to establish a level

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

50
of confidence in either existing plants or the
prospect for license extensions in the actual INPO
results.

MR. JONES: That would have to be —--
From a state regulator that would have to be an
agreement that you would have to talk to with INPO
itself. However, such as the state of Illinois
does have their own inspectors and we have a
memorandum of understanding where we share
information. They actually on occasion
participate in recovery inspection activities.

And those are agreements that have previously
we've worked out. And if the state of California
was interested in doing such a thing we'd have to
look at working out that type of agreement.

ASSOCIATE MEMBER GEESMAN: Thank vyou
very much Mr. Jones.

PRESIDING MEMBER PFANNENSTIEL:
Commissioner Byron.

COMMISSIONER BYRON: Thank you both for
being with us today. Dr. Lee I was wondering if
you could answer a few questions for me with
regards to license renewal of our nuclear
generating capacity that we rely on. I'm not sure

exactly, I think Diablo Canyon and SONGS are in
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the vintage of about 25 years old right now. I
think Palo Verde is obviously a little newer.
Have you had any indication at this point for or
have you received applications for license renewal
from any of these nine units?

DR. LEE: We have not received an
application and they have not expressed an
interest to NRC.

COMMISSIONER BYRON: Okay. Do I have it
about right on the dates, about 25 years old.

Well I suppose we can get into these with the
operators as well.

DR. LEE: I think that's about right.

COMMISSIONER BYRON: You had indicated
about half of the operating reactors have received
license renewal, have been granted extensions.

DR. LEE: That is correct.

COMMISSIONER BYRON: Have any license
renewal applications been denied at this point?

DR. LEE: We have not denied an
application, however we have returned one
application because of the gquality. And we also
delayed the review of one application because of
the support.

COMMISSIONER BYRON: Because of —--
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DR. LEE: Inadequate support on the
applicant.

COMMISSIONER BYRON: And can you tell me
typically when you grant a license renewal
extension or a license extension are there any
operating and maintenance requirements that are
imposed on the plants that might affect output or
its ability to be dispatched?

DR. LEE: The additional requirements
are on age management programs so they'll commit
to more inspections, more analysis. But I haven't
seen anything that affects the output of the
plant.

COMMISSIONER BYRON: Okay, thank you.

PRESIDING MEMBER PFANNENSTIEL: Again I
want to express our appreciation for both members
of the NRC to be here and help us on this
difficult issue. Why doing I turn it back to
Mr. McClary and see where we're going here.

MR. JONES: This is Bill Jones I would
again like to express our appreciation for being
allowed to participate in this process from our
standpoint also. And also for you making the
accommodations to allow me to participate by phone

after my attempts to get to Sacramento yesterday,
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the cancellation of my flight at 11:30 last night.
Your staff worked very well with me and I do
deeply appreciate it.

The NRC is involved in a lot of
activities, as you're well aware of. But from the
Chairman, the Commission, the senior management
and the NRC staff, although we're involved in new
reactors and activities and development of those
organizations, the staff's focus remains on
assuring safe operation of the nation's nuclear
reactors. And that includes San Onofre, Diablo
Canyon and Palo Verde. I see that day to day in
our discussions that the Chairman has with the
staff and meetings we have with the Commission.
And if our staff's performance are being the basis
(inaudible) .

Again I appreciate the opportunity to
talk with you and I just wanted to let you know we
do take our job very seriously, working hard to
ensure the safe operation of those plants or take
action a is necessary to ensure that they're
operating safely or not at all. Thank vyou.

PRESIDING MEMBER PFANNENSTIEL: Well
again thank you Mr. Jones, especially for your

extra efforts to participate. It's very important
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to us here. You're critical partners with us in
this evaluation.

COMMISSIONER BOYD: Mr. Jones, this is
Commissioner Boyd. Please give my regards to Bill
Maier of your staff there who's been a good,
excellent liaison with us here in the state of
California.

MR. McCLARY: Well thank you and with
that we'll return to individual plants, focus
there and we'll start off with Palo Verde. We
have with us today Mr. Steven Olea. He's the
Assistant Director of the Utilities Division at
the Arizona Corporation Commission.

He's been with the Commission since 1983
and Assistant Director of the Utilities Division
since 2000, represents the Commission on several
task forces and commission regional agencies. And
we're very glad to have him with us today to talk
about Palo Verde.

MR. OLEA: Yes, good morning Chairman
and Commissioners. Again, I'm Steve Olea of the
Arizona Corporation Commission staff. And I'm one
of two assistant directors there in the Utilities
Division. And I'd like to thank you for inviting

me to be part of this workshop today.
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And let me get my glasses on to see what
slide is up for me. And if we could just go to
the third slide when you get there. The second
slide is just my disclaimer that I do work as part
of the staff there. And the Arizona Corporation
Commission is made of five statewide elected
officials. And in my capacity here today I am not
speaking for them. So any opinions you hear today
are mine and not those of the commissioners or the
staff.

In particular with the Palo Verde
Nuclear Generating Station it's made up of three
units. Units 1 and 2 currently have a capacity of
about 1,410 megawatts gross and 1,340 net. And
Unit 3 is at its original capacity of 1,300
megawatts gross and about 1,225 net. And those
are approximate numbers.

And the reason for the differences is
that on Units 1 and 2 they already have had their
steam generators replaced and Unit 3 is going to
have its steam generators replaced this fall. So
it will have an extended outage this fall. They
are estimating about 100 days to get all that
done.

Currently Unit 1 is down for a planned
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refueling outage. And that's, currently the
refueling outage is without the steam generator
replacements. But going at about 39 or 40 days
and there about 20 to 25 days into that outage
right now. And units 2 and 3 are operational at
this point.

And as was discussed by Mr. Bill Jones,
currently at Palo Verde Units 1 and 2 are on
what's called column three of the NRC action
matrix and that's due to a degraded cornerstone.

Unit 3 is in column four of that action
matrix. And as was mentioned by Commissioner
Boyd, there's only five columns. So there's only
one more left to go. And they don't want to get
into column five.

But the reason they're in column four,
as was stated, is because of the multiple
repetitive degraded cornerstones.

And currently, and there's a large part
of my presentation that you've already heard from
Mr. Jones, but there's a piece of mine that gets
into a little bit more detail.

Currently the NRC has taken action and
they have initiated their inspection procedure

95003. They also have assigned an additional on-
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site inspector at Palo Verde because of this.

And they are conducting quarterly public
meetings. And one was already done this last
month. And they're going to do these meetings
because with all of the publicity and all that has
taken place with moving Unit 3 into column four
they want to make sure that the public stays
informed as to exactly what's going on out there.

On June 21st the NRC issued what's
called a Confirmatory Action Letter. And I'll get
into details of that letter in a minute.

And even though it's only Unit 3 that's
in column four the entire site is being evaluated.
And that's because all three units are identical.
And you have the same upper management for all
three units. So if you've got some kind of site
culture that's going on in one of those units it's
probably going for all three units. So that's why
the whole site is being evaluated by NRC.

In the, and if we can go to the
Confirmatory Action Letter. There are five points
that are in that letter. And the first one has to
do with the site, addressing the root and
contributing causes for the four items that are

listed.
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And that is that in the NRC's eyes at
Palo Verde there was ineffective resolution of
emerging technical issues, there was failure to
routinely question validity of engineering
assumptions for operability of the equipment,
there was inconsistent notifying of the
operations, of operation personnel of the
operability concerns, and there was inadequate
performance monitoring in measures to fully assess
corrective action effectiveness. And those are
the four pieces and that one point that the
management and the employees at Palo Verde have to
address in order to get out of that column four.

The next point is they have to complete
corrective actions to improve human performance
and problem identification resolution.

And there's the three areas that are
specific for that point there. And again, there
was a question in something that was sent to me by
Barbara Byron that at this workshop one of the
questions was going to be was there anything that
we learned as far as what's happened at Palo Verde
and how they got into column four.

And in my mind one of the primary things

we learned is that the employees and management at
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a nuclear station can not get complacent. Five or
six years ago the Palo Verde Nuclear Generating
Station was probably the top performing plant in
the country. And today they're the worst as far
as, there's only one other plant in column four.

And a lot of that has to do and this is
from the meetings I've attended not only with the
NRC but with the Arizona Public Services that
management and the employees out there sort of
became complacent. And they knew they were at the
top and they kind of thought they were always
going to stay there just by and I guess just
because they were there.

And we've learned that you can't stay at
the top without working hard at it. And that's
why they're in column four today.

The last three points that were in the
letter from the NRC was as was mentioned earlier
was that they have to complete an independent
safety culture assessment by September 15th.

And that is one where I believe the NRC
based on the meetings I've attended and also the
management of Arizona Public Service felt that the
employees out there were again getting complacent.

And that the safety culture was going in the wrong
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direction.

And everybody out there, all the
employees have to question everything that goes on
and make sure that everything is being done
properly. And if there's anything they see that's
not they have to bring it to the attention of
management and if that's not good enough they
bring it to the attention of NRC.

And so that's why the management of Palo
Verde has to do this assessment to make sure that
all of the employees out there have that attitude
and have that questioning attitude.

Now they also have to incorporate the
results of an in-depth evaluation and a safety
culture assessment into a modified improvement
plan. And they have to submit the modified
improvement plan that would impact reactor safety
by November 30th of this year.

Now what is Arizona Corporation
Commission doing with. At this point the
Commission is monitoring the plant's compliance
with the NRC to make sure they are doing
everything they have to do to get out of column
four and to do everything that the NRC is going to

ask them and also require them to do.
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And also the Commission staff is
evaluating the 2006 outages at Palo Verde. And
that is because the Arizona Corporation Commission
is the one that sets rates for all of the
utilities in the state. And they want to make
sure that any outages that occurred at Palo Verde
were not the results of imprudence because if they
were the result of imprudence then those costs
that would be shared by Arizona Public Service
which is the one utility that owns a part of Palo
Verde that the ACC regulates those costs would not
be passed on to ratepayers.

And there was a recent Arizona Public
Service rate case that just concluded, in fact
it's still in the, it's not final yet because
there's a because after the Commission signs the
order there's a period of 20 days where that order
can be appealed. And we're still in that appeal
period.

But in that order Arizona Public Service
was ordered to work with Commission staff to draft
a nuclear performance standard for that station
that would be used by the Corporation Commission
in future cases.

Now there's nothing in the order that
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says that the Commission would actually adopt that
standard. And that's because the Commission is
very concerned that they not do anything that
would interfere with the Nuclear Regulatory
Commission. But they at least want to see what
staff and the management of Palo Verde can come up
with that maybe the Commission could use in future
cases.

And the following slides, there's a set
of slides and they are very brief summary of a
very detailed presentation that management at Palo
Verde presented at the public meeting that I was
talking about. And this was on June 6th. And it
was in an old town called Tonopah which is about
50 miles west of Phoenix which is right where the
plant is located.

That slide presentation that was put
together by the management of Palo Verde was
probably about 100 different slides. And it was a
very detailed explanation of exactly the steps
that Arizona Public Service as the operator of the
station was doing to comply with what the NRC was
going to require them to do, all of the
assessments to get out of column four.

And I'll just briefly go through these.
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And they have labelled this the Impact Project.
And the purpose of the project is to improve the
site safety culture. And as I mentioned earlier
that's critical to all this. Is that everybody at
that site, every employee has the same attitude
with regard to safety. That it's not just a few
people in the control room that have that attitude
but everybody has that attitude.

And they also have to identify issues
and corrective actions to enable Palo Verde to
improve performance. And they have to sustain
that performance for the long term.

And the assessments that they have to do
here are the independent safety culture assessment
as I said. They have to identify broad-base
safety, organizational performance issues. They
have to review programs associated with
identifying and assessing corrective performance
deficiencies. Perform an assessment of selected
performance deficiencies and associate
organizational issues. They have to determine if
actions related to the recirculation actuation
sump have been effective. And that one and the
next issue that have to do with the emergency

diesel generator. These last two bullet points,
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those are the bullet points where they had the
problems that got them into column four. So the
have to assess what's happening there and what
caused that.

And they have a collective evaluation
they have to identify the primary areas that are
driving performance deficiencies at Palo Verde.
And they have to establish improvement actions to
achieve sustained high performance for the long
term.

And again, all that boils down to the
attitude of each employee and exactly what they're
doing and if they have that questioning attitude
and I've heard that term used by NRC at several of
the meetings that all the employees have to have
that questioning attitude as to and they can't
have the attitude well that' the way you know
that's the way we've done it for the last four
years so it must be right. And that's not the
case because that's part of the reason that
they're in column four.

And the results of all of this have to
be that the corrective actions to prevent
recurrence of issue that caused Palo Verde's

decline in performance. And for example they have
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to address the organizational, the processes and
equipment and the cultures at the plant.

They have to have an integrated plant to
support and strengthen safety culture. They have
to sustain performance improvement for the long
term.

This next slide is a diagram of exactly
the process that the management at Palo Verde is
going to go through to get at least part way of
getting them out of column four. In the meetings
I've that attended the questions we're asked is of
the NRC and of the management at Palo Verde was
how long was it going to take to get out of column
four?

And the answer was a long time. And
that meant maybe three years, maybe two, maybe
four but somewhere around the three year period is
what they're expecting.

And there's no hard and set time frame.
But there has to be improvement that keeps being
shown. And I think that was mentioned by Mr. Bill
Jones. Is that at the end of this 95003 is that
they don't expect, well, they know that Palo Verde
won't have done everything it has to do to get out

of column four.
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But they at least have to see that
they're starting to move in the right direction.
And that's what they expect to be seeing by the
end of the vyear. So this long diagram was talked
about at the management at Palo Verde in Tonopah
and it was a very detailed explanation of exactly
what they have to do to get to where they want to
be at least by the end of the year.

And the last slide has to do with this
is how the management of Palo Verde is looking at
what they have to do. And in one of the meetings
I went to with the NRC the three boxes that the
NRC was most concerned with, okay, and it's
obviously safety, but to get to the safe operation
is that there's the plant equipment, there's the
corrective action and the human performance.

Those were the three that the NRC felt
that the management at Palo Verde really had to
focus on. And there was one of the statements
that Dr. Bruce Mallet has made at several of the
meetings for NRC is that he kept stressing that
none of the units, 1, 2 or 3, none of those units
was ever operated in an unsafe manner.

But the reason that Unit 3 is column

four is because of everything that did happen.
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NRC wanted to make sure that it never got to the
point where they were operating in an unsafe
manner.

And from everything I've heard at all
the meetings is that everybody expects Palo Verde
to get out of column four back into column three,
two and one. They expect that.

But I think as was mentioned, and again
by Commissioner Boyd,is that everybody has to be
cautious. But there's nothing that's eminent
that's about to happen that would be negative of
Palo Verde. But that doesn't mean that people
shouldn't be cautious and do everything they can
do to get Palo Verde out of column four and back
up into line into the other columns.

And that's the end of my presentation
and I hope it was helpful to what you're doing
here today.

PRESIDING MEMBER PFANNENSTIEL:
Extremely helpful, thank you. Questions?

COMMISSIONER BOYD: Only a comment that
you kind of confirmed my feeling that the recent
action by NRC was a very significant and close
shot across the bow to the operators of that unit

to the need to get their act together. So I, like
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you, hope that they turn it around and get it
corrected.

And there's no question that we as a
species can get very complacent sometimes about
where we are. So good luck to you as a state
agency with oversight for that.

PRESIDING MEMBER PFANNENSTIEL:
Commissioner Geesman.

ASSOCIATE MEMBER GEESMAN: Yeah I want
to thank you for your presentation. What weight
does the Arizona Commission give to the INPO
rating for Palo Verde?

MR. OLEA: Well, okay, that's hard to
say and I know that it was considered. But in the
APS rate case it wasn't a major portion of the
rate case. But they did ask about it.

ASSOCIATE MEMBER GEESMAN: How good --

MR. OLEA: -- you know in that.

ASSOCIATE MEMBER GEESMAN: How good of
predictive indicator if the rating of future
problems at the plant?

MR. OLEA: Well, and again, this would
just be my opinion. But I guess not very good
because before this they were at a one rating and

now they're in column four of the NRC action
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matrix.

And I think they were and I think the
Palo Verde Station was rated number one by INPO
for, okay I'm going to say close to 10 years.

And I think that's part of what got into
the complacency attitude out there is that they
were always at the top of the INPO rating. And
things kind of slipped away after that.

ASSOCIATE MEMBER GEESMAN: Is that
rating something that is accessible to your staff
and something that you monitor?

MR. OLEA: ©Not something that we
monitor, no.

ASSOCIATE MEMBER GEESMAN: But it is
accessible to you?

MR. OLEA: I'm going to have to say I
don't know because I know that was an issue.
Because I think the rating is accessible. But the
reasons that they get a certain rating were not
accessible.

ASSOCIATE MEMBER GEESMAN: So if you saw
the rating begin to decline and obviously there's
pretty significant financial consequences when
these plants don't operate as well as they are

hoped to but as you saw the rating decline you
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wouldn't have the ability to penetrate the rating
and determine what it was that was causing that?

MR. OLEA: To be honest with you I don't
know. And I know that our legal division had,
there was legal guestions there. So I don't know
the answer to that one.

ASSOCIATE MEMBER GEESMAN: Thank vyou.

PRESIDING MEMBER PFANNENSTIEL: My
question is similar but I'm just wondering whether
there's any, in retrospect, whether there's any
sort of early warning that you could have tracked.
When did you realize that there was significant
problems at Palo Verde. And is there some
guidance you can give us on what we should be
looking for.

MR. OLEA: Well for the Commission
staff, we don't have anybody on the staff that
knows how to operate a plant or that has that kind
of experience so what we rely on a lot is on the
NRC. And we get, in fact I do, I get copies of
everything that's issued by the NRC for that
plant.

And so when we see something coming from
the NRC that shows that they're having questions

or they're having concerns that's when we have

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

71
those same concerns. And we try to work with the
NRC and with the management at Palo Verde to keep
track of what's going on.

But we follow mostly the NRC and not
INPO.

PRESIDING MEMBER PFANNENSTIEL: Thanks.
Anything else? Thank you very much for being
here.

MR. McCLARY: Okay, we'll now turn to
Diablo Canyon and PG&E. And our next panelist is
Jack Keenan who's Senior Vice-President for
Generation and Chief Nuclear Officer for Pacific
Gas and Electric.

And in that capacity he oversees
generation overall not just nuclear but also
specifically the operations of the nuclear reactor
at Diablo Canyon. He is relatively recent with
PG&E but has been in the generation, and
specifically, the nuclear generation part of
utility operations throughout his career on the
east coast with Northeast Utilities and Progress
Energy.

MR. KEENAN: Thank you, good morning.

PRESIDING MEMBER PFANNENSTIEL: Good

morning.
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MR. KEENAN: I'm pleased that you
invited me here to discuss PG&E's Diablo Canyon.
And I look forward to having an interchange with
folks and I hope to be very educational.

We have sent previously a paper
answering the Commission's workshop questions so I
will not be covering all those questions during my
presentation. First slide please.

This is a picture of Diablo Canyon.
That's on 12,500 acres of beautiful coastline here
in California.

It supplies a large part of our electric
supply to our customers which I'll talk more
about. But it's basically a base-loaded and we
run as often as we can. And it's a low-cost
supplier at this point.

Diablo Canyon has very minimal impacts
to the environment in this area as I think you can
probably see. And we continue to monitor that.
And it does emit no greenhouse gases in the
generation of its electricity.

The other important fact is that we do
have decommissioning funds available to return
that venue to its original condition as the

surrounding areas are in.
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A little bit of data about Diablo Canyon
would be that it's a Westinghouse pressurized
water reactor, pretty standard in the industry of
those built at the time.

It did start commercial operations as
referred to earlier in the mid 80's for both Unit
1 and Unit 2. And you can see that we produce
over 2,000 megawatts of clean power for California
which satisfies almost a quarter of our customers'
needs at PG&E.

And it represents approximately 10
percent of native California generation at that
site.

We were licensed by the NRC to operate
for 40 from the dates that you see above.

And also PG&E has a very rich history in
the, early on in terms of nuclear power operations
with receiving the first Atomic Energy Commission
license number one in 1957 at Vallecitos and then
'63 we licensed Humboldt Bay and, of course,
Diablo Canvyon.

For PG&E and Diablo Canyon safety is a
core value. Our number one responsibility is the
public health and safety. We take that very

seriously.
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One of the ways we do that is through
our emergency planning. We have an extensive
emergency planning effort ongoing. It obviously
meets all NRC requirements. In addition we work
very closely with many agencies.

We regularly train with those agencies,
have drills and exercises which are critiqued.

And from those critiques we usually have
considerable amount of lessons learned that we
continue to go back and take corrective actions to
correct.

And we continuously upgrade our
facilities to become more modern and have all the
latest equipment in order to be prepared for an
emergency.

Plant security is certainly another way
that we ensure the safety of the public. We have
a very, very, well-trained and highly skilled
armed force at Diablo. We're very proud of those
individuals. And we have significant equipment at
the site both active and passive to prevent any
type of terrorist attack or undetected individuals
coming to our area.

If you've had an opportunity or can get

an opportunity to visit Diablo Canyon I think
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you'd see what I'm talking about. We are
certainly the most well-defended industry in the
United States.

We have a significant long-term seismic
program. We have some of the most distinguished
individuals in this area that understand the
geosciences of the earth and to continually
monitor what's the latest what's going on with the
Earth and around us and around the whole world
actually to understand and update our seismic
situations in California.

And our commitment to safety we're very
committed to the safety of our workers. It goes
down to many levels. I wanted to show you in this
graph the type of safety that we have within our
workers at Diablo Canyon. We've continued to
improve the safe work conditions and the safety
culture of people who work at Diablo Canyon and
that includes not just our employees but of people
that come as contractors to work there.

You can see this trend and I know it
sometimes these rates are hard to understand. But
we basically recently have reached the level of
.05 and that would be an injury rate of lost-time

accidents per 200,000 hours.
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And to give you an example of what that
might mean better to understand is that if a 100
employees worked for 20 years we'd have one lost-
time accident with that rate.

Looking at it from a scale compared to
some other industries that rate for our industry
is actually at .25 overall for nuclear power
plants. And that compares to electric utilities
the work that they do to about two. And the
manufacturing sector at about 3.6.

And I think you'll see later in the
presentation this is 2004 statistics that the
latest statistic have actually shown that the
nuclear industry has improved down to about .12.
So it's even getting better than this.

So it's basically one the very, very
safest industries in the world to work in. It's
comparable, if not better, than working on Wall
Street or in real estate (laughter).

Talk a little bit about the
environmental benefits. Obviously I mentioned
that Diablo Canyon is carbon-free in our
generation. And we're very proud of that at PG&E.
And, in fact, our generation portfolio is 90

percent carbon-free. Obviously with the other
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major generations being hydro.

Our overall portfolio even given the
electricity we purchase for our customers we're
over 50 percent carbon-free.

So the nuclear plant itself if we had to
replace that actually with generation today would
have to be probably gas generation and it would
produce eight to ten million tons of carbon
dioxide annually.

So we believe that Diablo is critical
and nuclear power is critical to meeting the goals
that California has.

On used fuel, I'm not going to speak too
much on that. I know you're having other
presentations and have had other presentations and
on used fuel. But I just want to say that used
fuel is really not a technical issue.

The storage and transportation of used
fuel has been, the technical issues have been
solved. We can store it safely. And it's been
transported throughout the world and through the
United States safely without injury to anybody.
It's a proven technology.

And seawater cooling we have been using

that a long time as other people have. It's
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thoroughly studied and understood. We continue to
monitor our affects on the environment. They are
minimal.

And, in fact, if we had to use other
cooling methods we would find that the impact to
the environment would probably be greater.

And as I mentioned earlier we're fully
funded to restore the site to what we call a
greenfield so that you would not know that it was
there at the end of its lifetime.

In mentioning the used fuel, we have at
Diablo Canyon you can see on the right a picture
of a spent-fuel pool, one of the spent-fuel pools
at Diablo. Obviously again as I mentioned it's
safe and secure in the pool. We've been storing
fuel like that for in commercial power plants for
in the 50 year range.

We consider these systems temporary

though because the DOE is committed to take the

fuel. Obviously that's another issue that you're
looking at a lot harder then. So I won't go into
that.

But we believe that we obviously have
prepared to ship fuel when the DOE is ready to

accept it. You can see in the lower picture, and
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I did want to mention that the capacity of our
pools is about 75 percent. And that is all the
fuel that Diablo Canyon has made in over 20 years.
So it's all in one pool and certainly is a small
amount of fuel given the amount of power that has
been generated.

You can see in the lower picture the
dry-storage facility which is going to be complete
in early '08. It is, that is a picture of it
there. It's well on its way to being complete.
It's a robust design. The industry has been using
this for over 20 years. And we feel very
comfortable that that will be very safe storage of
our fuel based on the experience and design of
those casks. And again they can be shipped to the
DOE when they're ready to receive the fuel.

One of the things that obviously this is
a very controversial spent-fuel is probably the
most controversial issue when it comes to nuclear
power. I personally feel that nuclear power since
we have spent-fuel is in some ways a very positive
because the fuel that we use to generate
electricity we still have it. It's in our hands.
We can deal with it. When you use fossil fuels

the by-products are end up spread across our
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environment and have proven to cause human
suffering.

This right here we can deal with it,
store it safely and I know you're going to talk,
you have talked probably about reprocessing.
That's certainly a good option to reuse the fuel.

Talk a little bit about Diablo Canyon
and our performance. We'wve had very strong
performance at Diablo Canyon.

We recently had a refueling this year.
And we completed that refueling in just under 30
days which was the shortest for that particular
unit. And is a very good outage,it's very safe.

We have a number of parameters that we

use to measure how safe we do things at the plant

such as our unit performance monitors, safety

monitors in terms of whether it's planned events.

And this was the safest outage in all those areas

that Diablo has ever had.

80

Talking about the online performance for

a minute. We have about an 18 month cycle in
terms of the period of time that the units are
online.

In the last two outages, the Unit 2

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

81
outage in '06 and the Unit 1 outage in '07, both
units ran over right about 500 days. One was just
under. But basically ran the whole 18 months from
the time they started up from the previously
refueling to the time they shut the unit down.

The units were running continuously.

So that adds to the safety and
reliability of these units and the low cost.
Obviously the longer they're running the more
they're running the lower the cost.

So you look at the next slide you'll see
trends that we have ongoing at Diablo since the
beginning of starting up the plant. And the
industry as it has matured is learning how to do
shorter outages.

The first graph is the length of the
outages. And as you can see we started off with
longer outages, the industry did. And we've been
shortening those outages accomplishing all of the
work we need to accomplish to assure the unit
could run safely until the next outage. That's
our goal when we shut a unit down and refuel is
that we, all the maintenance that we need to do
and restore all the equipment to make sure that

unit is in safe condition to run for the 18

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

82
months.

And you can see we're getting that. And
we're shortening the outages on top of that. That
overall is bringing the cost of electricity from
not only Diablo Canyon but the industry the costs
are dropping per kilowatt hour from nuclear
plants.

ASSOCIATE MEMBER GEESMAN: Could you
explain what the horizontal axis is?

MR. KEENAN: That's the days, that's how
long the outage is on the top one.

ASSOCIATE MEMBER GEESMAN: Okay.

MR. KEENAN: So we started up over a 100
days with the first outages and now we're
approaching the 30 day range which is getting to
be best in industry, not gquite, but we're getting
very close to 1it.

ASSOCIATE MEMBER GEESMAN: I was
unclear. That was the vertical axis. What's the
other?

MR. KEENAN: Oh, I'm sorry. Oh, that's
the refuel outage. That's refuel outage number
one, refuel outage number two.

ASSOCIATE MEMBER GEESMAN: Oh, okay.

MR. KEENAN: The first number is the
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unit, Unit 1, refuel one, Unit 2, refuel one.

ASSOCIATE MEMBER GEESMAN: Okay.

MR. KEENAN: Sorry I, okay. The second
graph is our operating capacity factor. And
that's capacity factor for when we start the unit
up to when we shut it down.

And you can see at Diablo those numbers
have been continuously improving, and in fact,
since the third refueling outage we've had an on-
site capacity factors above 90 percent. And we're
now actually in the 100 percent range because of
the continuous operation.

ASSOCIATE MEMBER GEESMAN: You appeared
to have had a little blip on cycle number 12 in
both graphs.

MR. KEENAN: That's correct.

ASSOCIATE MEMBER GEESMAN: When would
that have been?

MR. KEENAN: That would have been about
four to five years ago because they're 18 month
cycles.

ASSOCIATE MEMBER GEESMAN: Okay, thanks.

MR. KEENAN: Okay. Okay so looking
again at the economics overall our projection for

this year was about 3.8 cents. And that's what we
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used when we looked at how we're going to operate
Diablo Canyon and how we will, would impact our
customers. And that includes all costs of fuel,
operations and maintenance and capital and
depreciation costs.

And certainly that's less than our in
our market price reference of eight cents. We
actually believe that as we're going through this
year and having a very good year we'll come in
around three and a half cents at Diablo Canyon.

And that actually will make us make
Diablo Canyon the cheapest generation that we
have. Hydro on a good year will be a little bit
cheaper than nuclear. This year is not a good
year for hydro so it will be more expensive than
nuclear.

We continue to invest in our nuclear
plant. As you can see a number of investments
there with the turbine rotor replacements which
are done, the dry-cask storage, steam generators
coming up and reactor head coming up. And those
are fairly expensive modes that we're either doing
or going to be doing in the future.

But overall we make sure that Diablo

Canyon has the proper maintenance and equipment in
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place to be a safe and reliable plant.

One of the things that the nuclear
industry is benefitting from is the improvement in
materials that have happened over the last 30 or
40 years since these plants were built. We have
much better materials now.

The steam generators, for example, are
not like replacements. They have better materials
in them. They'll last much longer. They'll be
easier to take of. Reactor heads that they're
making today are one-piece reactor heads. There's
no, there will be no weld segments and our reactor
head will be one-piece forging. Again, much
better material and will perform very well for us.

So material improvements have made a big
difference. And it really has generated a lot of
the modifications that we do at nuclear plants 1is
because we can put in material that will be less
maintenance and it'll last longer.

We, on the average, have been spending
up to now which is going to be increased about $70
million a year at Diablo Canyon to improve the
conditions of the plant and make sure that we
maintain the equipment safe.

Even with the amount of future
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improvements you see here we expect that our
overall costs per kilowatt hour to generate
electricity will not be much over four cents.
It'll probably just creep up over four cents.

So from the 3.5 to 3.8 we're going to be
this year somewhere in between there. Future
years after 2010 after these things we expect
we'll be 4.1, 4.15 something in that range.

And you can see obviously we provide
significant economic benefit to the local area.
It's what you see on the study here which was done
in 2004. I'm sure that has increased.

Taking a look overall in the US and the
world perspective, in the US nuclear is 20 percent
of the energy right now. We've been running about
20 percent for gquite some time.

And that's without really adding any
more nuclear power plants. And the reason we'll
be able to maintain the 20 percent number as the
usage in the United States has gone up is that the
performance of the nuclear power plants has
improved such that we're generating more safe,
reliable energy. So we're maintaining that 20
percent.

Right now in the US utilities have
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announce actually over 30 new reactors that they
plan to build. And a number of those utilities
are working on applications to the NRC for
licenses to construct and operate nuclear power
plants.

The International Atomic Energy Agency
is anticipating about 60 new plants in other
countries over the next 15 years.

So nuclear power 1is certainly still
going to be active and going to be relied upon for
energy throughout the world.

I think the main reasons for that is the
fact that the many countries are looking for
energy independence and diversity in fuel.
Obviously o0il and natural gas have had limitations
and place considerable price fluctuations. And,
of course, global greenhouse gases have
significantly placed a big part in the world in
the last certainly five to ten years and seems to
be growing every day.

Recent studies including the Keystone
Center Report which I believe you're familiar with
indicate that nuclear power needs to be kept as an
option and available for us in the future to solve

our energy needs.
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And I've Jjust put some data down here on
reliance on nuclear power from some other
countries that you can see.

So in closing I want to make a few
facts. And that's that we work very, very hard to
ensure the safe, reliable, cost-efficient,
baseload generation at Diablo Canyon for our
customers of California.

We believe that without nuclear we would
have a significant, difficult time maintaining
lower costs to our customers. And we would
significantly increase in our global gases that we
would generate.

We also believe it's an important option
certainly for California to maintain, certainly
want to maintain the generation that we have in
California and an important option in the future.

We need to look at how we're going to
meet California's energy needs and the global
greenhouse gas goals that California has set for
it. And we believe that nuclear power has to be
considered as part of that.

We do recognize as you'wve heard today
that the 104 reactors that operate in the United

States from time to time there are some
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performance issues. At Diablo Canyon we are on
guard for those performance issues.

In my 37 years mostly in nuclear I've
been through some of those and seen some of those.
I spent two years on loan to the Institute of
Nuclear Power Operation doing evaluations of other
plants.

And I have a good understanding of what
can cause performance issues at nuclear power
plants. I can assure you that we are on guard to
make sure that doesn't happen at Diablo Canyon.
And we will not let that happen.

I think that brings me to the end of my
presentation. Are there any questions?

PRESIDING MEMBER PFANNENSTIEL: Thank
you Mr. Keenan. Questions, Commissioner Boyd.

COMMISSIONER BOYD: Yes, thank you for
your presentation and Diablo is indeed impressive.
In the discussions we've had today of Palo Verde
and I want to just bridge over to Diablo Canyon
and you are justly proud of your safety record and
a good record, what do you do to address the
culture and complacency issues that we discussed
with regard to Palo Verde and to perhaps avoid

falling into that same regime.
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MR. KEENAN: That's a great question.
First of all I make sure I have people that as
well as we might do say this refueling outage
which we thought we did very well. We set a
number of stretch goals, very stretch goals for
safety and a number of other areas.

And, in fact, for personnel safety we
had a goal of zero injuries this outage. We
didn't achieve those goals. So when we don't
achieve our goals we look at why we didn't achieve
our goals and what corrective actions we need to
put in place to get better than where we are.

So we don't measure ourselves of what we
just did. We measure ourselves against stretched
goals that are often not able to be achieved.

That way there we can fight complacency by always
trying to get better regardless of our
performance.

So I like to be proud of our performance
but not satisfied. So I make sure that the people
we have in place have that kind of culture that we
have not achieved where we need to go. And I
think that's really where INPO in studying other
power operations comes into play.

When they evaluate us they evaluate us
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to excellence. And, of course, when you're
evaluated to perfection you don't always come out
so good. And that allows us to be continually to
strive to get to the places that are look like
excellence and look like the very best in the
industry and still then we're not going to be
where we want to be.

So it's having that continuous
improvement and not being satisfied with our
performance that prevents complacency.

COMMISSIONER BOYD: Thank you. Another
question, on your spent-fuel facility ISFSI as we
affectionately call them. How rapidly do you, if
you can talk about this, how rapidly do you think
you will get fuel transferred into that facility
such that your spent-fuel pool gets closer to the
original goal only maintaining the spent-fuel for
roughly five years was the figure, I think, that's
been standard before DOE was to take it away.

MR. KEENAN: Well, we presently plan to
complete this facility next year. And given
things that are going on that I don't know exactly
how they'll end up in terms of maybe legal issues
et cetera, but it would be our plan to when we

complete the facility if everything else is in
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place to start loading the ISFSI next year.

COMMISSIONER BOYD: And you predict how
long it would take to evacuate your pool down to a
lower level. Do you figure about 75 percent
