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By RON RIDENHOUR

“There was a delib-
erate approach to
expedite the licens:
ing so that the
problems, which by
that time the NRC
knew were very
serious, could be
essentially covered
ur on a schedule to
please the
commission...”
~Attorney

Lynn Bernabei

| hen the US. Nuclear Regulatory
| Commission issued a full power

operating license to Louisiana
Power and Light for its foundation<racked

| Waterford 111 nuclear power plant on

March |5, there were no public outbursts
of surprise and only a few weary but deter
mined cries of protest. Everyone who was
paying any attention seemed (0 know that
1 was coming. There was a sea change al
the NRC on the hicensing of nuclear power
plants in the early part of 1984 During the

ast year, according o intervenors around
the country, congressional sources 1n Wast
ngron and several anti-nuciear l0bbyisis
there have been few (f any rechmical or

safety questions the NRC has found wfﬂ

* iertly serions 10 Selay the ficensing of any

plant for long. No one involved in the ques
oning of Waterford had any reason (0
assume that i1, too, would not be swept up
n that same ude

Gary Groesch, a spokesman for the joint
intervenors, Save Our Wetlands and the
Oystershell Alliance, believes there 1s more
to the licensing of Walerford than meets
the eye. “The NRC toid Congresswoman
(Lindy) Boggs that they would not act
before the quality assurance and criminal
investigations (at Waterford) were comple-
ted. They lied 10 her. (NRC Chairman)
Nunzno Palladino said they wouldn’t act
before the Appeal Board ruled. He lied.
The industry is built on a foundation of Lies
| and Waterford is the cherry on top” To
| Groesch and others like him, there is little
question about what has been happerung

D aan N am e

The question is: why?

Pulladino and the NRC stalT made the
commitments he referred to sometime
before Waterford was ussued its low power
operating license on December 18, Groesch
i saxd Boggs told him and others at a later

meeting between the congresswoman and
the intervenors in New Orleans. A spokes-
person for Boggs, however, saxd that NRC
officials had assured her that “all of the
techrucal tests and the cnminal investiga-
1ions were complete pnor 1o the issuance of
the low power license and that they have
been re-reviewed and reevaluated since then
and, according to the technical staff at
least, have been addressed and resolved
prior 10 the issuance of the full power
license™ At least a dozen crimunal invest:-
gations have been opened over the last year
dealing with allegations of wrongdoing by
vanous levels of managers at Waterford
dunng the plant’s construction
1 During the NRC meeting prior 10 the

ssuance of Waterford's full power license,
however, two NRC engineers, Dry. John
Ma and John Chen, disputed the conten
tion that the safety questions ansing from
the cracks in Waterford's foundation had
| indesd been resolved. Ma and Chen had
| been the NRC's lead internal experis
assigned 10 study the question of how the
cracks that run through the center of
Waterford's giant “Moating” foundation
| would affect its ability 1o shut down salely

|

n the event of an carthquake, one of the
NRC's fundamenial safety requiremenis
Both men insisted that the discovery of the
cracks changed all the previnusly used
design assumptions about how the founda-
11on would react under such arcumstances
Ma and Chen both insisted that the plant 15
not sale to operate as it

But Ma and Chen were overruled by
their NRC superiors. While the cause of
the cracks was still not known and no
acceptable engineenng anal'ysis of how the
cracked foundanon would respond 4
thquake had heen Jdon
COMMmiIss0o

event of an ca
Denms Crutchfield 1oid the
ers, he and other high ieve! NRC decision
makers believed the plam could salely by
issubd a Tull polwer operating Héénst

Crutchfield 1s the director of a special NR(

task force that was established on March
12, 1984 The Walerford task force, which
numbered more than 60 people at its peak,
was assigned (0 investigate the cracks in the
plant’s foundation and hundreds of other
allegations of fundamental breakdowns in
Waterford’s safety program. The crumunal
investigations, which are being handled by
a separate NRC office, arose from infor
mation developed by the task force

A condition has been wntten into Water-
ford’s full power license, Crutchfield 1old
the commission, requnng LP&L to com-
plete 1 new engineering analysis designed
10 determine how the cracked mat would

respond during an earthquake The new
analysis would have 10 be completed
Crutchfield said, beiore Waterford would
be allowed 10 restan following s first re
fueling outage, a period estimaied 10 be
about 18 months away W hiic he and ort
ers on the NRC stal! agrecd w
that the piant could b i

tons as s, Crutchheld 1ok
sioners, he conceded ler pe
questioning from Commussiuner
Asseistine that the central gueston, the
y around which a w J

quest

within the w1 ¢

NRC evolved
question of safety John Ma and
Chen, the NRC's staff experts on the g
ton of Waterford's foundation. deieu

stal

“tiae Wie cricksAn the bate mat render v

unsafe 1o operate before the answert abou
the cracks are enown The d ¢

opimon between Ma and ¢

hand and their own position penors
the rwo engineers eveniua eLe
revolved around “scheculing” LP&L ar
the NRC wanted to get Waterford inio v

power operalion as soon as possible. Wau
ing for the completion of the new engineer
ing analysis of the cracks that was bewng
required anyway would delay that indefi
nitely

“Scheduling,” getting the plants
licensed, say intervenors at Waterford and
other nuclear power plants all over the
country, has taken precedence over what
they believe is the NRC's pnimary man
date: protecting the public health and
safety. What happened at the commission
meeting on the licensing of Waterford, they
say, has been happerung dunng he deliber
ations for the licensing of every plant

Attorneys for Gary Groesch and the
other intervenors agree. “The licensing of
Waterford.' according to Lynn Bernaoe
an attorney who represents Waterford's
joint intervenors in Washington, “is one ol
the most egregious examples of the NRC's
speed up in hicensing. Their policy s 10
license plants no matter what, based on an
artificial schedule that 1s designed (0 piease
the nuclear industry, even though there are
clearly unresolved safety problems about
the base mat, quality assurance and the
character and integnity of the company
managing it. They set up the task forve in
the spring of last year in order (0 license
Waterford as quickly as possible There
was a deliberate approach (0 expedite the
licensing so that the problems which by
that time the NRC knew were very senous
could be essentially covered up on a x hed
ule 10 please the commission and (hat's
what they did 1o please the commission
and the utility. That's what they set out
do and that's what they've done

Bernabei, who works for the Govern
ment Accountability Project, a publu
interest law firm, bebeves thal what nap
pened at Waterford s simply a matter o
NRC policy, which has steadily been shilt
ing in favor of the industry since Ronald
Reagan became president Since coming
into office Resgan has appointed ali five
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NRC commissioners Reagan has

neer g

experienc b
appom ed NRC o Ju ng ¢
10 accelerate the livensing o1 n.,.lc;' LR
3
But the Reagan program (o expedins
plant licensing has gone far beyond am
thing envisioned by even thewr most angry
critics in Congress and the anti-nuciear
lobby, a five month Gembir investigaton
has learned. Spurred by a series of events in
January 1984 that the nuclear power indus-
try, the utility industry and the financal
community all saw as major calamities. (he
Reagan administration set in motion a
series of steps early in 1984 thar wouls
eventually lead them into & concened pro
gram (o oversee the expediting of the wens-
ing of more than twenty nuclear power
plants, including Waterford and Grand
Gulf.
By sometime in late March (he Reagan
,"(’ administration established what was n
ﬁ' \‘ effect a special nuclear intelligence unit n
the Department of Energy. Called the
Department of Energy Task Forue on
Nuclear Power Plant Construction °
unit was overseen by Reagan s forme
| | advisor on energy matters, Danny Bogs
| The DoE Task Force monitored a » J¢
b of activites i the NRC, analyzed the
iAformation and then provided it 10-Boggs’
and then Secretary of Energy Donall
Hodel, who in turn provided ¢
the government
Earlier, a special White House-bacwed
organization called the White House
net Council on Econemic Affaurs wor
group on nuclear power was eslading
specifically to study ways (o bail out 4
number of utility companies whose rou
bled nuclear constuction programs were
threatening to force them into bankruptcy
The DOE task force evolved directly out ol
the deliberations of the Cabinet Council
group. The task force, Gambut's invesiiga
tion has learned, soon began providing
information directly (o the Cabinet Coun
¢il working group, which was in turn orga
nizing meetings involving “every agcney
and department of the federal govern

Qi‘p‘ N

4‘-

ss;*;

{
\\ W

’d

v", =

0
- ‘\Q\

st hyar

J

' ment” In each case the goal was 10 '
‘ ways 10 expedite the licensing ol the trow
bled plants

While the admimstration publichy
claimed that it would not involve ityell 0
the licensing decisions of specific plants
in the decisions of local gosernmen
regarding nuclear power, that clam was no
wrue. Administration officials were 1 13
simultaneously mobiizing a wide range !
elements of the tederal government on

—————

behall of specific utility companies

aggressively working behind the wenes to

infNuence the decisions of the NRC  vaie
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mate goal of all of their activiies was
force the ficensing of more than X

bled, contested and untimished nudlen
reactors. Once licensed, the admimistraru
next worked — and continues 10 work

get the plants admitted into rate bases and

onto utility billy

Voo

the story of that plan remains unknuw
what is known, based on Gambii's invest
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gation, raises sharp questions abou! ‘he
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1. Orders from
the Top

LW ) senhutt
Of nuciear power's most (enacious
sladiators, were having what Garde
called “one of our heart 10 hearts™ (talks)
n mud-February over the future of the
stalled Commanche Peak nuclear power
plant in Glen Rose, Texas, on the outskins
of Dallas
Garde, one of the most prominent and
efTective organizers and investigators in the
campaign by intervenors 10 force utilities o
live up to the NRC'y quality, safety and
environmental standards, was pressing
Eisenhutt for an independent reinspection
of Commanche Peak. Eisenhutt, who was
the director of the NRC's Division of
Licensing from May 1980 until his promo-
uon on February 3, has the authority 10
order the reinspection Garde was demand-
ing, but it wasn't a suggestion he was cager
10 accommodate
Independent reinspections have become
a buzzword for plant cancellation in
nuclear industry cwrcles. The last two plants
ordered o conduct them, Zimmer in Ohio
and Mudiands in Michigan, ended up in big
trouble as a result. Both were effectively
cancelled by January 1984, Cincinnati Gas
and Elexinic, the lead utiity on Zimmer,
announced plariy ont Januacy 21, | 984,

convert Zimmer 1o a coal-fired generator

e and Darrell E wo

Work on Consumer's Power Company's
wo reactors «n Midlands, Michigan, had
been stalled for a year by that time, a direct
esult of an NRC .ordered independent
cinspection. Consumer's was not hinding
the money 10 keep Midlands alive and the

word was out in the financial community
that Midlands would be officially aban
doned swoon if the money was not forth
coming something few observers
thought would happen in light of the stag
gening safety and construction deficiencies
discovered during the reinspection of the
plani

Garde works for the Government
Accountability  Project  (GAP) .
Washingion-based non-profit public inter
st law lirm which has joined local ‘nter
RO 0 Questioning the quality of
Jonsruction at roughly a dozen nuclear
power plants around the country, including
Watertord 3. GAP. which was originally
organized 10 represent government whistle-
blowers, was instrumental in forcing the
remnspections of both Midlands and Zim
mer. Much of GAP's clout in Midlands,
Zimmer and the other plants they are
nvolved in comes from the whistle blowers
they represent. The whistle-blowers have
been usually former construction wor kers
and safety inspectors in the various plants
mvolved As st Waterford, they bring with
them compelling evidence of shoddy work
manship and record keeping and plant con
sruction managers who intimidate safety
spectors into looking the other way

What the industry calls last minute alle
gations most often involve the reappear
ance of what whistle-blowers, intervenors
and, frequently, NRC inspectors have
Jalled defective or substandard workman
Jhip and or the records required 10 back up
good work. The construction and licensing
Jetays that result invanably revolve around
work that should have been made nght at
the time the problems with it were lirst
pownied out, but were not Although the
specifics have vaned, the ssues al plants
like Midlands, Zimmer, Waterford and
Commanche Peak, according to Garde and
others who have had expenence at several

)
Much of the
1
nuciedr powel
industry’s criticism of
the NRC over the last few years
has been aimed at what the industry calls
over-regulation and the credence the NRC
process has sometimes giver. to last
minute allegations. GAP, with its
access to nuclear construction site
whistle-blowers, their collateral
allegiance to intervenors, access
to attorneys, the courts and
Washington's centers of
anti-nuclear power, is
believed by the industry
and many Wall Street
obhservers to be nuclear
power s most
formidable
opponent.

nuclear construction sites, have proven 10
be largely the same

Much of the nuciear power industry’s
cnticism of the NRC over the last few years
has been aimed at what the industry calls
over-regulation and the credence the NRC
process has sometimes given (0 last minute
allegations. GAP, with its access 10 nuclear
construction site whistle-blowers, thewr col
lateral allegiance 10 intervenors, access (0
attorneys, the courts and Washington's
centers of anti-nuciear power, 1s belicved by
the industry and many Wall Street observ-
ers 10 be nuciear power's most formidable
opponent. Last minute allegations and
independent reinspections are considered
the weapons GAP and the indusiry’s other
enemies are using for s destruci:on

Eisenhutt, as the NRC's Direcior of
Licensing, has been the man on the finng
line s:nce 1980, taking shots from both
sides. 'n that context, he and Billie Garde
have come 10 know each other well. Garde
has worked on Commanche Peak since
GAP entered the case at the request of the
local intervenors, a citizen’s group called
CASE, Citizens Associanon for Sound
Energy Independent reinspections, accor
ding to Garde, were not something
Eisenhutt wanted to talk about during their
mid-February conversation, but she con
tinued 10 press the issue anyway Finally,
Garde n a telephone
view, Eisenhutt lawd it on the line

“There are some things even | can’t
Garde said Eisenhutt told her. “There are
some things that are beyond even my ¢on
trol and 1I'm telling you | cannot, | cannot

listen to me, Rillie — | cannot order an
independent reinspection of another plant
in this country

‘What do you mean you can't do u
Garde saxd she asked

‘I can’t!' Eisenhutt reportedly
responded. “There are now power (ul forces

told Gambu inter

do

in this game that are beyond my control
and there are a number of things | can’t do
There will never be another independent
reinspection of a nuclear power plan: in
this country”

“You mean at least n this admimsira
von?" Garde sard she asked

You got u she sard Eisenhutt

responded. “And the insiructions could not
be coming from any higher in this country

Esenhult denies the conversation ever
ovcurred

2. Black January

lack January sent a shudder through
the corndors of Wall Street
When the Washington Public
Power Supply System (WPPSS), densively
referred as WHOOPS by
defaulted on $2.25 billion in munx:pa
bonds dedicated 10 two of the sysiem's five
reactors on July 22, 1981, some linanca
analysts prediciad the collapse of the entire
mumnicipal bond market an even' which
failed to develop. Closc observers of the
nuclear utility industry and companies
with reactors under construction, however
knew then that the WPPSS bond collapse
was merely the harbinger of the bad news
that would begin to arrive in earnest dunng
the winter, i not sooner
But Black January as that month in
1984 has become known within the indus
try — delivered body-blow after body -blow
1o the proponents of nuclear power, a pum
mehing for which even the moOst pessimist i
analysts were not prepared
Haymaker number one was delivered by
the US. Supreme Court on January 11
1984, when it refused to set aside 2 $10 mil
lion dollar judgment against the Kerr
McGee Corporation in the much-heraided

10 some

T GANBIT Veon 30 el

|
|

Aare A -
exposing nuciear 'aC
ARCS 1N SLAte Court Civ

€3 were relucia " Jnt X
apensive and potentidily hazardous new
technology without protection from ‘e
liabilities of the accidents that might e
down the road. In 937 Congress passed
the Price-Anderson Act which prohibsted
federal law suns for punitive damages
against nuclear utilities, a law (he utiies
claimed pre-empted stale wits a3 weil The
court’s January |1 ruling laud that conten
tion to rest. [t was only the beginning

One day later, January 12 was
revealed that the Securities and Excharge
Commission was nvestigating the
defaulted $2.25 billion Washington Pubia
Power Supply System bond sale SEC
investigators wanted (o know whether 1op
executives of WPPSS and (he brokerage

firms that sold :ts bonds hac y ascer
tained and aisclosed the system’s [ina
condition to the bonds' buyers. Na i
Secretary of Energy Donald Hodel. a f
ythers, as possibly comphcit, allega
were being made that the system and
anciers had known at the ¢ e
were issued that the now<ance
were not likely 10 be complete
O a ary L ithe ~ ¥ )
NRC struck. The Atomic Safery and
Licensing Rodrd (ASLS) for ihe neally « *
ymnlete s] 1S million “ N 2
Powe at Rock

1 m going - B
on, was the first of s kind NKL
story. The dectsion stunng he ¢niite

ndusiry

Watertord 1] and | omsiana Power and
[ ight in New Orleans were nex \ smail
veekly newspaper, Gambet hlhisiwed s
second article in five weeks on January 4
quoting gh lesel salfety revords WLTON
¥ he plani who alleygcd tha N Mmanag
ment had 'mplemenied an
rom the NRC a2 swvematw progr
iy ¢rigal satety records. un r alley

HONS :avolving salery program DBreakdoms s

ed 10 the Byron ASLB's refusa Cenwe
’*J nlant

Two days later January 16, Public Ser 3
ve pany of indiana announced the !
abandonment of the S0-perer ymple Q2
$21 ¢ alon Marble Hill nuciear pow

v, saying that the company wa Abwe

obtain the 33 billion in capria "y
mated would be needed 10 .omplete
plant

On January 17 The New Yors Tunes ra $
a story on the collective impa ) ¢ K
Atom Safety and Licensing Boa« s
refusal 10 license Byron and Public Ser
yf Indiana’s decision 10 abandon Marble

Hill, saying that the decisions stunned the
ndustry the same issue The Tinmn
another story, naming Midlands, Jimmer
Seabrook and Shoreham as 1rroub ¢
tors that were threatening hank
stilities building thermn . Analys
eral of Wall Street’'s most power
niuential stock brokerage and
banking houses were quoted blaming "reg
slatory delays™ as the culpmt
Iy { woes
Another Times story ran the Tolowing N
day, January |18, quoting NR( ficials A

describing cracks in the foundatior 1 ‘
buiddings in the Midlands plani as being
100 numerous 10 document ” Mudlands, 4
was clear, was not long for this sorid o




 onsumer s Power could ot soon come
up with addivonal financing, & prospect

which looked dum.
Cincnnat: Gas and Electne announced
their plans 10 convert the $1 ~ Wilion Zum

mer reACTOn into a coal fred generating sta-
won on January 11, a pian, (he company
admutted, that was adopied i an effort 10
salvage some of their investment in the

power
was (he problem,
from the Pennsylvania Public Service
Commission that the company ruse the
capital necessary for compleuon
Within that two week period of mid-

s licensing. The industry's flnancing was
under attack from the SEC. Its protection
against damage suits had been stripped
away by the Supreme Court. The NRC,
long accused of destructive regulatory dal-

hance, coatinued 1o compound the indus-

Zimmer, Seabrook and Shorcham — w0
name # few. The compounding efTects of
the NRC inspired delayy, the companies
contended, were mountans of debt that
threatened to crush the utdities building
those plants and others, woo. Byron,

Zimmer, Seabrook, Shoreham,

collectively represented more thar $26 bil-
boa. If you include Grand Guif the figure
1ops 330 billion. In the carly part of 1984
every utilities analyst on Wall Street had hus
or her own list of plants that, for one rea-
son or another, they were betling would not
make it to full power operations. The lead
utilities involved in Shoreham, Seabrook,
Marble Hill, Midlands and Zimmer were
genuinely threatened with bankruptcy
More some than others, but a cntical mus-
step by any of them could have had fatal
results

Collectively, the beating nuciear power
100k in January 1984 was (o have lar reach-
ing effects, effects that ultimacely threaten
to send shock waves through commurnty
after community supplied with electnaity
by utilities with reactors under construc-
won. But the shock waves from Black Jan-
uary hit Wall Street furst.

3. Wall Street’s
Worres

all Street's stake in nuclear power

and the utiity industry is enor-

mous. The utibty industry’s invest-
ment in nuclear power, according to
Forbes, the of the Fortune 500, s
already $125 billion with $140 billion more
still scheduled 10 be spent by the end of the
decade. The electnic uulity industry’s com-
mitment 1o nuclear power, Forbes empha-
sized in ity extraordinary February cover
story on nuclear power, exceeded the fed-
eral government's nvestmend in either the
pace ($100 Willion) or the Viet-
oam war (3111 billion). lo one way or
another, Wall Street — the huge brokerage
firms, the investment banking houses, the

predominant New York commercial banks
— touches it all

Wall Street firms are generally broken
down into two major functions with bro-
kerage and market analvsis on one side and
nvesiment banking on the other Certan
firms specialize 'n one area or another, but
the dominant houses are invoived in both,
firms like Dean Wirter, Salomon Brothers,
Merrill Lynch Pierce Fenner & Smith, and
Kidder Peabody, which are all heavily
involved in some area of utility financing.
Additionally, the great New York-based
commercial bankers — Chase Manhattan,
Manufacturers Hanover Trust, Citibank,
Morgan Guaranty frust, among others —
are deeply involved as direct financiers to
many of the utilities with nuclear construc-
tion projects that are or were in serious
trouble in the dark days of Black January.

Utilities, for their part, are dependent on
Wall Street to provide them with advice on
how to structure their capital needs
between short term debt (bank loans and
lines of credit), long term debt (bonds) and
equity (common and preferred stock
wsues). Their financial advisors, in tumm,
retain a fee for their guidance. In addiuon,
their investment banker often facilitates the
transactions, connecting Wall Street’s short
term lenders or major bond investors with
utility borrowers. Again there is a fee
Additionally, the Wall Street firms may
then refer the company (0 other analysts on
thewr staff and that same firm will overyee
or underwrite the issuance of either or both
stocks and bonds for the particular com-
pany. Once again, there is a fee Going one
step beyond, utihties faced with ever
expanding construction schedules have
been increasingly turning (o commercial
bankers for lines of credit as the avalability
of money in the stock and bond markets
has grown increasingly difficult 1o attract

“Owerall, utilities issue roughly half the
common stock Wall Street issues annually’
Scott Ridley told Gambit in a recent inter-
view. Ridley has just finished a new book
dealing in part with the relationship
between Wall Street and the utility industry
The book, Power Struggle, 1s scheduled for
publication by Harper and Row early next
year. Ridley speni several months over the
last year interviewing utilities analysts and
investment bankers for that project “Utili-
ties generate more capital than they do elec-
tricity,’ Ridley said. “The invesiment
banking part of all the main Wall Street
houses get half their income from utilities
Half of the investment banking income tra-
ditionally comes from utilities”

About a third of utility financing is usu-
ally in the form of common and preferred
stock, according to Ridley, quoting a gen-
erally accepted figure. That share is split
just about evenly between common and
preferred — and two thirds 15 in bonds,
which is a much higher proportion of long
term debt than is generally found in other
large industrial interprises. The idiosyncra-
cies of the monopoly utility business
requires them to spread out thewr costs and
amortize them over a number of years,
forcing them to roll as much of their capial
needs as possible into long term financing

Wall Street's major financial institu-
tions, in other words, are involved in every
phase of utility financing, running the
gamut from advising the companies (0
facilitating the transactions, armanging the
loans and, for the commercial bankers,
making the loans. Since their fees are a per-
centage of the value of the transactions on
which they advise, underwrite or facilitate,
the higher the dollar volume involved in
any specific transaction, the more profit-
abie it has been for the investment banking
or brokerage firm that has handled it. In

that sense. according to financial commu
Aily sOurces, nuc/ear power Nas been a
great boon to Wall Street.

Nuclear power's voracious costs, how-
ever, commned with a steady drumbeat of
construction Jelay, have made "he capial
market place ncreasingly unfriendly to the
weakest companies. Those realities have
pushed many utilities into seeking a higher
and hugher share of their capual needs in
the form of revolving bank loans to finance
bogged down nuclear construction pro-
jects. That development may be a critical
link in understanding the pressures that
have led to the Reagan administration’s
Quiet but intense campaign o grease the
skids on reactor licensing.

Washington-based economis. Basil
Copeland recently finished a not-yet-
published study dealing with the relation-
ship of the banking community to the
nuclear utilities. Copeland's study is sched-
uled for publication soon by the Michigan
State University's [nstitute of Public Utili-
ties. This shift, Copeland believes, 's 2
growing trend stimulated by the enormous
costs of nuclear construction projects,
which have in turn been compounded by
breakdowns in reactor construction pro-
grams and the consequent delays in com-
pleting the projects.

Eugene Meyer, a vice president of Kidder
Peabody, has become one of the financial
community's most vocal public proponents
of wome gort of adminusiration int Hon
to bail out huclear pbwer. Kidder Peabolly,
one of Wall Street’s largest investment
banking firms, 18 heavily invoived with a
number of nuclear utilities, including being
one of the pnmary investment bankers for
Middie South Utilities. The growing
demand of nuclear utilities for capital from
commercial banks, according to Meyer, s a
matter of grave concerr especially in light
of the simmering threat of bankruptcy for
many utibties.

As Meyer tells it, the commercial banks
of the nation have at stake the possibility of
having 1o loan up to $20 billion to the utili-
ties within the next few years. The amount
currently actually loaned, according to
Meyer, is $6 billion and growing “In terms
of national impact!’ he told Gambi n a
recent interview, it means that you've got
a potential bad loan situation for the com-
mercial banking community. If the utility
companies are unable to attract capital
from the stock market and bond marker,
then the balance gets loaned and the banks
are in penil. Why are the banks in peril?
Because that capital, which would nor-
mally come from the sale of either stocks
or bonds, is not available from those
sources. Because the money is not available
there and because the necessity of borrow-
ing it from the banks indicates an already
weak utility, then the only place for the util-
ity to obtain the capital to pay back the
bank loans is from their own cash flow —
which means massive rate increases” And
that, says Meyer, “is what this is all about
anyway the public's resistance t0 payng
those massive rate increases”’

Basil Copeland’s study, which examines
in part the ramifications of potential utility
bankruptcy, adds a new wrinkle, although
he ultimately takes the same position as
Eugene Meyer. Using what he calls a
“rather crude analogy," Copeland com-
pares the relationship between utilities and
their bankers to the relationship between
drug addicts and their dealers. “Much like
the drug trade.’ he writes, “real control
rests not with the grower, nor with the user,
but with the dealer. In providing capital for
a growing utility, the ‘dealers’ are the finan-
cial institutons that mediate between the
investors and utilities. Any analysis of

whose nterests would e sernved Ny wesent

ng nstitubional colapse
must at least consider the pivota

mpor

| tance of financial nstitunions A providing

he capital that s 'e
Copeland goes on A gue thar "rgar
less of what happens 10 (ii¢ yuiaes they
serve, Wall Street “dealers” rarety run the
risk of loss because of Nuctuavons in (he
value of the stocks and bonds they handle.
“One fact not generally appreciated”” he
continues, “is that financial institutons are
rarely at risk with respect 10 the market
revaluations of the capital they provide a
utility” Investment banks “merely ‘peddle
the paper, i.e.., underwrite @ secyritits
issuance with the expectation that they wil
be able to sell it quickly to individuals and
institutions”' The investors who buy the
paper its dealers peddle are the people who
take the nsk, Copeland concludes. Com-
mercial banks are similarly protected
“Commercial banks, which frequently
provide funds for construction through
revolving credit arrangements, ure [xswise
insulated from market revaiuatons of their
investment since the investment s carmned
as a liabiity at cost on the utidity's baance

sheet and is never traded™

Using the investors in Consumers Power
Company and their ill-fated Midlands
reactors as an eampie, Copeland po s
out that when the plant’s problem bexa
public 1 198] Copsumers’ SLOCK was sl
ing Tor about $20 a share 'As the problerfis
of Midlands began to emerge, however, e
stock began to plummet, com.ag '
within a matter of months .r ¢ 5t
range. “The effect of a large porion ot 152
Midland investment has already xXurred
Copeland concludes, »ith the result
that the value of their investment has
already declined by about 75 percent. A
similar analysis would would show the
same thing (in lesser degree) for bonahold
ers”

So where do the big banks come in’
With bankruptcy, according to Copeland
Bankrupicy, he believes, would do httie
additional harm to the stock and bond
holders. They have already taxen ther
losses “Bankruptcy would, howesver, pose
substantial additional risks for the (utiity)
firm's ‘other' invesiors, 1.¢., its creditors”
— the banks.

Copeland, who won his spurs in utility
economics analysis as a xey paricipant .a
Arkansas' temporanly successful fght 10
escape from Grand Gulf in 1980, goes on
10 use Grand Gulf as one exampic ol bank
supplied capital to finance nuciear con
struction, albeit the most extreme one
Middle South Energy, the Middie South
Utilities subsidiary formed to finance
Grand Gulf, arranged $2.02 billion in bank
loans to underwrite Grand Gulf's consiruc
tion, all but $13 million of which had been
used by late 1984 The lenders are two Lor
sortiums of banks, one foreign (3278 nul
lion) and one domestic (§1.711 billion)
The domestic bank consortium 15 heacsd
by Manaufacturer's Hanover Trust, Cit
bank. Chase Manhatian, Continerial 1l
nois, Bankers Trust, Chemical Baas and
Morgan Guaranty Bank, which are seven
of the country's largest commercial banks
and which also hold the seven ‘argest
shares of the MSE action

Continenta! lllinois was the scens 0! a
tense, desperate federal bajout act.on n
1984 in which the Federal Reserve Bank
came up with 34 billion to prevent the
bank's collapse. Continental [lLinows’ prob
lems were in part a reverberation of the coi-
lapse of another bank in 1982, the §200
million Penn Central Bank in Oklahoma
Both banks' problems were largely caused
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by thewr parucpation whai was called “had
enery loans”

According 10 Copeland, the greatest risk
faced by bank capital involved in financing
utilities and thew nuclear construction pro-
jecty, “is not that it will not be repaid,
although 1his s not a nsk they can gnore,
but that it will become unproductive dunng

bled nuclear projects (and, to a lesser
exient, the bond-holders as well), banks do
pot see the value of their investment

decline. They do not suffer a capital loss °

unless the loan cannot be repaid. And that

all coste
Finally, Copeland adds the iast piece (0
the puzale. In the end, he believes, the
[omes. down 10 what decsions Usg
s should make in order to minimize
|hclou-mvdrm1h¢mmmcosu
of problem-plagued nuclear construction
projects, leaving completely aside the
larger questions of public health and safety
that arise from the risk of poorly built
plants. In mont cases, he and a number of
other observers have concluded, the share
and bond holders of most of the compan-
ies in question — not (0 mention their rate-
payers — would have been far better off
had the utilities in question bailed out of
the troubled plants and taken their losses

bied ud-' pOWEr CORSITUCLION Projects
that are crucaal to avoiding insolvency’”’

of banks also sit on the boards of directors
of the utilities. “Emwhtylhlwm
oamuned” “has outside
m-mm:-m-ama
indirect financial interlock’” Copeland
does not allege that there is anything con-
spiratorial about this, only that these
mechanisms exert strong. irresistible com-
munities of com:pon interest among the
mmmmmu the utili-
ties. “A senior vice president of Citibank,
for instance, which is the lead agent for
banks the capital necessary to
keep LILCO (Long Isiand Lighting Com-
mtlumofm)wlmt sits
on LILCO’s Board of Directors” Cope-
land goes on to cite several other examples,
pointing out that it s even more common
for “utility directorates to interlock with
regional banks’ But regional banks, in
turm, “have interests and relavonships that
pind them to the large national banks, and
thus is thus a distinction with very litte sig-
nificance”

Nearly & quarter (23) of Middle South
Utilities' 108 directors, for instance, are
esither ofTicers or members of the boards of
directors of baaks in Louisiana, Missis-

S EIRRERRTy

| wppe and Arkansas. [t i3 a pattern, accord-

ng '0 Copeland and others interviewed by
Gembui, that s repeated over and over
throughout the utiity industry. “The inter-
ests tAat are likely being served in the effont
10 prevent insttutional collapse!” Copeland
finally argues, “are thus those of the finan-
a4l nsuiguons that contro! “itility access 1o
capual and not specifically the interests of
the utilities’ investors per se and certunly
not the mterests of Lhe consumers”’

What it all means, in a nutshell, is that
the critical questions of nuclear power
come down 0 money. Who pays? Who

Scort Ridbey, among

the final analysis those who control the
money are making those decisions. Kidder
Peabody’s Eugene Meyer belives that he
knows what their decision will be: the rate-
payers. “In the long run.’ Meyer told Gam-
bit, “the ratepayers will pay. There is no
other blood to get out of the turnip”

In the days following Black January,
however, with the utilities building Shore-
ham, Seabrook, Marble Hill, Zimmer and
Midlands al! ralking bankruptcy — and
with at least a dozen other utilities appar-
ently teetering on the brink — the answer
to the question of who would pay for the
errors of nuclear power was not nearly so
cleas.

4. Enter the
White House

recisely when the first meetings
between the White House, top

Reagan adminustration officials and

! members of the financial community, the

nuclear power industry and the utilties
began on the question of how to stave off
the nuciear bankruptcies s not cleay. White
House and other high level administration

have said that it was some-
time in early in 1984, but beyond that they
have little 1o say.

Sometime soon after the events of Black
January, though, probably in February,

Reagan authorized the forma-
tion of a special White House effort to bail
out nuclear power plants, [t was called the
White House Cabinet CouncuU on Eco-
nomic Affairs working group on nuclear
power. The working group, which is still in
existence, operates under the day-to-day
direction of Assistant Secretary of the Trea-
sury for Domestic Finance Thomas Healey
and reports, according to Treasury Depart-
ment spokesman Brian Benson, directly to
President Reagan. Healey also reports W0
the Secretary of the Treasury, who was then
Donald Regan.

Publicly, the administration says that the
Cabinet Council working group was
formed 1o find a way to save the utilities
building the faltering Seabrook and Shore-
ham nuciear power plants, Public Service
of New Hampshire, and Long Island
Lighting Company (LILCO). Edwin L.
Dale Jr, the assistant director for public
afTairs for the Office of Management and
Budget, told Gambit that the Cabinet
Council on Economic Affairs was “dealing
with Seabrook and the financially troubled
utilities, but there wasn't more than one or
two of them” The question, according to
Dale, “was whether REA (Rural Electrifi-
mmAdmmmuuon) could be indirectly
used to help them out”

Eventually a plan was developed to bail
out Public Service of New Hampshire in
which REA played a key role, but the
administration’s efforts went far beyond
bailing out Seabrook and Shoreham.
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Jifer 10 mischie!, might have Deen 1ne
AdMINISIraon s MO0 10r thewr program
| 1o save the utilines
' 1984 was an clection year Rate Jhogk
the huge utility cost increases facing .or
sumers in (he great cities and 1n all the other
J areas across 1he country which would wwon
include nuciear ratepayers. made Ihe
! administration’s decision politically nisky
Even if ut were all done without a mini
{ 'mpropriety, 't would have 10 be done a
| Qquietly as possible “You can appreciate
‘ Kidder Peabody's Eugene Meyer wai0 of
the administration’s public reluctance 10
l act, “that trying 10 do something about
this problem n an election year s very
| unpalatable”
| Whatever the Cabinet Council's ininial
| intentions may have been. 'hev delibery
non's quickly 100k them (ar bevond g.es
tons of how the Rural Electr sLon
| admumistration could help dal out the il
l ues. They went at least as far as the Nuciear

New Orleans — At
simply Gold, our
latest shupment of

Regulstory Commussion. The ‘mecha
| mewm” they finally created also reached out
and touched the Secunties and Exhange

Commussion, the Federal Energy Reyuua
tory Commussion, a2 broad range ¢
agencies and departments i (e Teue o

' gayernment and publs wl ity comemission
and other key denisson-makers at ofher e
els of government who would int
gdgments on the critical pa:t
roubled nuclear power planis a

COUNtry MO sOme siruggling u ale
Dase t quretly. clandes e n some
ases, nvolved the ninistra

)
expediting * 1he Liceflsing of every rou
bled plant in the country, working behind
the scenes In a vanety 01 ways 10 get 1he )
the planty completed, lwensed and nic 1ne
rate base a5 Quuhiv as poswuble

Delay in 1he completion of 1hewr rroyubled
reactors 1av at the heart of eauh o
financ:a! problems  Thar delay according
10 the viewm 0of most ul the ndustr
mately borled down 10 the utilinies having
run afoul ot the NRC's salery and qua
requirements Juring the CORSITUCHION Priw
ess. Every company had or has argument.
hes ~av a\plain away 'herr plant «» nrob

ems. ) only the NRC were f
reavonable” 1o conuder inem The
HONS seems 10 hase ultimarely Recome

Row can the NRC help ha

and therr crippled nudlear
projevts ' How can the SRO he
more reasonable’

Bevond 1he NRC  however (here wore 4
wmber of other hurdles 1o Jlear av we
NMany plants face wtf local opposit
ometimes lrum a vmall group of tawr
ated loval oinzens, called intersenors
arger and larger pohitical coahitrons
that include the entire siate and lowal ¢
ernment apparatus. Sulfolk Counry Sew
York, the home o! Shorecham, has acguire
broad popular and poweriu! politeg
port throughout the state. notably
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possible, resolve the difficulties that lay
hetwten a4 reactor whose lebts grew By a
mubon dollars a day or more and a reactor
that was in the rate base somewhere, heing
paud for Dy its customers.

interests: the

for each utility and the public living in the
wicinuty of each plant.

On the public's end of the scale — at risk
through rate shock from the skyrock-
eting costs of almost every plant and, on
the other side of jeopardy, from the poten-
il threat 10 the public health and safety if
a senous radiation leak accident should
occur anywhere — was no one with access
10 the White House.

While exposure 10 an accident is & risk
run by everyone living in a densely popul-
ated area within range of the wind patterns
of a nearby reactor, it remains an uncertan
and, according to the indusiry, highly
improbable threat.

Rate shock, on the other hand, is an ele-
ment of the new reality faced by every rate-
payer whose utility has a nuclear power
plant about to come on line. The butter
struggle between Louisiana, Mississipp
and Arkansas over the 34 3 billon com
bined cost of Grand Gulf units ! and 2 s
only one manilesianon of the raiepayer
anxiety currently gripping people in dozens
of cities. Even with phase-in schemes simu-
lar 'n most ways (0 those proposed by
LP&L and NOPSI to soften the blow from
Grand Gulf, bills for customers all over the
country will ikewise increase dramatically
over the next several years, some threaten-
ing to double or tripie by the early "90s.
NOPSI's average cost per kilowatt hour
will shoot from about 6.2 cents per kilo-
watt hour 10 roughly 16 cents plus per kilo-
wait hour by 1993, according to internal
company estimates recently made public.

areas all over the country —
Long Island, Cincinnati, Kansas City,
New Orleans, Jackson and Little Rock, 10
name & few — are faced with some varia-
tion on the theme — including the public

outcry

On the public health and safety side,
everyone who would be affected by a radia-
tion leak is potentially at risk — which
might include a lot of people who aren’t
among the reactor's future ratepayers. New
Orleans 15 one example. The city won't
receive power from Waterford (if NOPSI
snd LPAL are not merged), but could
receive what is called the plume, the traul of
radioactive gases that are released in the
case of an accident. NRC regulations
require that each plant devise an emergency
evacuation plan, but there is doubt that
certain areas could be evacuated in ume |
an acoident should occur. While that issue
has not been successfully pursued in New
Orleans, the city's routes of egress are

clearly limited. Officials in Suffolk |
County, New York, the area surrounding |

LILCO’s Shoreham plant, however, have
waged the bulk of their battle against

it is physically impossible to evacuate Long
fsland in a timety manner should there be a
serious radiation leak there — an event the
wiilities and the NRC insist & so0 unlikely
that it & almost off the charts of probahl-

ny.

In the end, chough, most of the public
opposition rests upen the reaction 1o rate
shock. The costs were just going (0 be too
high. As in New Orleans, Little Rock and

Jackson, 50 it & in cities and boardrooms |

all over the country. Na one wants 10 pay
for these reactors. Or. 10 Dt it anoUher way,

everyone wants someone ¢lse 10 pay.

At the other end of The wale wood the
‘orrunes res and reputations of many

{rhe country s araest ndustnal corporn-
ons, eslectric utility systems, banks and
secunties irms. Thousands of small insu-
tutions of vanous kinds as well as some of
the country’s largest insurance companies
and pension funds are also heavily invested
in the stocks and bonds of threatened
nuclear utilities. If several large utilities
should capsize simultaneously or even in
the same general period of time, an event
that looked very possible in February 1984,
the consequences for some of those com-
parues and their top level executives were
potenuaily gnm.

Several top level Reagan admunistration
appoiniees are among the executives with a
major stake in the outcome. Hodel and
former Secretary of the Treasury Donald
Regan both have deep personal roots in
nuclear power. Secretary of State George
Schultz and Secretary of Defense Caspar
Weinherger also have strong ties to the
industry, as do a number of sub-cabinet
level admunistration appointees.

Regan is the former chief executive offi-
cer of Merril! Lynch Pierce Fenner &
Smuth, one of Wal! Street’s largest stock
brokerage and investment banking houses
Merrll Lynch is also one of the Wall Street

firms that has uaditippally been mosp,

heavily involved in arraniging the financing
for utilities and therr nuclear construction
projects. Mernll Lynch, for example, has
been neav ly involved in underwnting stock
and bond issues for Middle South Utilities,
especially Grand Gullf. Robert
Hildreth, an executive with that firm, was
one of the key functionaries invoived in
pulling together the administration-backed
plan to bail out Seabrook that was finally
adopted in June.

Hodel is the former chief executive of the
Bonneviile Power admimgtration, the
agency that was ultimately responsible for
the creation of the Washington Public
Power Supply System (WPPSS). WPPSS
commutted 1o butlding five nuclear reactors
in the Pacific Northwest whose projected
costs had ballooned 1o $20 billion as con-
struction delays compounded their finan-
cial difficulties, eventually forcing the
cancellation of two reactors and the
mothballing of two more. When WPPSS
and 88 municipal utility companies
defaulted on $2.25 billlon municipal bonds
being used to finance the two cancelled
plants in July 1983, the largest bond
default in U.S. history. Hode! is currently
one of the defendants in a massive lawsuit
revolving around that default. Known as
the “BPA (Bonneville Power administra-
tion) seduction suit)’ the suit alleges that
the Bonneville Power administration,
which Hodel then headed, coerced the 88
participating utilities into backing the
defaulted bonds, according to Wall Street
sources. In another extension of the Lousi-
ana conneciton, Roth S. Leddick, Louisi-
ana Power and Light's semor vice
president, nuclear, the man hired in July
1983 to get Waterford ) completed and

for

Shoreham on those grounds, insisting that licensed, held a similar position at one of

the now mothballed WPPSS plants before
coming to Waterford.

Weinberger and Schultz were both top
executives at Bechtel, the San Francisco-
based international engineering and con-
struction firm. Bechtel is invoived as either
the architect/engineer Of the CONSLIUCIOr oF
both in 13 of the 37 reactors at 23 locations
in which the administration eventually
involved itself in trying get licensed and
into the rate base. Roughly $24 bulion has
tiready been spent on the plants n which
Sechtel @ wwolved, with at least snother

l

$16 billion to go. Bechtel's plants are
among the :ndustry’s miggest emony. They
nclude Grand Gulf, Sdlands, South
Texas, Woif Creex, Limenck, ™o Verce
Callaway and WPPSS | & 2. defore ne
became Secretary of Defense, Weinberger
was a vice president and a director of
Bechtel’s controlling Bechte! Group and
their top legal adviser. Schultz, during the
same period, was the president of the
Bechtel Group and vice chairman of its
board of directors.

These and other Bechtelians were either
actively involved in the admirustration in
the weeks following Black !anuary and
since, or they were actively involved as
major architects of Reagan’s first election
campaign. Among the atter was Walter
Wriston, who was then Citicorp chairman
and later became a member of Bechtel's
board. Until recently Bechtel also owned
Dillon, Reed and Company, & large Wall
Street banking firm.

Al its most basic level the questions were
the same everywhere. Who will pay? What
are the risks? Who will take them? The
public? Or the corporations — the banks,
the utilities, the manufacturers and their
shareholders and bondholders? One thing
was for sure. Somebody was going 10 pay
That could not be avoided. The question
everywhere was: who? There aas another
sure thing: during the days following Black
January, nucfear power's proponcnts, the
people who would all be on the hook 1n one
way or another if the trends of the period
continued, had plenty of access 10 the
White House

5. Hodel Takes
Charge

uring the months of March, Apnl, |

May and June 1984, and perhaps at
other times that are not yet known,
top Reagan administration officials from
the Departments of Treasury, Energy, Agr-
culture and the Federal Man-
agement  Agency, the Office of
Management and Budget, the White
House Office of Science and Technology,
plus others, met in a series of meetings with
the groups of utilities that own both Sea-
brook and Shoreham, other meetings with
members of the financial community and
still other meetings with executives of the
nuclear power industry — the architect/
engineers, reactor manufacturers, etc.
Treasury Secretary Regan, who has since
been named as Ronald Reagan's chief of
staff, was also involved in a senes of meet-
ings with the same groups. It is not clear if
Regan's meetings were in the context of the
White House Cabinet Council on Eco-
nomic Affairs working group on nuclear
power or if he engaged in separate, addi-
tional meetings. White House spokesman
Marvin Fitzwater referred Gambit 10 the
Department of Treasury for comment on
all questions regarding the Cabinet Council
working group. Treasury spokesman Brian
Benson steadfastly refused to discuss the
contents of those discussions. Benson con-
firmed that the ings occurred, but said
the administration considered their con-

tration policies evolved from or were
affected by them “& private matter”

What is clear is that out of these discus-
sions an administration plan evoived. The
Department of Energy, under the watchful

eye of Energy Secretary Donald Hodel,
was given the task of implementing the |

program. Hodel was 1o be assisred Sy
DOE's second n §, g o 3
he man "

3d deen Kina .
chuef White House stall adsisor on snergy
affwrs, Deputy Secretary of Energy Danny

May 8, Secretary of Energy Donaid
P. Hodel made several major ~lements ol
the administration’s nuciear energy policy
public. In a speech given 1n Washington 0
a conference of nuclear indusiry groups,
the Nuclear Power Assembly, Hode!
announced what The Vew York Times
called a “senies of steps (0 expedite the con
struction of new plants!” Although The
Times covered Hodel's address 10 the
group, it and the rest of the press generally
Hodel's remarks as just another
speech. No big deal. It was in fact the
administration’s public declaration of their
blueprint for saving the nuclear power
industry.

Hodel's plan, close examination sug
gests, was not aimed at expediing (he
“construction of new plants”™ at all. It was
intended, rather, 10 expedite the licensing
of the plants which were already under
construction and preparing to apply ‘or
their operating licenses. The Reags
administrat:on did not think the agy
solve the pmbiems of nuclear powe’. -
addionaily told huis audience, was fur .
federsl financial Baffout of the Vrdubled
utilities. “Let me emphasize’ The New
York Times quoted Hodel as 1ellng
federation of nuciear power inieresis 4
therr Washington conference, “ihat we do
not suppon Federal financial bailout assist
ance. Federal guaraniees are not (he solu
non” The admurustration had somethuing
else in mund. Along those lines, the Secre
tary of Energy called on the governor of
New York 1o help the Reagan team bring
Shoreham on line.

On that same day, May 8, he made s
appeal official. Hodel sent a letter 10 New
York Governor Mario Cuomo, urging
Cuomo to participate in an emergency
evacuation plan for Shoreham. Two major
issues continued 1o delay the plant’s licens-
ing. One had 10 do with the plant’s pant
emergency diese! generstors, in which eniti-
cal design Naws had been discovered n
August 1983 The other had 1o do with an
emergency evacuation plan for Suffoik
County, the surrounding community Sul-
folk County residents, quaking in the face
of massive rate-hikes once Shoreham was
licersed and the conviction that there was
no way to escape if the plant should have
an accident, refused 10 participate in the
preparation of an emergency evacuation
plan for the reactor. They took the position
that it simply isn't possible 1o get enough
people away from Long Island quickly
enough in the event of a senous accident at
Shoreham

Hodel, as part of the White House Cab
net Council on Economic Alfars working
group's effort to save Shoreham, had been
coordinating with the Federal Emergency
Management Agency, the NRC and ewcu-
tives for the utility, LILCO, to try to find a
way around Suffolk County's refusal 1o
help draft an emergency evacuation plan
When the prople of Suffoik County dis-
covered that, it caused a political festorm
in New York that the admmistiraton
quickly tried to minimuze. The admuusua
won's attempts Lo circumvent county and
state officials st Shoreham, howewsr, was
only one phase of the Reagan/ Hodel plan

Hodel outlined seven steps DOE was
“prepared” 10 take. One was (0 “urge” the
US. Nuclear Regulatory Commussion 10
employ something called “readiness
reviews” for reactors under consiruwuon
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The goal, he sud, was 10 'dentify “poten-
tial construction problems zar'y” DOFE wso
planned 3 number ot (her measures 'O
apexiite plant censing were autuned
in the text of Hodel s ipeech, dui wen!
largely unreported.

One major advantage of the “readiness
review” program, according to Hodel's
s that o« would allow the NRC 10
lose the allegations plaguing 5o many

once and for all — and 10 do so
the cleventh hour of licensing.
no serve.’ Hodel sud, “for the envi-
safety, and quality issues that
considered and satisfactonly
in the course of construction 1o be
again and ‘relitigated’ even at the
h hour, when a safe plant is ready

on’

operat

Whether a plant was indeed sale for
operation was precisely the point of debate
ot all of the plants that were in trouble.
Many people disagree with Hodel's basic
premise, which could fairly be character-
12ed as ihe industry’s point of view that the |
environmental, safety and quality issues
blocking the stalled plants had been “satis-
factorily resolved” in the course of con-
struction.

That, a wide range of critics of the indus-
iry and the intervenors in each case charge,
1s precisely the problem. e environmen-
1al, safety and quality issues raised at many
m 0 _GuESLPA ¥ my ~

] anyon, Waterford, G Gulf,
Commanche Peak, Midlands, Byron,
Catawba, for instance — have not been
dealt with in many instances, except 10
cover up the breakdowns n the sysiem
Some of those breakdowns, according (0
the ntervenors and the ‘ormer workers
who made them public, have potentially
profound implications for the public at
large, both in terms of nsk 1o the public
health and safety and the threat to therr
pocketbooks.

What Hodel was calling eleventh hour
“relitigation.’ is, 10 the people fighting
reactors all over the country on a vanety of
public health and safety grounds, some-
thing very different. They believe that it s a
process C included 1n the law creat-
ng the NRC — and the Atomic Energy
Commission before it — as the price
extiracted for agreeing 10 embark on the
enormously expensive public spending
campaign that was required to develop
commercial nuclear power. The rules, pul
simply, allow any members of the public to
intervene — thus the term “intervenor” —
at any stage in the licensing 10 raise legiti-
mate safety, quality and environmental
1ssues regarding the construction or opera-
non of a nuclear power plant if they can
show that it threatens the public health and
safety The threshhold of evidence becomes
progressively more burdensome on the
intervenor the closer a plant comes to full
power operation.

Its purpose, intervenors around the
country and some C sources
say, was 10 allow the public to resist the
powerful economic and political forces
who, the same sources say, now have a
stake in the speediest, least scrutimzed con-
struction and hicensing processes possible.
That goal, the speedy, least scrutinized
process possible, seemed 10 be at the heart
of Hodel's plan.

Extending his theme of eliminatin:
“eleventh hour relitigation” of resolve

H d 10 expedite t!
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licensing process by allowing the NRC
block the rusing of allegavons dealing wn
breakdowns in the construction and qual-

resolved
rules would aliow the re-opening of poten-

|

|
|
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While he

and others on

the NRC staff

with

LP&L that the plant could begi

full operations as it is, Crutchfield
m commussioners, he conceded
under persistent questioning from
Commissioner James Asselstine that

the central

., the question

around which all the dissent

within the NRC staff revolved,
was the question of safety.
Jon Ma and John Chen, the

NRCs staff e
question of V

eens on the

aterford's

foundation, helieve
that the cracks in the
hase mat render it
unsafe to operate

1. é - m
answers ahout

“e

the cracks are
known.

tially critical safety issues only if the allega-
tions had already been verified.

Drespite the industry's cry of “post Three
Mile Island” rule changes, most troubled
plants are far behind schedule, their critics
argue, primanly because of a long list of
each plant's falures 10 meet many of the
more basic safety and construction stand-
ards established long ago by the NRC. In
many cases, according 10 members of the
anti-nuciear lobby and many others, those
failures came 1o light only because inter-
venors were able to re-open a plant’s licens-
ing process, and, by doing that, forcing the
evistence of significant safety questions
into the open.

At Waterford, in a local example, the
cracks in the plant’s foundation that the
NRC has been investigating since June
1983, came 1o light, in part, because local
intervenor Gary Groesch brought some
records regarding the breakdown of
Louisana Power and Light's safety pro-
gram at Waterford to the attention of a
Gambit reporter. Gambui's follow-up on
those records eventually led 1o the revela-
tion of the cracks in Waterford's “Noating™
foundation and LP&L's tardy notification
of the NRC regarding the cracks.

Groesch and the other intervenors in
Waterford then filed a motion with the
NRC's Atomic Safety and Licensing
Appeal Board, asking the board 1o re-open
the licenving hearing record on Waterford
10 mvestigate the cracks and their potential
impact on plant safety. Such motions are
one of the primary avenues members of the
public, intervenors, currently have 10 rause
questions concerning what Hodel calied
“environmental, safety and quality issues™
that have already been “resolved in the

d

cousse of construction” LP&L has insisted
since the first revelation that the cracks
exist that they have no safety significance
and, besides, the questions about them
have already been resolved during the early
CONSIrUCtion process.

Nearly eighteen months later two NRC
engineers (iled affidavits with the NRC's
Atomic Safety and Licensing Appea!
Board for Waterford on February 28, 1985,
one of the NRC safety advisory bodies that
must okay Waterford's operaiing license.
The NRC engineers said that new (2:3
raised serious questions about Waterford's
safety, showing that the cracks are much
more numerous, that more of them are
“through” cracks than previously thought,
and that the cracks are twice as large as pre-
viously thought — larger than the mim.
mum safety standards allow The cracks
run from top 1o bottom in some portions
of the 12 foot thick foundation alonj a line
that runs directly through its center. Under
certmin earthquake conditions, the two
engineers said, the foundation could sheer
or literally break n half LP&Ls primary
line of contrary argument, that the pressure
applied Ly the soil piled along the plant’s
largely-entrenched outer walls, the “back-
fill)" is dismissed as unsubstantiated.

Had Hodel's proposed new standard
been in effect in 1983, it could have been
used 10 block the Groesch motion to pur-
sue the salety imphications of Waterford's
basemat cracks. Instead, in the course of
examining the question, NRC engineers
have now concluded that Waterford could
be unsale.

Investigations have shown that in most
instances the long chan of delays in each
plant’s construction program were the

1 direct product of the failure of 1he unlny
he archiiect engineer
acturer or some combirat

ements he

he feaut

make sure that DasK
done rignt. Changing NRO reguiat a“
had an impact, but the problems most utih
ties are having are a direct result of noe hay -
ing implemented the most basic elements
of the the NRC safety program that have
been in effect from the very beginning of
their construction programs, back n the
days more than a decade ago when what s
now called the Nuclear Regulatory Com-
mission was part of the Atomic Energy
Commission (AEC).

Most of the deepest problems ar bon
Waterford and Grand Gulf fall mio ‘ha
category. Although the reasons ochind
Waterford's cracking foundatior remai,
unciear, for eample, the factors that are
believed 10 have contributed 10 the proolem
all deal with breakdowns in fundamen:a!
craft, professional and managenal sk —
welding, inspections, enginedsing and over
sight

What was the AEC also included 2 aum
ber of other departments that were respon

sible for promoting nuclear power, evhet
directly or by actually operating recesvan
links in the chain of interderenden assn
clated nuclear technolog es Lo gress
up the AEC effecuve in January 1971
it passed the Energy Reorganaanon
sending. the regulatory elements off 10.
Become the NRC. Elements of the AEC
1hat were operaning links 1n the nug 2ar
vhamn or otherwise imvolved 'n advis s
nuclear power programs were spun ¢!
a succession of agencies and
wound up 0 the Depanmen
offices headed by asmstant secre
energy. Congress wanted 10 preven: the
conflicts of interests that mevitably anwe
between the AEC's split perconaliny ay
both advocate and overseer Those old
AEC roots of nuclear advocacy, Gembu
investigation shows, eventually came 1o
play a major role in the Reagan campagn
10 save nuclear power Hodel's plan.
effect, set aside through executive fiar the
will of Congress expressed a decade earker

Three elements of the plan vutlined 1
Hodel's May Sth speech were ntunately
related (0 the events in the reaim of nuciew
regulation and licensing that have s.n.e
unfolded, events that include the licenung
of both Grand Gulf and Waterford and
several other reactors under precedent
setting, some say irregular and highly ques
1o~ able, circumsiances

Hode! was establishing his own DOF
stafll “mechanism™ 10 MONIOr Progress in
the licensing of reactors currently under
construction on a plant by plani baus
Additionally, Hode! said. he supporied
NRC Chairman Nunzio J Palladino <
March 20 memorandum. Those poliwy dec
larations, combined with his assernion that
DOE would “encourage and provide sup
port 1o the NRC™ 1o use readiness reviews
carried with them the imphicit understand
ing that DOE was going 1o become much
more involved in the NRC's day 1o gay
operations

Pivotal to Hodel's plan was the creation
of what was in effect his own nuclear el
ligence operation. Mentioned dead 'ast in
his May 8 speech and ignored by all bu: ‘he
trade press was Hodel's “mechanism * ‘or
keeping tabs on the troubled planis. Hode
saud that he had asked his "siatl (0 e ab
lish a mechanism within the Depariment
(of Energy) to ensure that problems with
specific nuclear plants are brought 10 my
attention” The purpose of the mechamisin,
Hodel saud, in effect, was 1o aliow hm 10
coordinate all the elements of government,
both state and local, with all 1ne afiected
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private interests in the administration’s
effort 10 expedite the speedy hcensing of

rabiem 3 wydinale ‘e ‘ed

weresls  and He able 38 e he
wiential Stale, (xai and private (nieres
ihat might come together 10 1ind soiu

tons” The Reagan plan 10 solve the utility
Jebt crisis was clear the raiepayers wouid
pay. The object was to get the plants on line
and get them into the rate bases. The ques-
non was: how? Hodel's nuclear inelligence
apparatus, his mechanism, was designed 10
answer Lhat question

6. Pallading’s Push

unzio ) Palladino, the chasrman of
the NRC, ssued & memorandum on
March 20 calling on the NRC 1o
adopt a specific policy, accurding to Hodel,
‘to handle last-minute allegations of
salety, environmental an! quality prob
lems associated with plants neanng com
pletion” Others, however, saw Palladino’s
memo as much more thar that They saw i
as Palladino's declaration of an advocacy
postion in support of the utilities with trou-
bled plants. By the me Hodel announced
mis support of Palladino’s March 20 mem-
orandum 10 his fellow NRC commussion
ers, 1 had ignited an uproar within the
anti-nuclear and the nuc'car neutral com
munities. phiticularly amony (he group of
washingion-based specialists that included
the majonty of congressionai staff experts
Pallading’'s memo called on the other
COMMISSIONETS Lo Jon with him spec ihcally
1o “take wieps 10 both (3) reduce the delays
at Shoreham and Limerck and (b)
reduce the possibility that delays at other
plants may anse” If delays did anse at
other planis — and Palladino provided a
list of seven other plants, including both
Grand Gulf and Waterford, where such
delays were anticipated — the chairman
recommended a number of specific licens
ing actions 10 be undertaken by the NRC
staff 10 mimumize them
Under the provisions of the Atomic
Energy Act and the Energy Reorganuzation
Act of 1974 the commissioners of the
Nuciear Regulatory Commission it as an
adjudicatory and policy setting hoard
They are charged 10 review (he applications
for full-power operations of the utilities
building nuclear power plants and 10 over
swee, through the NRC staff, thewr construc:
von and operation. The commission s
fundamental obligation under the law i 10
protect (he health and safety of the pubix
When an applicant, such as | P&L for
Waterford or Mississippt Power and Light
for Grand Gulf, comes before the panel for
review and approval of a lwense apphca
non, the commissioners are required 10
heas the positions of the utility, the NRC
staff and the public, if the public wishes to
be heard Theoretically, the commissioners
act as judges on licensing decisions and, as
such, the law requires them to favor the
positions of none of the parties over the
others, not even that of their own stafl
Palladino’s memo, therefore, raised
alarm bells 10 everyone who had questions
about the planis named in 1t specifically,
and about what some saw as a formal shift
away from the commission s required new-
trality in general  Expenenced observers of
the NRC pount out that ehiminating boens-
ing delay — & phrase fhat means different
things 10 different people — had been &
prionty of Chairman Palladino since as
nomination, but in eac’y March 1984 the
NRC's efforts 10 expedite beensing began
10 demonsirate a previously unkaown
direction and intensty.

|

Palladino's March 20 memo aiso out
lined the earher stirrings of the NRC's new

ev expediting venung On March
v e mes Woiliae LR

e WKt e ve (ire ' wra ns

reported (0 Paliadino that Shoreham and

Limerick | were going 10 be collectively
‘delayed” for an addiconal 14 months
Limerick ! is a2 “near term™ .eactor on the
outskirts of Philadeiphia and the twin to
the plant put on an i8-month hold in the
waning days of Black Janaury. Known
throughout the NRC as “the EDO!" Dircks
reports directly 1o Palladino There is some
debate about which of the rwo, Palladino
or Dircks, is the most powerful of the
NRC's top officials, but no debate that
between the two of them they have firm
operational control of the agency.

A week later, March 16, Palladino’s
memo reports, Palladino alone met with
key members of the NRC staff, us Office
of General Council, the head of the NRC's
adminisirative law judges and the chief
administrative judge of Shoreham’s
Atomic Safety and Licensing Board, B
Paul “Tony” Cotter. During that meeting,
Palladino reported four days later, he also
learned that at least eight other planis,
ncluding Waterford and Grand Gulf,
might be facing substantial gaps between
thesr utility's target date for hcensing and
he aciual date when the NRC would be
able 10 legally justify the beensing under
NMRC regulaons. That gap, the difference
hetween the utility's target date for fuel
sading and hicensing and the NR( stalfls
estimate of when the actual licensing date
would be. was the measure that Palladino
Hode! and the Reagan admimistration were
all now using when they referred to "heens
ng delays ' NRC saifers, intervenors and
congressional sources agree ‘hat the uwiih
11es’ estimates of when they would be ready
n the past have been noloriously optimis-
"w

Also contained in the March 20 memo
was a list of suggestions Palladino pro
posed as ways to streamline the licensing
process for each of the ten named plants
The goal of his suggestions on every plant.
Palladino said. was 10 “expedite” the NRC
licensing process. an emphasis which
seemed 10 presuppose (hat the problems at
each plant could be resolved by umply
shuffling the paper faster — & proposition
hotly contested by 1wo of the NRC's five
commissioners, NuMerouys congressmen
and every intervenor

Mentioned in the Palladino hist was 2
bovel description of the special NRC task
force that would descend on Waterford on
Apnl 2, just two weeks later Dircks
ordered the task force created on March 12
10 investigate a Nurry of allegations of sen
ous breakdowns in the safety and construc
ron programs ai Waterford and another
one created 10 probe similar charges at
another southern plant, Commanche
Peak. near Dallas, Texas. Dircks, Palla-
dino's memo said, “informed us that he
has placed one semor executive in charge of
dentifying the problems and laying out
solutions and schedules for getting 1o a
licensing decision at each plamt”

Palladino’s March 20 memo created an
uproar among those in Washingion and
elsewhere who were either outright ant
nuclear or hughly skeptical of the industry’s
safety programs. Many found the revela-
tion tAat Palladino met privately with the
chairman of Shoreham’s Atomic Safety
-dLmnlemchnmol
expediting Shoreham s eensing especially
SUIPICIOUs, & Move (hey saw &3 an atiempt
by the chairman to improperly influence
the hicensing board s deliberstions

On March 28 Congressman Edward J.
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Mackey wmite Paiadino a b or g etier
sarning Pailadino aganst using (Ne scuse
expeliling ocensing » Ta8f 4 Tux K

ery” out of the ikensing process Markey
the openly anti-nuclear democral from
Massachusetts, then chaired the MHouse

ntenor Commultee Iverught! and invey
gations Subcommitiee. one of "he House
subcommultees auihorzed (0 oversee (he

NRC's operations. Markey sad he (eared

| that Palladino’s suggestions for expediting

licensing could be used 10 “circumvent
the “due consideration of genuine public
health and safety issues™ Palladino’s pro-
posals on Shoreham were specifically wn
gled out by Markey, who asked the
Chairman to recuse himsell from the
Shoreham case. Palladino’s plan 10 expe
dite Shoreham's licensing led (0 a “reason
able inference” that he had prejudged the
Shoreham case. Markey saud.

Markey's letter also took Palladino to
task regarding the delays the chairman
complained about regarding the plants
other than Shoreham Paliadino vingled out
for special, expeditious (reatment by the
NRC staff. “In each of the cases men

! noned in your memorandum (1. e Shore

ham, Limerick, Waterford, Commanhe
Peak, Dwablo Canyon, Byron, Mudlands
Palo Verde and Grand Guif), | am aware of
delayy resuiting from senous safety prob-

| lems that were actually caused by the utility

v

and/or its contractons”

On May 17, dunng heanngs before the
Hours Intenor Committee Subcommuitee
on Energy and the Environment, two NR(
commussioners, James K Asselsiine and
Victor Gitindky. saud that they thought Pal
ladino acted improperly for his March 16
meeting with the NRC uaff and the head
of the NRC's adminusirative law judges on
the topic of expediting plant heensing
NRC admunstrative law judges must uity
mately devide the validity of salety. envy
ronmental and quality 1ssues rased by
intervenors, the same issues under aitack

| from Hodel, the utilities and the admims

tration in general as the source of “unnex
essary” licensing delays Asselstine and
Gilinsky both charged that Pallading had
“abandoned™ his role as an unbrased judye
of the ments of Shoreham's lwense apph
ation, becoming instead an “advocate for
a particular outcome 1n the case the
issuance of a low-power decivon within an
unreasonably short penod of time”
Congressional critics kept up the heat on
Palladino throughout the spring and intn
wummer There were more heanngs belore
subcommittees chaired by Representatives
Richard Ottinger and Morns Udall in June
and July concerning the way Pailadino and
two other commissioners, Thomas N
Roberts and Fredenck M. Bernthal - - all
Reagan appointees — seemed (0 be rush
Jng & number of plants (owards licensing

| despite the existence of serious wafety ques:

tons. The NRC stalf, directed by Palla
dino and backed by the Roberts, Bernihal
and Palladino majonty on the commission
isell, had rushed to decisions on Diablo
Canyon, Shoreham, Grand Guif and the
restart of Three Mile Island Unit | with 2
speed and apparently deliberate ignorance
of the past decade of federal law and regu
latory practice that Congressmen Markey,
Udasil and Ottinger and Commissioners
Gilinsky and Asselstine and thewr staffs, as
well as the intervenors in each case, were
voci ferously cniticuang

But the industry has its friends i Con
gress as well. Chief among them s Tom
Bevill, an Alabama Democrat who
s reportedly the largest single congres
sional recipient of campaign donations
from the nuclear power indusiry. Bevill iy
chairman of the House Subcommitiee on




Energy and Water Development, the sub-
commuttee that controls the NRC's purse
drngs Bewill s ‘amous in Washingron

fes tirades against the SRO, espeg aly dur
ng Jppropriationy heanngs ‘n (984 1he
NRC s appropnations heanngs were held
on March 22, just (wo days alter Palia-

Intervenon &t other planus all over the
country, meanwhile, were raising similar
complaints that the NRC — which they
sasd had never been ternbly careful about
honoring their administrative and due
process — were suddenly giving
them the bum's rush in & fashion that was
unprecedented, as they put it, “even for the
NRC™ Most intervenors believe that the
NRC has always been vigorously pro-
wuility, but in the early part of 1984, they
agroe, there was a demonstrable sea
change
LR
no one outside the NRC knew
it at the ime, Palladino’s March 20 memo
itiated a new, highly focused NRC cam-
paign to expedite the licensing of all plants
which their utility owners were scheduling
foi licensing within the next |8 months. It
, as a plan o which. Waer ford and Grand
Gulf were to play prominent roles.

When William Dircks, the EDO, ssued
hus March 12, 1984 memorandum outlin-
ing the creation of spuial NRC task forces
10 investigate hundreds of aliegations
charging the breakdown of the safety and

|

construction programs at Waterford and |

Commanche Peak, the NRC's new em of
expedited licensing apparently began. A
designated senior executive, one of the
approximately 70 top NRC executives,
members of the Senior Executive Service,
would be put in charge of each task force.
The Waterford task force would be created
and begin its investigation first. The desig-
nated senior executive, Dennis Crutchfield
n the case of Waterford, was 1o be in
charge of coordinating the total NRC
effort. The goal was 10 expedite the plant's
licensing. Everyone in the NRC with a box
10 be checked before Waterford could be
licensed would be coordinated by Crutch.
field.

That (ask force structure, with & desig-
nated senior executive, would be seized
upon a few weeks later as the mode! for a
major thrust of the NRC's program to
expedite the licensing of all near term
plants.

On Apnil 6, 1984, William Durcks, the
EDO, ssued an order to Harold Denton,
the NRC's director of nuclear reactor regu-
lation, directing him to develop a seven-
step “plamt specific plan” for
every “NTOL" (near term operating
license), NRC jargon meaning reactors
that will be comung up for licensing soon.
Referning to the task forces recently created
10 expedite the licensing of Waterford and
Commanche Peak — “provide for an inte-
grated approach 1o the compietion of NRC
m activities associated with the

licenses issuance” in Dircks’ words

- the ordered Denton to prepare for
» smilar approach 1o all the other near
term plants and 1o report back 10 him by
May § — (he same day Secretary of Energy
Donald Hodel was scheduled to address
the nuclear power industry with what
would turm out 10 be the admirustration’s
plan (0 baul out the nuclear power industry
m was instructed 10 determine the
“realistic construction completion and

Many found

the revelation
that (NRC Chairman

Palladino met
chairman of S

vately with

s Atomic

Safety and Licensing Board to dis

cuss the

of expediting

Shoreham’s licensing especially

suspicious, a move

Saw

as an attempt by
chairman to

improperly influence

the hcensmg board’s
deliberations.

license issuance dates” for all NTOLs dur-
ng the coming 12 months. He was also
told to determine the “currently known
and potential issues’ that might come up at
each plant and slow down 15 licensing,
including all the various types of NRC
nspections and investigations that mught
arise “and the potential for a large number
of allegations”

Denton responded to Dircks on May 9, a
day late, providing a list of 18 near-term
plants and adding three more plants and a
generic issue — the restart of San Onofre in
California and Three Mile Island Unit |,
Midland and the Transamerica Delaval
(TD1) Diesel review — o the list. In addi-
tion to Waterford, Commanche Peak and
Diablo Canyon, which also had an NRC
special management team already
10 it, Denton suggested that simular ef|
be assigned 1o five other plants — Woll
Creek in Kansas, Riverbend near Baton
Rouge, Palo Verde in Arizona, San Onofre
and TMI restart. Meanwhile, Denton sand,
special reports on the overall licensing sia-
tus of each near term plant were being pre-

pared.

Two weeks later, May 25, Dircks issued
another order 1o Denton, this one requiring
the deve!l of an “imegrated sched-
ule of all NRC activities to ensure the
speedy licensing of eight plants: Comman-
che Peak, Ferm: 2, Wolf Creek, Diablo
Canyon 2, TM' rssiart, Byron |, San Ono-
fre | restart and Limernick |. All NRC
offices that might develop issues that could
slow down the plants — licensing, nspec:
non, hearing and investigations — were (0
be polled Four days later, May 29, Denton
assigned a “designated senior executive”
from the NRC's senior executive service
roster 10 each plant on the list. Each was
assigned full time to the task of developing
schedules, etc . for the purpose of expedit-
ing the NRC's licensing of each plant

Including Crutchfield at Waterford and
Car! Berlinger, who was assigned full time
10 resolving the TDI diesel problem that
plagued Grand Gulf, Shoreham and ||
other plants, the list of senior NRC execu-
Lives assigned 10 expedite the licensing of a
particular plant totalled 10. Each of them

was ordered 10 report to Darrell Eisenhutr,
who was then the directos of the Division
of Licensing. Eisenhutt would in turn
report to Denton, who would report 1o
Dircks, who reports 1o Palladino

e

Chairman Palladino’s power 1o work his
will within the NRC is generally seen as
vast, although that is a relatively recent
development, according 1o assessments
made by commussion and congressional
sources who asked not to be named. It
stems from the Energy Reorganization Act
of 1980, which changed the relationship
between the staff and the chairman. Under
the terms of the act, the staff began to
report directly 10 (he chairman, through
the EDO. The commission was 10 set pol-
icy; the stalf was to do the work of imple-
menting policy. The chairman woula
interpret what the policy was and direct the
saff on how to implement it

Whether Palladino as chairman or Wil-
liam Dircks as the executive director of
operations has more power is a matter of
opinion; hetween (he two of them they are
clearly the most powerful two people at the
NRC. Palladino, by being able to direct the
staff in the day-to-day management of the
NRC's operations can, in effect, comple.
tely circumvent the rest of the commission
on most issues and in most cases. Since the
NRC's commissioners rely for nearly all of
what they know about any given plant on
information supplied by the staff, the
chairman's control of the staff"s day-to-day
operations gives him broad powers (o
shape the vision of events presented 1o the
other commissioners, according 10 these

sources.

If any of the other commissioners want
10 direct the staff to undertake a particular
course of action, the other commissioners
must win a majority vote among them-
seives. The chairman, however, can either
80 for the vote — or simply direct the staff
10 pursue the course of action he dictates
and then, if he chooses 1o, manage the way
it 18 reported 10 the other commussioners by
the stalf

Dircks, however, is not without his own

resources. Mhrough his control of promo-
nons, staff ass 'm"cﬂ'\ and Senuses
Dircus Jea .

Ine of the ‘reforms ) he D retgy
Reorganization Act of 1930 created an
evecutive bonus system . [t was (ntended 10
provide an ncentive sysiem (0 encourage
exceflence among the NRC's highest eche-
lon managers, members of wha s called
the Semior Executive Service (SES). But the
SES bonus system, according (0 people
who have been watching it in action sunce it
was crested, backfired [ts structure piays
right into the hands of a chaurman, critics
say, who wants to enforce siafl adherence
to what are apparently political and xo
nomic resolutions of techmcal safety ques-
tons. The SES system was devised to
replace the top tiers of the old GS system:
GS 16 through GS 18, There are currently
70 to 80 SESs in the NRC — Dircks & one
and 3o are the next 70 or 80 down the line

Only the SES officers, the “top line
managers.’ are ciigible for the bonuwes
of which about 20 are awarded each yewr
They range in size from §$3,000 to 315,000
There are usually only a few at the $15.000
range, the norm being in the §5,000 1o
$9.000 range. Everyone else in ‘he NRC,
including all the SESs who don't eceive a
bonus, are simply stuck. They make as
much as they make and that's a! there i
The bonuses are hotly sought aiter oy the
compenng SESs, acvording te one source,
and the decision s witimately up 10 Dircis
Dircks decides who geis them un. a0
doesn’t. Sources on Caprros Hdl arg r tre
commission think that ‘har piays 1 maer
role 1n keeping the stalf in line on any une
Dircks establishes — or Paliadine estad-
lishes

According 10 one source, that makes a
big difference. The stalf “comes down and
briefs Palladino — and no one eise — on a
vanety of issues regularly” How often they
come down was unknown, but they come
down frequently Once the SESs, Dircks,
and Palladino get in that office, u's just
Palladino and whoever he wanis 10 bring
and Dircks and whoever he wants 1o bring
What they say, what they do, only they
know. “It is quite @ mechanism for con-
trol!" the source observed, “and it looks to
me like it works damn well”

7. Nuclear
Inteliigence

Ithough Secretary of Energy Donald
Hodel's May 8§ speech suggested dif
erently, the administration’s plan for
saving the nuclear power industry, the utili-
res and their unfinished reactors had
already been in action for nearly two
months when Hodel announced the
administracion plan in early May
Sometime in March — adminisiration
spokespersons have so far refused (0 pro-
vide a specific date — Hodel established
something called the Depariment ol
Energy Task Force on Nuclear Power Plamt
Construction. lts staff was drawn from
those elements of the Department of
Energy that had once been part of the
Atomic Energy Commussion, primanly
those working under then Assistant Secre-
taty for Nuclear Energy Shelby Brewer
Brewer's principle assistant deputy sere
tary. Dr. Thomas Dillon, was named (0
head the task force. Drllon, whose naff set
up shop in an office “right down the hall”
from Hodel's office in the Forrestal Dukd-
ing, reported to Hodel through Danny
Boggs, the man who had been Reagan's
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A CAr powers On a plant by plant bass,
svelved directiy out of the White House
Cadir vt Council on Economic Affairs
working group on nuclear power, some
administiration spokespersons and others
«ho were invoived in the process have told
Gembet, the same group (hat had been
meeting with members of the financial
community, the nuclear power industry
and the utilities in their search for a safe
eui from the nuclear morass. Model, with
hiv axtensive personal contacts in the utiity
mdustry, the financial community and the
nuclear power industry from the days when
Se headed the Bonneville Power Adminis-
traton, had been chosen to take the admun-
istration’s lead on expediting the Licensing
of nuclear power

Precisely when the admirustration began
ns concerted campaign of direct contacts
wih the NRC is not clear. Although
Model's DOFE task force was organized in
part with that role specifically in mind,
White House monitonng of the NRC and
heir decision-making process apparently
begzan somew hat earber

Staifers associaled with the White

{ouse Cabinet Council on Economic
Affarns worung group on nuciear power
were intinately aware of the details of the
NRC's Waterford task force plan “within
s formulation — something
vereran observers of NRC operations char
acterize as very unusual. White House offi-
cials way have actually helped formulate
he Waterford task force plan themselves
according (0 a Wail Street source who
asked not 1o be named. Mark Kerrigan, a
budget auditor assigned (0 energy issues
within the Office of Management and
Budger, gave the Gambif source and others
4 detailed account of the plan less than 24
hours afier it was devised in early March
According 1o Gembil's source, Kerrigan
was thoroughly knowledgable and enthusi-
atuc about the Waterford task force plan,
0 much so that the source saxd he thought
that the plan had actually come from the
White House, not the NRC

Contacted by Gembit, Kerngan densed
having known anything about the Water-
ford plan last spring, saying that he had not
‘played an active role” in the Cabinet
Council nuclear working group. He would
he glad 1o talk about the Cabinet Council’s
elforts. Kerngan said, but before he did he
wanted (0 make sure that he was “covered”
Defore raying anything more Kerrigan
sshed Gambit'y reporter 10 check with
OMB’s Office of Public Affairs before he
would discuss the matter further Con-
tacted by Gambit, Edwin L. Dale, the
assistant director for public affairs for
OMB, responded that “Kerrigan doesn’t
lno-noutuy NlCuuﬂm‘mlm
aboui ™

Told of Kerrigan's denials, however,
Gambit's source insisted that he remem-
hersd (he conversation very clearly He was
quite surein his recollection that it was Ker-
“iean he spoke (o Kerrigan, he said,
wemed (0 have had a thorough knowled ge
of the NRC plan for Waterford and had
describad it in some detail, outlining it as a
plan (0 “mxpedite the process and make
sure the (NRC) resources were applied so
that answery could be found ™

sours™ af

foue wa Force on Nuciear Mower
Y ant « Kuion, looking for its vwa
ATV, AL TANSNIY DCRAN TO SHF (MO oper

41100 1WO 1O (hree veeks ater Although s
' specific beginming date remains unciear,
Jerry Griffith ve director of one of
DO o taffers for the
Ash rce wacre Jdrawn, said s calendar
thowed that the lirst DOE meeting 10 dis-
cuss Tom Dullon’s new assignment was

rom whi

tacts within (he NRC and the utilities. The
task force was specifically directed to fol-
low what Drlion descnibed o Gambet in »
recent interview a3 “the realities.. .of the

licensing process”

Although Dillon was not destined to
remaun with the task force long, he oversaw
its initiation and the first “three or four
months” of its early operations before leav-
ing DOE 10 take a position in the nuclear
power industry. Following his departure in
late June, Gordon Chipman became the
new task force director Chipman had pre-
viously been DOE's deputy assistant secre-
tary for breeder reactor programs, a
postion that had brought him into frequent
' contact with nuclear power industry execy-

tives. Dillon described Chipman as “very
knowledgable” and "a very appropriate
| guy to play the role” Chupman. responding
] through 3 DOE spokesperson, refused to
speak 10 Gambut about (he task force

Dilion’s stafl began to gather informa-
ton regarding all the remaining nuciear
power plants that were under active con-
struction and/or expected (0 be going into
the “final hicensing phases duning the next,
from that time, year 10 eighteen months’
The emphasis at all levels of hus stall’s
work, according to Dillon, was particularty
amed al discovering the issues that might
delay # plant's licensing. The administre-
tion, acting through Hodel, wanted
nuclear power plant licensing expedited
and Dillon's task force was the advance
unit to that end, Hodel's nuclear intelli-
gence operation

Dallon inutially gathered a group of “sia
or seven” people from other areas of DOE
for his core staff. They came (rom two pri-
mary areas of DOE: planning, which pro-
vided people with expertise in utility
economics and financial analysis, and
nuclear engineers, people “who could
understand techmical issues associated with
licensing the reactors” The task force core
stalf, who worked “just down the hall”
from Hodel's office, were in turn sup-
ported by DOE with engineers, attorne,s,
specialists and upper echelon managers
drawn primarily from the offices of the
assistant secretary for nuclear energy
(Shelby Brewer), (he assistant secretary for
R{Innnm. and policy development (Jan

ares), and the assistant secretary for
international affars and energy emergency
(Heimut Merklein), Dillon said. All three
portfolios carry some responsibility for
nuclear power operations or advocacy
withun DOE s normal organuzational struc-
ture. Brewer, Mares and Merklein have all
moved on L0 other posilions since then.

DOE's public position has been to mini-
mize the size of the task force Spokesper-
son Barbara Flemming insisied in recent
interviews with Gambit that the task force
s composed of “only (wo dedicated™ DOE
staflf people. A small sampling of DOE
task force documents recently obtaned by
Gamixi, however, show that between (wo

and three en DOF yifers nave heen
. g repo 1 3 e e oh
SrWSE DO PR ) < e

task force effort at any given Lune al east
through late January (985, although their

numhers have now Jropped 0 some
enfent

Nidon's job, as he uewrbed was o
wersee (e collection of 3 vasi array of raw

data revooving around (he sconomic, ech-
mical or political ssues that might concerv-
ably siow the licensing process of any one
of the 20 plus plants the task force was
keeping tabs on, ssues that could threaten
the survival of the utilities building them.

To that end, the task force was
into what Dillon described as a “cross
matnx approach” One person specializing
in beensing 1ssues and another specialining
in “some of the economic parameters”
were assigned (0 each plant. One of those
two was assigned as (he “pnmary point of
contact” for each plani, although there
might be different people somewhere in
DOE following as many as a dozen difTer-
ent issues on each plant, anyone of which
might hang up its license, all of them
reporting into the task force regulariy.

Task force staffers spent their days gath-
ering information from two principal
sources, according to Drllon: the NRC and
the lead utility for each reactor. Colla
terally, they were ordered (o establish a hay
son with a single person for the utility and
another for the NRC on each reactor and
to deal only with that person. In some
instances, according to Dillon, they also
contacted riendly state utility reguiators,
although that was an area he described as
Tsensitive”
obtained by Gambit, however, suggest that
Dullon’s staff enjoyed a conuderably wider
range of contacts for most of the plants
they were tracking

The precise nature of the relationship
between the task force and the NRC
remains unclear According to Dillon, s
task force staff didn't have any more access
to the NRC than anyone else. “They didn't
have any more special acoess (0 the NRC
than you would, but they exercised it -
larly” Dillon said. “The people al the NRC
were very cooperalive in providing up (0
date information and it was always at our
fingertips after we got started” He chame-
terized the NRC peopie hus staflf spoke (0 as

“key people!’ people wha would either
know the information DOE wanted or who
would be able to get it at & moment's
notice

Other sources, however, suggest that
task force stalf had access 1o information
that the public could not nvmally expect
to obtain. [n addition to thar regular con-
tacts with each plant’s NRC project man-
ager, Drllon conceded that his stalT “may
have” been in regular touch with the senior
executives the NRC designated to sheperd
those nine most (roubled plants through
the process Few people outside the NRC
and the DOE task force even knew that
(those seruor executives had been given spe-

Documents and interviews

A Ul LiMe NS gnmenis \ ) me
YOF rechnicai siat! memres
onally asvigned 10 “moriicr SR
eralions on Cernain generc probiems, such
as the Transamenca Delaval diwesel genera
tor review. and qiven special woess (0 NRC
isussions and Py o Mo ey Trom
which the pubiic would “crmaiiv be
o uded

As the detauls of the econom and tech-
nical problems confronting each plant
began 10 filter m, Dillon's sall begar 10

sere amdvh

ehib

analyze and weigh the information. On
technical problems that might delay a reac-
tor's licensing they checked with DOE con-
sultants, apparently seeking suggestions
for arguments or solutions that could steer
each plant wound the snags. Other infor-
mation was compared with what Dillon
characterized as “other data bases” Dil-
lon’s own DOE financial and economic
“experts” examuned and weighed (hose cal
egory's problems facing every plant, seek
ing possible solutions on those fronts as
well. All the information that came in was
weighed and measured, according 10 Dyl
lon, in the search for what was usable and
what was not

Once Dillon’s group felt they had
enough detail on each of the 20 piant wites
they originally set out to monitor. they
began to prepare what he called “compre
hensive data books.” documents that col-
lected together briel resumes of each
plant’s techrucal and Mnancial status rela-
tive (0 licensing. with the emphasis always
targeted on expediting the ssuance of its
license. The data books were and continue
to be updated as developments demand,
always looking toward licensing first and
commencal operation and inclusion in the
rate base second

Gambit has obtained copees of versions
of the first three comprehensive books pro-
duced by the task force. They contain
detaled fMinancial profiles on each com-
pany, including charts showing the history
of the utility's dividend, stock and bond
performances, their cash Mow needs, the
amount invested in (heir reactor construc-
tion programs, estimates of how much s
still to be nvested, etc. They also contain
brief summaries of all upcoming political
and regulatory events that will impact
either their licensing or the plant's incly-
sion or exclusion from the rate base

Precisely how Dillon's stafl treated the
information they received is not clear His
own accounts of that, as told to Gamber,
appear (0 be contradictory. On one hand
he insists that his mission was simply (o
provide an accurate assessment of what the
licensing and Minancial issues on any given
plant were. His wafTs task, as Dillon refls it
at one point, was simply 10 en ¢ that
there was “good, accurate, dupassionate
data and information”™ about the status of
the 20 reactors nearing licensing. “The (des
was!" he said, “that we needed 10 have
good, accurste, comprehensive data 1o
support any policy decisions™ the adminis-
(ration might be making

While insisting that the information his
group collected and the way in which it was
presented was carefully tailored (0 be
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- There was a very reas aitempt 10 do
some prephesying of the technical and eco-
nemic information in terms of what its
validity was”

Drllon demured when asked (f the pur-
pose of that informalion was (0 enabie the
admurusiration (0 help facilitate Iicensing
the troubled plants, which included all 20
(hat they were tracking. The administration
was looking not so much at facilitating
icensing, he siud, but rather (0 see il “there
were stages (in (he licensing process) where
the ’aderal government, either directly or
indirectly, was an inappropriate barner!’
There was a “strong sensitivity™ (hat the
adminustration did not become “a facilita-
tor 10 the extent that they would become an
active party (0 a licensing proceeding or 18
ANy way appear (o be contravenung the
NRC™

But there are ugns sprnkled throughout
Drllon's account of what happened to the
nformation the task force gathered, as well
a4 sienals found at the NRC, which suggest
yherw se Task force documents obtained

L 1

by Gambit since show clearly that the
« hole point of the task force was 1o collect

arma hat could be used 1fluence
NRC decivions on specific plants and spe-
cific issues

When there was a conflict between the
way (he utiity and the NRC saw a particu
ar technucal question that mught be delay
12 plant’s progress towards full power
rernion, for instance. the task force took
i approach that apparently differed from
an objective assessment of a particular

stue's validiy “If the utility and the NRC
appearcd (0 be seeing things oppositely’
Diilon told Gambir, his sall “would try to
get other information that could be
brought (o bear We didn't ever try 1o bring
i 1o the point of saying who s nght and
who s wrong. Just that here's this view-
point, here's (hat viewpoint and here's this
other information’” Precisely what “this
sher information” might be and how
might be used was something Dilion
deciined 10 discuss

Asked (f DOE's task force was a nuclear
nielligence gathering operation, Dillon
agaun demurred but did not deny the sug-
gestion. Calling the term “supercharged.’
Dillon said he “tended™ 1o think of the
group “as developing a lactual and objec
tive data base.” rather than as an ntelli-
pence gathering operation. The task foree
wat managed, he saud, as a “fact finding
acuvity” as opposed 10 & “pohicy activity”

Although task force staffers did not
make them, policy decisions were neverthe-
less the fruit of 1heir work. Dilion reported
10 Secretary of Energy Hodel through
DOE's number (wo man, Danny Boggs
Both Hodel and Boggs received detailed
Brelings at least once and sometimes [ wice
2 week from Task Force members. The
ree ng sessons with Model, according to
rllon . wsually concentrated on plants that
were hot topics of the news day. Those with
Boggy, however, were much wider ranging.
more detaded and generally more frequent

Danny Boggs was no stranger 10 ques-
nons of nuciear energy and national policy.
Duning the firw thuee yoars of the Reagan
adrunistration Boggs served in (he Wlite
House as the president’s number one

A eas 4

he Ulliwe 01 Poiy Deve

¢ President in

oment. specializing n energy questions
hefore being promoted (0 assistant director
ne e of Pobve Development am

A ant ¢ president  Boggs

aas generaily ungersiood ar d Washing
N, COrding (0 Al (he sources inter

viewed by Gambu, including DOE

spokesperson Barbara Flemming, as “rAe
energy guy \n the White House™

But on September 9, 1983, two months
alter the WPPSS bond default and six
months before the DOE Task Force on
Nuclear Power Plant Construction was
formed, Boggs was nominated by the presi-
dent 10 be the depuly secretary of energy.
He was confirmed by the Senate on Octo-
ber 28. Ed Rothschiid, with Citizens Labor
Energy Coalition, a Washington-based
energy interest group, has dealt with Boggs
regularly since the Reagan admunustration
came 10 power. Rothschild describes Boggy
s “a Chicago School, Harvard lawyer who
would tel! you that he interprets economic
behavior in a very conservative, traditional
manner. He believes that pnmanly market
forces should determine economic out-
come. He also thinks, therefore, that fed-
eral regulation ought to be al a minimum f
not eliminated entirely and that regulation
n the safety area, at least, should eust, for
eample on nuclear power, but it should be
such that it doesn’t make it too dif ficult for
people who really want 10 get nuclear
power off the ground 10 do the job that has

10 be done .in their terms. So he s bas-
cally from the non.federal and non-
gov 'r'.ema interventionist school of
'h\ YUgn

Precisely what Boggs, Hodel and others
n the administration did with the informa
tion being gathered by Dillon’s — and later
Chipman’'s task force s not clear
Responding through a Department of
Energy spokesperson. the former White
House chiefl energy advisor refused to
speak about his activities 10 expedite the
licensing of problem nuciear power plants

Boggs. however. was apparently DOE’y
prime mover and shaker, acting on his basc
free-market instincts, the information pro-
vided by the task force and the president 'y
mandate in the administranon s campaign
10 salvage the industry

Boggs worked “very closely” with the
1ask force s1aff, which reported directly (o
him. according to Dillon. Me in turn did &
“great deal” of briefing of other people in
and out of the adminisiration regarding (he
status of the program 10 expedite icensing
and the administration’s efforts to that
end. Armed with the information and
analyses of the task force, Boggs was also a
primary force in impiementing (he admin-
wirstion's policy 10 expedite the licensing
process and (0 help the utilities in other
ways. Exactly what actions he took, 10
whom he spoke, etc.. remains unclear,
although there are some hints to those
questions contained in the DOE task force
documents Gambi/ has obtained

While the administraiion was asi-
duously working to convince the public
that all matiers relalive (0 nuciear power
and electncity rates were maiters best left 1)
the NRC, state and local authorities,
Danny Boggs. Donald Model and other
admunistration representaiiives were just as
asiduously working behind the scenes in
the interests of (hews friends in the financial
community, the ruciear power indus'n
and the utility industry.

All through the spring while the a
force was coliecting information (rom ¢
NRC, the utilities, press chippings an¢
“other data bases.’ (he Resgan
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Cabinet Council an Loonomic AlTaurs
wOrking group on nuciear power, working
under (he day-lo-day durection of Assistant
Secrerary of the Treasury for Domestic
Finance Thomas Mealey. StafTers assigned
10 Healey's project were in dauly (elephone
contact with Dillon’s task force staff,
sccording to Dillon, collecting “specific
information on specific projects”

Healey's stalf was additionally prepar-
ing and submutting for the task force stalf's
review and writien comment 'various
drafts” of papers Dilion refused 10 charac:
tenze, Saying that the Cabinet Council
working group's efforts are “privileged
information.’ he would only say that the
papers dealt with topics that wen! beyond
information that “would impact financial
decisions!' What the purpose of those
papers was or how (hey were used remains
unclear

Dunng ihe same perod, March (0 July
1984, Healey was busi'y convening a series
of interagency meetings under the auspices
of the Cabinet Council working group on
nuclear power “Almost every agency o
government was represented’’ at those
meeting according 10 Dillon, who
attended many of them Asked aboul the
subjects discussed, Dillon renerated his
that the meetings were privileged
DUl saud thal Those Invoiving s lask ‘orce
revoived around i1ssues concerming the
nuclear power plants pushing for heensing
Spokespersons for the White Mouse, the
Department of Energy and the Depart
ment of Treasury have all refused 10 discuss
the meetings

While Dillon insisted that his task force
efforts were strictly aimed at collecting
information, he conceded that MHealey's
working group stalf ook the information
provided by Dillon’s stafl. did “the proc:
essing of u” then “circulated it 10 all the
federal agencies that were invoived and
concerned’” Persons in those agencies. act-
ing under Healcy's coordination. would
then act in ways that remain unciear Trea.
wry spokesman Brian Benson (oid Gumbit
that Healey refused 10 comment

Al the same (ime these v1alf activities ot
the Cabinet Council on Economic Affairs
-orlmg 'rOup on nuciear power were
going on, the Cabinet Council principals

— Hodel, Treasury Secrerary Donald
Reagan. and high ranking officiais of the
Office of Management and Rudget, the
Federal Emergency Managemen: Agency
the Department of Agriculture and othery
were meeting with executives from the utili
ties building Seabrook and Shoreham, the
financial community and the nuclear
power indusiry The question under discus-
sion was how (0 bail out Seabrook, Shore-
ham and all the other problematic reacton

Hodel, Bogas and one other DOE offi.
cial, Earl Gielde, occasionally accompa-
med by Dillon, meanwhile, began (o
convene their own senes of meetings with
the Minancial communuty following Hodel's
May § speech 10 the Nuclear Power Assen.
bly According to Dillon, at least “four or
five™ of these meetings took place between
Hodel, &t al., and groups of wtilives ana-
lysts (rom several of the country’s largest
investmeni and co nmercial banking firms
and some other “natural groupings’ from
the financial community. The character of
the meetings, according to Drllon, was (0
help the flinancial community “separate

position
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$6 per session, no appointment necessary
(Membership packages available)

3017 N. Causeway Bivd. 9a.m.-10 p.m., Mon.-Sat.
Metairie, Loulsiana Right across from Lakeside

835-3596

Contemporary
Writers Forum

A stimulating series with four widely-published fiction writers and poets,
moderated by Randolph Bates.

Featured guests

John Biguenet, editor, New Orleans Review. editor, Foreign Fictions,
president, Amencan Association of Translators of Literature. cniticism in
Ploughshares. Georgia Review and the North American Review.

David Madden, wrier-in-residence at LSU: author of the novels Bijou.
The Suicide's Wife. Pleasuredome and On the Big Wind.

Eric Trc(heway. author of the poetry collections /n the Traces and
Dreaming of Rivers. criticism in Yale Review. Southern Review and American

Scholar.

Tom Whalen, director of the writing program at the New Orleans Center
for Creative Arts: author of The Eustachia Stories: An Astroromance. hiction,
poetry. translation and criticism in Paris Review. Chicago Review and North

American Review

4 sessions beginning April 8

Mondays. 7-9 p.m.
Tuition $75, 2.0 Continuing Education Units

University College
Noww red it Programs
125 Gibsn Mall

Tulane University

New Orleans. LA 70118

For information or
registration call 865-5562
or fill out and return

the coupon.

Tulane
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AdmMinsLIation's thunking was i 1s area’”
On the other hand, Dvllon sasd  the admun
wiration hoped 1o (earn from ihe Maanciers

what “their tnie fee ] e
TIENES N NuCiear power |
hey thought the " aev issues
cated with uncernanty and risks of a fed
eral order”

Hodel aiso maintained what Dillon
called a “virtually unbroken sining of con-
tacty with the utility indusiry” |
his tenure at DOE  In and of nsell, mon
observers believe, there is nothing unusual
about that, especially considening Hodel's
long history as & 10p ewecutive and consull -
ant with the utility indusiry.

rgs av
yroety and what
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Kidder Peabody's Eugene Meyer, has long
been the questions of when and whether
some of the most troubled plants are going
10 be licensed by the NRC. What, if any.
commitments Hodel or other members of
sdministration made 10 the banking and
investment firms they were deaiing with
regarding getting the NRC on board are
not now known. Nor i it known if any of
the admimistration’s represenialives were
passing on inside information 1o members
of the Nnancial community regarding pos-
sible pre-determunations on speaific icens-
ing issues by the NRC majonty DOE's
Task Force on Nuclear Power Plant Con-
struction, however, was clearly structured
1o pay nearly as much attention 1o the
firancial probiems of the utdities building
the endangered reactors as it was paying 10
expediting the NRC's Licensing process
Documents now in Gambi's possession
make it equally clear that the admunistra-
noin itsell, through the mechansm of the
task force, wanied badly 10 have an early
warning system on how the NRC was going
to decide certain issues regarding all of the
troubled plants

enneth A Trickett is an eprscopal par
1sh priest who now lives in Page. An
ona, on the approach 10 the
spectacular, barren grandeur of the Glenn
Canyon Dam and Lake Powell In the
spring of 1984, however, before Tricket!
retired (rom the Department of Energy as 2
nuclear engineer. he was detailed from his
role in DOE's Office of Converter Reactor
Deployment to a special assignment for
DOE's Task Force on Nuclear Power Plant
Constryuction. Thicket!’s assignment was (0
“monitor” the NRC's progress in resolving
a major technical problem that was cur-
rently stopping two of (he country’s most
problematic and expensive nucieas power
plants, Grand Gulf and Shoreham, dead in
their tracks: the Transamerican Delaval,
inc. emergency diesel genersior falures
In August 198) engineers #f the Shore.
ham nuclear power plant on Long Island
were finushung routine testing on three grant
emergency diesel generators when the
crankshalt broke on the last engine. An
NRC investigation of the diesels, manufac-
tured by a company that had previously
specialized in producing large marine
engines, Transamerica Delaval Inc (TD1),
uncovered a number of design delicencies
and & substandard quality assurance pro-
gram ot TDI The quality, design and dura-
bility of all models of TD! diesel generators
ly became suspect in the eyes of

the NRC safety \
TOI's design ’dnmm-dn total of




he massive
s ia 14 f ~an
wha ne SRC calls the “entical path " for
cenung on (wo other plants as well as

Thorehamr and Grand Guif: Duke Power’s
i'a ] oyttt Carouna o Joroas the

" f ALotte. North Caronna
3 Tam N mmanche Meak on
re outthirts of Dallas, Texas. Until the

TUI diese ssue was resoived none of the
four wousd De ssued AN OperaLIng lcense .

NRC regulations require that cach oper-
ating resctor have standby generators on
wte If an off-site power fadure should
occur at Uhe same Lune (he plant was exper-
encing & loss-of coolant accident — which
could lead (0 3 senous radialion release of
even & meitdown — (he eIMETgency geners-
Lors are des gned 10 come on Une automall-
cally, saerpaing the reactor’s emergency
shutdown systems, which rely on pumping
enormous volumes of waier through the
renctor core. W ithout reliabie standby gen-
eraton, according to established NRC
regulstions known as GDC |7 (genenal
design critena), nuciear power plants are
not sllowed 10 operate. As problems at
nuchkear power planus go, the TDI diesel
Naws menn. big league Lrouble for every
plant that had them.

Discovery of the TDI problem at Shore-
S prompted (he NRC to organize s spe-
usl “owners group)’ composed of
reewesoremtives of each of the 1) affected
risats 1t was designed (o help the wdivid-

8l gl = wrestle the problem towards
resolution, On the NRC sall nide. the
commisson established ity own special
TOI project group, which was likewise
yrdered (0 wearch (or an accemtable techni-
cal sotunon in geneval as well as for each
specafic plant. At its peak, the owner's
Frun had roughly |20 people working on
»+ arcbiem full ume at an old mnch house
mear Ne wie of the Shoreham plant, accor-
Jding to the NRC TDI project group leader.

Trickett, according to Carl Berlinger,
NRC's TDI project group leader, was
assgned (0 “koeps tabs on (he NRC”™ to
find out whether or not the “TDI issue was
& real problem” and whether or not “the
NRC was proceeding as expeditiously &
possibie 10 resolve the issue, (i it was a real
ssue” Berlinger was the NRC seruor execu-
1 ve service officer Harold Denton assigned
o weer 'his particularly troublesome issue
aut of the way of licensing plants like
Cirand Guif and Shoreham. As he under-
ytood Trickeii's “marching orders’
Derlinger (old Gambit, the DOE nuclear
enpneer was involved “10 assure his man-
agement (a1 DOE) that in fact the NRC
was not dragging ity feet and causing any
unnecessary delays in the Lcensing proc:
-

Trickett, according to Berlin and
Dean Houmon who was the NRC project
manager for Grand Gull at the time,
quickly began (o attend all of the meetings
beween the TDI owner's group and (he

eoived a urnar .l ‘rom Hamid Den
on. he NRUY divtor he (ifice of
Nuclear Reactor Regulation (NRR), the
NRC office witimately responsible for all
reactor icensing programs. (he man one
ten removed from the NRC'y executive
Lirector. Wilkam Dircks  Denton toid
Berlinger hat he would soon receive a call
from someone n the Department of
Energy who would ask 10 sl 'n &5 an
observer on all the TDI project group
deliberations. If Trickett had any ques-
tons, Denton told Berlinger, “try to

i
£

the DOE task force. Berlinger,
Houston all agree that Berls s
uon of Trckett was cool at best. “The
tume | called him? Tnckett sad of Ber
in & telephone interview with Gambi,
told me 10 drop desd” That was the
Beringer remembered it also

“HMe didn't come in here throwing his
weight around.’ Berlinger said of Trickett.
“There’s nothing that | would have toler-
sted. When he (irst contacted me and
asked if he could be on distnbution lists
and be not led of meetings and be abie to

§
E
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i3

| attend meetings, | asked him why and he

explaned and | sad. 'fine, you can come
You can participaie &s an observer But the
fiest time you interfere with what I'm
doing, I'm going (0 Ask you 10 leave’ ”
Despite his resentment of Trickett's pres-
ence, however, Berlinger apparently
accommodated Thekett as long as Thickett
wanted him to

Tricket! reported back fathfully and
often 1o the Thsk Force on Nuclear Power
Plant Construction. Based on the informa-

intervene” in the NRC licensing process.
“People thought!' Trickeit said, “you
know, 4 (his & good ’-,”"-md ltem for

Wt cume pnest

e

auccar enpineer and ihen
wrote o (he 1A fone TN
ngs of Lhree A0 oU GIOuDs #Orkdig on
the TDI saue the NRC TDI wase group,
the TDI owner's group, and NRC commis-
soners  They suggest that DOE nierven
non in the TDI question was being actively
punued when some M 1he most controver-
wal NRC icensing Jdecsions invoiving (he
emergency gencralor issue were made
Among (hose was (he widely criticized
order the NRC issued on May 22, 1984,
allowing Mississippt Power and Light to
continue operating Grand Guil at low
power while one of their two TDI engines
was (orm down for inspection, the first tume
in U.S. nucless regulatory hustory that had
been done.

One Trickeit memo, daied May 25,
1983, briefly reports & May 24 commussion
meeting called 10 discuss the preceden-
sewing NRC order ssued two days earber.
The second section of the memo reveals
Trickett's own analysis of the problem and
his understanding of how the information
e s providing 10 the task fdrce will be
used. Concluding that there are indeed sen-
ous technical problems with the diesels, he
then turns 10 an analysis of the NRC's han-
dling of a specific techrucal question on
which the ssue was finally decded, which
o followed by an outline of actions beng
taken by the Department of Energy’s pro-
gram to move the NRC (o a position that
will expedite licensing of the TDI delayed
plants

One of the most vexing problems with
the TDI diesels, aside from (he problemaiic
design of some moxdels, was (hat the qual-
ity assurance of TDI's parts way poor and
has not met NRC quality assurance stand-
ands. Cracked and broken parts, such as
the crankshall at Shoreham and cylinder
heads at Grand Gulf, have been an area of
special concern. In the extraordinarily
compiex world of nuciear regulalion, cnu-
cal safety ssues often turn on the defini-
wons used 1o set performance standards.
That has been (he case on the TDI issue
One of the major struggles between the
owner's group and the NRC project group
was just that: how 10 define an acceptable
performance standard for TDI parts The
NRC standard at the time was “risk-free’ &
benchmark they were apparently wiling (0
maodify o “defect free”

According 10 Tricket!'s analyss, that
standard was also (00 high for the utilities
“The major problem.' Tricketi reported,
“is the NRC movement rom ‘risk [ree’
(which i in itsell unnecessaniy restncted)
10 ‘defect (ree’ components and yystems in
the TDI diesel case. This will create an
unacceplable and unnecessary analysis,
inspection and NRC review burden upon
the involved utilities™

Immediately foliowing (hat assessment
is Thickett's outline of DOE's response:

“The DOE action bewng ‘aken is
o To determune what constitutes & reason-

Accountabsl g et

he
Rat (Re Jdevnons now DeIng mace . n
ne ughest echelons of the NRC acre Jdi
wated Dy “powerlul fomes” ssuing msiru
nons that “could not be coming from any
higher n thus country”

W hen pressed on the ques \ e
DOE Task Force on Nuclear Powe: Plamt
Construction, Basenhut! denied wiowing
anything about 3 DOE task force “Penod
cally we hear there's & big task (orce way
up in the hgh levels and then there s a di/-
ferent task foree,” Evenhutt said “The
stafl down here really doesn’'t hear any

verament

Ml agun, Eisenhutt agan demed
any knowledge of any DOE task forces or

from the Department of Energy at all.
“I'm not aware personally of any task
foroes that are wor over there nght now
ot all” he resterated. He also derved having
any knowledge of Kenneth A Thickett or
of any efforts by DOE to monitor the
NRC's TDI diesel project group and its
progress. “Trickett?” Eisenhutt asked
“Never heard of him that | can recall”™ If
Trickett had indeed been allowed 10 go to
ject group site visits, Eisenhut! saud,
t would have been improper. but he
humsel! was not aware of any such visits,
any such person or any such DOE task
for:e

Memoranda written by Thcset! or based
on information supplied by Thicket! for the
task force in May, June, and July of (984,
however, inciuding the one quoted above,
suggest differently An unsigned memo
dated 'une |, | 984, for instance, discussing
the TODI Diesel Status at Grand Guift’
seemns (0 quote from & direct conversation
with Eisenhutt in which the director of
licensing explains (he reasoning behind 1 he
scceptance of & new emergency diesel
standard at Grand Gulif. The wniter of the
same memo is careful 1o distinguish ot
other points in the memo that the source of
certain comments are from Mississipp
Power and Light spokesmen, for insiance
In another place MP&L 1 sad to quote
Harold Denton, the director of nuclear
reactor regulation, Eisenhutt’s boss No
such distinction is made in the reference 10
Eisenhutt’s statements

A hand-writien memo penned by Trick
ett on July ). 1984 refers (0 comments by
an Eisenhutt assistant, Mark Williams
“Don't be optimistic’’ (he note says. auinb-
uting the comments to Williams “NRC
not ted down”

.

LR

Jerry Griffith was the deputy director of
DOE's Office of Converter Reactor
Deployment in 1984 Under normal cond:-
tons Kenneth Trickett reported 1o GnfTith
When Tricket! was assigned 10 the task

NRC's TD! project group. He also accom- problems were well taken and he recom-

_ﬁthN:ZTDI project group on sev- mended (o U .ask force that DOE leave m”ﬁ.';mom force on Nuclear Power Plant Construc.
ersl site inspections at specific plants, | the NRC tash group alone. “| recom- | yyh the involved industry and regulatons tion, however, he began to report directly (0
inchading their trips 1o both Grand Gull | mended that DOE not intervene” THekett | , o, opinp on & timely basis | the task force and another of Griffith's

and Shoreham, the two plants where the | said. “To the best of my knowledge that | 0 BOE 4 -"“'""'"",am subordinates. Dr Peter Lang
altimate resolution of the TDi issue | was followed. But . when stall at the Mmﬁ-m e ~ Gniffith s ofTice was one of DOE’s repo-
nuclear engineer level make those kinds of et St the Ce and/ sitories of nuclear engineering expertise
and they pas through | S ot S ommision 46d/or | Five of Geiffih's 29 full time saff people,
and 2 group of people OF PAFUIGIPRLION I LM | all professionals, were “heavily involved™
Forrestal (DOE's main office ings on licenaing proceedings’ with various task force assignments
on) think about them, e “There were & bunch of tasks gowng on
foggest novon of what hap- Darrell Eisenhutt, who was then the GnfTith recalled, some of which are contin-
k an impression (hat that director of the NRC's Divasion of Licens- uing. In addition to their assignment (0
“1 din 't need anybody telling me bow to as & subject for the Sec- ing, told Gambit he had never heard of (he “keep (abs on all the troubled plants . 1o
do my job" the NRC ewcutive later said. retary of Energy to mtervene on” DOE Task Force on Nuclear Power Plant | 1y to assess if there was something the
sormenne M DOE had connectons & Tric kett apparently koew more Lhan he & Construction in an interview on March (8. | depariment could do (o help," Gnifith
the vop of the NRC. A few days before | willing to admit, however. Gambil has Eisenhutt derved during the same conver- | said, the Task Force has also been looking
him the first thme, Berknger | obtained & series of memos (he DOE sation that he had ever tokd Billie Garde of | &t “ongoung reguistory rule-making o see
29
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f there '3 something the department could |
Jo They are 'ook ng Al emergency prepar

edness, wurnce lerm — they ¢ deen 0o
ust about everythung  Thcker! agreed, teh
ng Gambu (hat “Ihere were umpieen (ems
on the (task foroe) list and the TD! diesels
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Documents have recently been unearn hed
on the task force invoivement with the
source term issue, according (0 sources in |
Washingtor, that show top level DOE per- |
sonne! discussing how they can manipulate
the NRC processes 10 produce the decision
sought by the adminisiration. Under
source tern, according 10 the source, the
memo ¢v''t it 8 “technical-emotioral-
political rroblem.’ going on to discuss
using DO\ research laboratories 10 justify
what the 2dministration wants (0

Peopie on b waff who were given task
force assignme s, including source term,
Goffuh snd,  Jowed (he same work pal-
vern a8 Tricke... attending NRC staff and
commission meetings, dealing with any

reporting back 1o the task force and,
through them, 10 Hode! and Danny Boggs

Dean Houston was the NRC project
manager for Grand Gulf between March
and “October-November™ of 1984 As
projec: manager Houston was responsible
for drawing together all the required
threads of safety evaluation at NRC head-
QuArters. A major component in (he final
steps of the licensing process. As & result,
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On May 1, 1984, the NRC walf issued
an order requinng MP&L 10 complete 'he
TOI rearJown nspectiion nderviand ng
that that order carned with i the collaleral
requirement (hat the reacior De shut Jown,
ihe company refused. Sometime during
ihat period, Dean Houston revently (old
Gambdir, Jim Magehy, MP&L's vice presi-
dent in charge of Grand Guif"s operations,
“mentioned " 10 Houston that he would see
if the DOE 1ask force could do anything (0
help get MPAL over the TDI hump.

" made

E-
,!'i

spending long sessions with Houston
pumping him for information about
Grand Gulf in general and the TDI ques-
nons there n particular, according 0
MHouston — an assertion Trickett at firse
attempted 1o deny when questioned about
it by a Gembir reporter, but later conceded
Precisely what, if anything, MP&Ls
pleas for help from the DOE task force had
10 do with the plan that issued forth a few
weeks later allowing the company 10 con-
tinue to operate Grand Gulf at low power
while one of their TDI diesels was torn
down for inspection is not clear. During the
intenim Trickett and other DOE observens
of the NRC were sending the task force 3
steady stream of memos outlining the
problems, (he disputes and wha( appeas (0
De suggestions on ways (o satisly the differ-
ences in MP&LY favor, including one
mema that seems 10 closely reflect the posi-
ton that was ultimately taken Carl
Berlinger, the NRC TDI project group
leader, adamantly demies that DOE had
anything 1o do with the final decimon,
inisting instead that the decision 1o let the
plant continue 10 run while the engine was
dismantied was a product of Nis project
group with no input from the DOE
Congressional testimony given by Dar-
rell Eisenhutt, the NRC's director of the
Office of Licensing, Harold Denton,

Eisenhuti's boss and the director of the
Office of Nuclear Reactor Regulation, and
NRC Chairman Nunzio Palladino, to
whom both Eisenhutt and Denton finally
anawer, however, indicate (hat the Grand
Guif TDI decision was uitimately made at
their level Esenhutt and Denton issued
ihe order and then, after the fact, the com-
mission, led by Palladino, voted )-1 1o
uphold it

Commissioners Vigtor Gilinsky and

James Asselstine, both of whom voted
1gainst the measure and critiowzet o
harshly, were not even awiare at ‘he me
nat 2 DOE Task Force on Nuclear Power
Construction evusied, much less that

10 Gilinsky and a spokesman for Assels-
tine. Nor did they know that the nforma-
1on collected by Kenneth Trickett and
others was being funneled 10 people in
who were in contact with
the “high level” NRC who
that decision during the time when the
decision was in fact made

issue Grand Guif its full power operating
hcense on July 1. Reinsch wrote to Hodel
to, in part, thank him for his help in
obtaining a full power operu:ing license for
Grand Guil. “1 would also like 0

my personal jon for your

on Grand Guifl’ Reinsch told Hodel,
“which | believe were instrumental in the
receipt of a full power license on Tuesday of
this week

1 did not take long before utilities in

trouble because of their nuclear con-

struction programs began (o (urn 10 the
DOE 1ask force. The task force, under the
watchful eye of Danny Boggs, and in turn,
the White House Cabinet Council on Eco-
nomic Affairs working group on nuclear
powes, together seem (o have skillfully fun-
neled their appeal 10 the approprate level
of government very quickly. At about the
same time the task force was being orga-
nized, according 10 DOE's Jerry Gnifith,
executives from Public Service of Indiana’s
stailed $1.7 billion Marble Hill plamt
approached DOE and the task force
searching for & way 10 revive the comatose
reactor. Although they have been unable 10
find & way to revive the plant so far. Gnif-
fith told Gemb. officials from PSI, DOE
and other elements of the government and
private sector, coordinaiing through the
task force, spent a good deal of time and
energy trying

By late swrnm summer, Hodel and
top members of the De; artment of Energy
were actively circulating throughout the
utility industry, the nuclear power industry
and financial community, aggressively
moving 10 resuscitate nuclear power's Lag-

§ing prospects

Al Seabrook and Shoreham Hode!
issued letters to affected stockholders, urg-
ing them 10 stand by the industry. He sent
letters 10 the NRC urging them to adopt
certain positions favonng quick licensing
on particular planty, promising to have
DOE attorneys ssue legal decisions sup-

T e ——

feer Among 'he steps he would “ase 0
wrep Seabrock gowng Moue avore -
arehoider . e
he Wm M™a
he mponation o anau g
power int0 the New Engiand ared. "o oy
10 frustrate the move 10 Jump Sead ok
The Department of Energy and ihe
Department of Defense wouid each argue
against the Canadian power or natonal
security grounds, Hodel assured major
investors in Seabrook and 15 ano. aled
utilities. Cheap formign hydro power 1hey
would say, — and now have sud — 15w
this decade's equivalent of cheap ‘oregn
ol
When the NRC's Office of General
Council suggested that a “far reading of
NRC regulations required (hat the inter-
venors in the restant of Califorma’s San
Onofre reactor were entitied 10 = heanng
on the issues they were rasing, Gordon
Chipman, the new task force direciorn
ssued a letter signed by Hodel offerny <
have DOE's attorneys issue a lega. of
saying that the intervenors were not er <<
1o 8 hearing. The NRC subsequently c.ed
&1, denying the hearing
In June the White House Cabiner Coun-
| ¢l on Economic Affurs, working ¢ oy
with Memnll Lynch and other ma o W
| Street firms, succeeded n producing an
emergency bailout program 10 ‘aage
Public Service of New Hampshire ar %
nvestment in Seabrook Under ‘ne ;" 2
new corporate entity was created. u
many ways 10 Middie Sourh Energ
straw corporaton created by Mdae o
Utilities to operate Grand Guif Seabr
SAVIOr COrporate wryciure S 3.0
Newbrook. [t s in many ways lae |
Guif, designed 1o be a regonal genera. g
station owned by a company with no oifie
assets which will sell wholesale eiectrig
power 10 the utilities thar subsribe 10 1
Admimistration efforts designed 10 save
LILCO and Shoreham continued men
wiile 10 pressure Suffolk County and New
York state officials 1o play bail on 2
LILCO-concerved and admimisiration
blessed emergency evacuaon program of
Shoreham Task force efforts were Jon nu
ng as late as March §. 19R% seen ng 10
have the Federal Emergeny \anagemen:
Agency schedule emergency evacuaon
dnlls for Shoreham 2 move deing Nercels
resisted by Sulfolk County officials ana *he
governor of New York
In mud-July the owners o' the apparen v
doomed Midland twin reactors. Consum
er's Power Company of Mich gan
announced that they were making jood on
their threat 10 cancel the plants Seore!
negotiations between Consumers. ‘ae
Michigan Public Service Commission. and
2 number of Ma,Of COrPOrate INeresis » %0
had joined the Might aganst Midland under
the organizationa banner calied ABATE,
continued for severa) weeks after 1hal A &
desperate, last-ditch effort to work ow an
agreement to salvage Midland. accordng
10 DOE documents obtained by Cumii
and sources in the Michigan Public Serv e
Commission When those negotiahiong
appeared headed for disaster, the MPSCy
stall director, Roger Fischer. appeaes ‘0
the wask force for help, Fischer conlirmed
in a telephone interview with Gambu last
week. Hodel and his task force responaed
to Fischer's plea, moving quickly 'o
Arrange new negotiations between (he pas
ties, but those efforts sailed when ‘ne
industry group, ABATE, refused 10 panw
ipate, Fischer said He has been in rey.la
contact with DOE's Task Force on Nuc.ew
Power Plant Construction since last May,
Fischer saud, having spoken 1o (hem i un
the last month.
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. R was i« fervene on

heir Deha'l in the days following the
Midland deciwon In Reinsch's “Dear

] eiter 0 August ) 1984 he offers 1o
nans SO T8 enevutives, Aen Davis
Abd Frana Stasseesay Jr, “avalabie” to

Danny Boggs and the DOE task force
Davis was Boggs' predecessor as the num-
ber two man st DOE. In additon to thank-
ing Hode! for his “instrumental” efforts in
obtaning the operating license for Grand
Gulf, Reinsch thanks Hodel for the task
forve's unsuccesalul but concerted attermpt
10 “act as a mediator” in the Midland case

Arkansas Governor William Clinton
also appealed 10 Reagan for help i the war
between (he states of Arkansas, Mississipm
and Louisiana over the allocation of Grand
Gull in the proceedings with the Federal
[ nergy Regulatory Commussion (FERC)
In a direct plea (or President Reagan to
assert hus nfluence in FERC's delibera

wns on Grand Guif, Claton wrote to
Reagan on August 21, '984. Saying that
both Grand Guil cases before FERC
atrude in an ares of “basic retaul rate set
tng” for utidities traditionally reserved for
siates Clnton asked Reagan “10 urge your
appoiniees 1o the FERC not 1o erode that
(vtate) authonty under the guise of equaliz-
ng rates across state ines” FERC is by law
v independent regulaiory authoniy, simi-
ar in theory at least (0 the NRC. “Under
normal circumstances.’ Clinton continues,
"1 would not ask you to communicate with
the commussioners of a federal regulatory
agency about a pending proceeding” Such
communicauons are generally considered
improper. The White House dispatched
copies of Clinton'y letter to the DOE task
‘orce and FERC under & “high prionty”
cover letter How the task force acted on
Clinton's letter 8 not known.

Middie South Utilities apparently found
& particular fmend in the (ask force Thsk
force documents obtained by Gaembe! show
that Floyd Lewys, charman of the board »f
Middie South Utilities, made at leas: (hree
appeals 10 the task force and Danny Boggs
n addition to thew call for help on Grand
Guif's diese! generator issue, which appar-
ently bore generous fruit. The first was last
spring while (he Mussussippt Public Service
Commission was preparing & series of
thow-cause heanngs ordenng Mississippt
Power and Light, the MSU subsidiary in
charge of building the twin Grand Gulf
reactory, to convince the MPSC that
Grand Gulf Unit 2 should be completed
Lewis and Middle South’'s Washungton lob-
byist, George White, asked Energy Secre.
tary Model 10 testify on Middle South's
behall st the MPSC hearing. A series of
1ask foroe memoranda in Gambet's posses-
non show the deliberations within the task
force on the pros and cons of Mode!'s test)-
mony

First and foremost in thelr thoughts s
how (0 maumuze Hodel's appearance (0

|

wioners
. rward - -
ng ‘e o cA VT aRe

Middoe South and (he adovmisiration Une
memo warns Hodel not 10 address (he eco-
nomics of Grand Guil vs possible aiterna

ves hevause They are uitimately unknown
and (he cosls of the reactor are expexied 10
continue 10 increase  The memo aiso thows
that DOE staifers have sought the advice
of MPAL attormey Jim Chiid, who estab-
lishes the advisable parameters of Hodel's
testimony, advice ultimately followed when
Hodel did address the MPSC on July 10,
9R4

Apparently inspired by Middle South. a
later task force memo, dated October 22,
1984, that Hodel write (0 the Mis-
USIPPY Service Comumussion and (0
Mississippt Governor Bill Allan urging
them to work for the compietion of Grand
Guif 2. Analyzing the politics of Mississip-
pi's PSC, the substance of which appears
1o have come from Middle South sources,
DOE official Thomas J. Grahame sizes up
the PSC vote on Grand Gulf 2. “One of the
three PSC commissioners (Lynn Havens)
has announced he will vote for cancel-
laton." Grahame writes, “and a second
(Neiison Cochran, brother of the incum-
bent Republican senator) has indicated
that he is leaning towards cancellation’”
Grahame goes on 10 lay outl the positions
of several Mississippr officials regarding
the high and uncertain costs of nuciear
power, concluding: "It s clear that the
uncertainties about the ability (o accurately
predict the costs of nuclear power are
among the most important facton driving
events in Mississipp

“In the case of Grand Gull 2" Grahame
continues, “with one of three Commission
ers apparently the swing vote leaning
aganst compietion, some uncertaimies
might be alleviated if the PSC knew of the
wbstantial activities currently ongong at
DOE and at the NRC that are designed (0
prevent costly delays and bring more certi-
tude to the regulatory process. These
include work on source lerm and smaller
emergency evacuation areas, resdiness
reviews, a possible back it rulemaking and
last minute allegations ” Gordon Chipman,
the DOE task force director since Dr. Tho-
mas Dillon left DOE last June, subse-
quently submitied letters 10 Mississippi
Governor Allain and MPSC Chairman
WD. Sanyder for Hodel's signature. Both
were draflted along the lines suggesied by
Grahame's memo. A covering mema (0
Hodel from Chipman and Jan W. Mares,
who was by then DOE's assistant secretary
for policy, safety and the environment and
who has been heawily involved in task force
efforts, urged that the letters be sent. Both
lettery, according 1o their covering memos,
were “viewed as potentially decisive in
obtaining & positive decision L0 complete
the plant” A move by MPSC Commis-
sioner Lynn Havens (o call an MPSC vote
1o cancel Grand Gulf 2 was subsequently
biunted.

MSU Chairman of the Board Floyd
Lewis went (0 the task force well again in
November. This time the problem was with
the Securities and Exchange Commission
(SEC). According to a task force memo
dated Friday, November |6, 1984 Lewis
visited Deputy Secretary Danny Bogg that
day, asking him (o intervene with the SEC
in order (0 expedite consideration of hree
Grand Gulfl financing issues then pending
before the SEC totaling 3810 million,
mones which was to be solely dedicated to
the completion of Grand Gulf

Middie South wanted to offer $160 mul-
lion in Middie South Energy common
stock, $400 million in first mortgage bonds

™ o pen
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and 3250 million ' pollution conrol tax

exempt bonds Middle Sourh nergy
) iing he IXOF men -

May Ann Novax hipma 1k
assostant, s the "mancial arm a1 M

Souin Utilities (hat was created (0 byl
and own Grand Gulf MSE s only sources
of funding, according 10 the memo, “ae
the parent company and external linan
ings. MSE has exhausted its lines of credut
with banks (approxumately 52 bille a) and
ha(d) an $80 milbon payment une *t (hew
credit with §8 commerc o banks
due on Janaury 2, 1943"

Lewis’ problem, sccording 10 hs pleas 1o
Boggs and Novak as related in (he Novak
memo, was that th Arkansas Public Serv
ice Commission had filed a motion 0
intervene in (he case with the SEC, reques:
ing & formal hearing before (he (ederal
secunties regulators. Because the (ull fmth
and credit of Arkansas Power and Lig
was being pledged as part of 1he collatera
on the three secunties ssues, APSC attor
neys were alleging that MSE had not s
fied all the requirements of Arkansas state
law in the $810 mullion flings, a require
ment under SEC regulstions. Arkansas
state law in tum requires that utilivies (wiue
securities of a certain value only alie
obtaming APSC permission — someth
that had not been done n this case henue
the APSC's request for an SEC nea
before allowing the wsuance of the se
nes

Someone on the SEC wiaf! had alreads
told a task force siall member, acc i
to the memo, that the SEC had wheduled 2
meeting on the ssue for the week o
December 1, 1984, a fact tha' was not yet
publicly known [f the SEC decided
grant Arkansas’ motion for a hearing
however, it would delay the $180 nulion
stock offering for at least a month putiing
the sale into January of 1985 at the ear hewt
‘However!' Novak wrote, “even (| (ney
approve the financing on December )
MSU must rase the $160 million 10 pur
chase MSE stock by January |, 1989

1t was therefore of great urgency 1o Mid
die South 10 avoud the SEC heanng sought
by the Arkamas Public Service Comma
sion. Precisely how (he task forge
responded 10 Lewisy' request 3 not clear
but within & few weeks the SEC sved 1he
first of what APSC attorneys and the
Washington counsel considered a senes of
rulings that were curious and got cunouser
The SEC denied Arkansas’ motion for 2
hearing on the Middle South siock sale
allowing it to go forward  But they also sand
that their ruling mplied no judgmen
about whether Arkansas law was 0 fact
being comphied with By the end of lan
ary 1985 the SEC had issued an addmional
three rulings, one each on the other 'wo
offerings Middle South was seeking
Grand Gulf and a supplemental ruling
expanding on the lirst three All of then
contained what attorneys for the APSC
conudered cunous language By the nume
the last of the SEC rulings was 'ssued in
January, Wally Nixon, an APSC attorney
siud in an interview, " we wondered |/ some
body from Middle South hadn | gotien 10
them in some way

10. Banner Year

ineteen eight-four was a banner yeas
for the licensing of nuciear power
plants. More plants were ssued
Icenses 10 load Tuel, operate at low powe
and full power in 1984 than any other year
since the accident at Three Mile lsland
occurred in 1979 Only three plant




reonved (ull power Licenses m 98], but
1984 the irend began (0 change It did
because the NRC began (o change the rukes |
of the game radically

Early n the year three plants that had |
been in the licenuing pipehine ‘rom [98)
and were not particularly notorious as

ssued licenses

!
|
i

the one eventually used o allow Crand
Gulf 10 go forward despite their TDI prob-
lemns. When (he commussion relented, issu-
ing an order allowing Shoreham (o begin
low power operation despite the unresolved
problems with thewr diesels several weeks
later, the resulting outcry forced them to
withdraw the order within & week

A low power license was issued for Calla-

watch list, was issued 1ts fuel load and non-

on July 31 to issue Grand Gulf its full
power license, followed three days later,
August 1, with & wmilar vote for Drablo
Canyon, a vote which was subsequently
sayed by a federal court

But that didn't matter 1o Wall Streer.
The financial community was searching for
some sure sign that they had found new
friends in the administration and the NRC
The events of Black January had thaken
Wall Street to the core.  People were scared

Analysts up and down Wall Street, the
source said, were speculating on how many
plants would be canceiled, with some bet-
ting the number would he half of the cur-

set this thing off was the licensing of
Diablo Canyon and Grand Oull and the
takeo ! was phenomenal. There was & won-

The financial
community was
for some sure
sign that they had found new
friends in the istration and the
bodK éon Wall Street)

Pt

NRC..“E
feels that the N

badly to license these plants and
that the only way they will fail to
do that is if the courts stop them.

wants very

[t is now a whole different
atmosphere. What really set
this thung off was the licens:

ing of Diablo Canyon and
Grand Gulf, and the take-off
was phenomenal... Now,
people are primarily con-
cerned with what the
regulators will do: how I
much of the costs of
these plants will they
allow to be
plugged into
the rate
hase.’

Wail Street's mid-summer rally, in fact,
began with the licensing of Grand Gulf.
The NRC had telegraphed their ntention &
week earlier when NRC seryor stafl mem. '
bers Denton and Eisenhuti testified before
Congressman Morris Udall's hearing on |
Grand Gulf on July 24 that they intended
to recommend the ‘ull power Licensing of
the plant at the commission meeting sched-
uled for July 31 The market began to
maove upwards the day before the wheduled
Tuesday NRC vote on Grand Gull, but
when the commission actually voted to
issue (he chronically crippled reactor’s
license the next day, the market ook off
like & shot and did non look back for more
than three months

Subsequent actions by the NRC, mean-
while, did nothing to suggest that the mar-
ket's reading of the commussion’s frame of
mind was wrong. Between (he licensing of
Grand Gulf and the end of the year, Calls-
way was wsued its full power License, the
commission fought off the siay on Diablo
Canyon’s move 1o full power and ux more
plants, including Waterford and Shore-
ham, were wsued fuel loading and/or low
power licenses. Every one of them was on
the NRC, DOE and Wall Street watch lists
of plants that might not make . The dif

out the NRC, a word passed and pushed by
DOE's Tsk Force on Nuciear Power Plant
Construction. [ntervenors at t after
plant — Diablo Canyon, Shoreham,
Byron, Catawba and Waterford, 10 name a
few, found themseives faced with Atomic
Safety and Licensing Board and Appeal
Board and commission decisions prled one
after another that simply dismissed their
adminustrative procedure and due process
rghts to rause questions about the salety of
the plants

At Diablo Canyon the commissioners
met in closed session and chose, against the
advice of attorneys in thewr Office of Gen.
eral Council, 1o deny the intervenors a
hearing on critical safety issues.

At Shoreham, when the chief judge of
the Atomic Safety and Licensing Board
s heduled heanngs on the intervenors con
tentions, which looked as though they
might take months, (he hearings were reas-
signed 1o another judge. The new judge
ordered hearings on an “expedited basis”
giving the intervenors only | | business days
between the beginning of the discovery
process and the beginning of the hearings,
all of which fell withun the Easter holiday
season, including Paim Sunday, Good Fr.
day, Passover, and Easter

At Byron, the intervenors recetved umi-

prepare. Al Catawba, there was a um lar
story. The intervenors at San Onoflre wes

umply demied a hearnng, as 'hey were |
Dratio Canyon. In proveeding: ‘o -
Mile !sland Unit | re-starr, Shorer.
Grand Gulf, Drablo Canyon and San « o
fre, the commussion (gnored the ady e of
its stall attomeys 1o roll over (he adminis-
trative procedure and due process claims of
the intervenors.

At Waterford, the lesson has been the
same. When the NRC issued LP&L s low
power opersting license on March |5, ihe
Alomic Safety and Licenning Appesl
Board had siii! not ruled on (he niei-
venors' motion (o reopen the hearng
record on the problems with the plani s
foundation, a decision their atiorney
believes will be reversed by the leders
courts.

“They are so blatant about it Lynn
Bernabel told Gembir after the NRC's
decision to issue Waterford a full power
license before the Appeal Board had ..o
on the wafety significance of the plan s
cracking . “They are not ewn
letting their own internal boards tase &
look at these questions because they know
how the board wilf decide. They aid + m
Shoreham when they basically 100k 1s3uey
oway from the Appeal Board on the diesel
generator issue by granting a low power
Icense. The Appeal Board stepped n and
stopped that, but it is pretty crazy ‘hat 'h e
et up these adjudicatory boxues, e
let them decide Like they did at TN wihe
the question was whether the judge «*
be recused. The commussion didn t war
et the Appeal Board rouch that ssue
because they were alriud of what they aere
going 10 do, and they've done it at Ware:
ford where there are serious lechnical ar d
safety questions before the Appeal Board
which they are taking very serously, asking
for filings. So they take it away from them
and grant them o full power license in the
midst of this huge controversy’

Meanwhile, the DOE Task Force on
Nuclear Power Plant Construction
beginning to Aract some atiention i may
not like. On March 26, 1985, Congressmar
Fdward | Markey, the new Chasrman o1
the Subcommitiee on Energy, Conserva
tion and Power, Commuttee on Energy ang
Commerce, has writter John S Mar
rington, the new secretary of energy, «ho
replaced Hode! when Reagan nom nyrec
him 10 become secretary of interor ear or
this year, asking him for complete access
all of the task forces internal dowumen:y
and staff. Markey's letter upbruds Har
rington for the activities of the tass force
regarding their activities on benall o
LILCO on Shoreham. A Markey aile
obtained task force documents relaied (o
Shoreham last week. “These documeniy
reveal that the task force has taken an
active role in runming interference for the
Long Island Lighting Company n s
atiempt 1o implement an emergency plan
for the Shoreham nuclear plant aganyi (e
wishes of New York State and Sullfols
County”

“This activity on the part of the tas
force is 8t odds with President Reagar s
and your own Pronouncements on 1ris
issue. [t raises & senous concern as (o
whether the task force is oul of control
Markey goes on (0 demand complete
sccess 1o all of the task force s documents
and files and a "detaled report on activ
tves of the task force since its inception
Markey @ now convinced that the activiies
of the task force and theyr relationship (o
the NRC requires a thorough ainng, a
swokesman on Markey s vall who waey

“mmm?umdu ference, everyone now agrees, i the change
how much of the costs of these plants will | i the NRC's mutude. lar treatment, being rushed through their | not 1o be named sud. That process nas
they aliow (0 be plugged (vo Uhe race base™ Expedite became the by-word through- | hearings in ten days with only & week (0 | now begun
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