
-. .. - - . . - - - - - - - - - - - . - - . _ . - - . . . . - . . - . .

. o
|

'

8EP 2 61996 |,

!

STATE LIAISON OFFICERS
STATE PUBLIC UTILITY COMMISSIONS

DRAFT POLICY STATEMENT ON THE RESTRUCTURING AND ECONOMIC DEREGULATION
OF THE ELECTRIC UTILITY INDUSTRY (SP-96-104)

1

The Nuclear Regulatory Commission is seeking comment 6,, the dt: ft statement of

| policy regarding its expectations for, and intended approach to, ks power reactor licensees

as the electric utility industry moves from an environment of rate regulation toward greater

competition. The NRC is concerned that rate deregulation and disaggregation resulting
|

from various restructuring involving power reactor licensees could have adverse effects on

the protection of public health and safety. Enclosed for your review and consideration is a

copy of the Federal Register' notice which includes the draft policy statement. You are

invited to submit comments on this draft policy statement by December 9,1996.
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OF THE ELECTRIC UTILITY INDUSTRY (SP-96104 )-

t

The Nuclear Regulatory Commission is seeking comment on the draft statement of
,

policy regarding its expectations for, and intended approach to, its power reactor licensees

as the electric utility industry moves from an environment of rate regulation toward greater
*

competition. The NRC is concerned that rate deregulation and disaggregation resulting

from various restructuring involving power reactor licensees could have adverse effects on

the protection of public health and safety. Enclosed for ycur review and consideration is a

copy of the Federal Reaister notice which includes the draft policy statement. You are

invited to submit comments on this draft policy statement by December 9,1996.
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payments that otherwise could be made regulations under provisions 44 U.S.C. Regulatory Commission, Washington,
,

under this part may be withheld to the Chapter 35 and OMB number 0560- DC 20555, telephone (301) 415-1255, e-
extent provided for in part 12 of this 0125 has been assigned. mail RSW1@nrc. gov; or, for the antitrust
title.

Signed at Washington, DC, on Septernber aspec s of this policy statement, William
(c) Any remedies permitted CCC g y, 3,98, Lambe, telephone (301) 415-1277, e-

under this part shall be in addition to Brum R. weber, mail WML@nic. gov.
any other remedy, including, but not
limited to criminal remedies,Dr actions Acting Administmtor. Form service Agenry, SUPPLEMENTARY INFORMATION:

and Acting Executive Vice President,for damages in favor of CCC, or the Commodity Credit Corpomtion. L Purpose
United States, as may he permitted by
law. [FR Doc. 96-24268 Filed 9-19-96; 8:45 a n] The purpose of this draft policy

ma eno, pw statement is to provide a discussion of
(d) Absent a scheme or device to

defeat the purpose of the program, when the NRC's concerns regarding the
potential safety impacts on NRC power

an owner loses control of CRP acreage
due to foreclosure and the new owner NUCLEAR REGULATORY reactor licensees resulting from the

chooses not to continue the contract CMSSION economic dereguladon and

according to S 1410.51, refunds shall not restructuring of the electric utility
10 CFR Part 50 industry and the means by which NRC

be required from any participant on the intends to address those concerns. Thiscontract. Draft Policy Statement on the draft policy statement recognizes the
(e) Crop insurance requirements in Restructuring and Economic changes that are occurring in the electric

part 1405 of this chapter apply to all Deregulation of the Electric Utility utility industry and the importance
acreage initially enrolled after October Industry these changes may have for the NRC and
12,1994, as determined by the Deputy
Administrator. AGENCY: Nuclear Regulatory its licensees. The NRC's principal

(f) Land enrolled in CRP shall be Camission. mission is to regulate the Nation's
civilian use of byproduct, source, and

classified as cropicnd for the time ACTION: Draft Policy Statement request special nuclear materials to ensure
period enrolled in CRP and, after the for public comment. adequate protection of the public healthtime period of enrollment, shall be and safety, to promote the coramon
removed from such classification upon SUMMARY:The NRC is seekin8 comment
a determination by the count , on the draft statement of policy defense and secuAy, and to protect the

committee that such land no onger regardi its expectadons for, and environment. As part of carrying out
this mission.the NRC must monitor

meets the condidons identified in part nd a p on t e actor
licensee activities and any changes in718 of this title, y try licensee activities, as well as external

(g) Research projects may be proposed m v{s from an factors that may affect the ability of
vironment of rat

by the State committee and authorized gu gm pe
by the Deputy Administrator to address The NRC is cancerned that rate individual licensees to safely operate

and decommission licensed power
defm' ed conservation or land use de a on and se t n

production facilities., y

wi I f h'a itat e sac rojects invoIVIDS Power reactor licensees could II. Background
must include objectives that are have adverse effects on the protection of The electric utility industry is
consistent with this part, involve land Public health and safety. entering a period of economic
that otherwise meets required eligibility DATES:The public is invited to submit deregulation and restructuring which is
criteria, provide beneficialinformation comments on this draft Policy Statement intended to lead to increased
on economically and environmentally by December 9,1996. Comments competition in the industry. Increasing
sound agricultural practices, not received after this date will be competition may force integrated power
adversely affect local agricultural considered ifit is practical to do so, but systems to separate (or "disaggregate")
markets, and be conducted and assurance of consideration cannot be their systems into funcdonal areas.
monitored by a bona fide research given except as to comments received Thus, some licensees may divest
entity. on or before this date. On the basis of electrical generation assets from

the submitted comments, the transmission and distribution assets by$ 1410.63 Permissive uses- Commission will determine whether to forming separate subsidiaries or even
Unless otherwise specified by the modify the draft Policy Statement before separate companies for generation.

Deputy Administrator, no crops of any issuing it in final form. Disaggregation may involve utilitykind may be planted or harvested from ADDRESSES: Mail comments to: restructuring, mergers, and corporate
designated CRP acreage during the Secretary, U.S. Nuclear Regulatory spin-offs that lead to changes in owners
contract period. Commission, Washington DC 20555, or operators oflicensed power reactors
$ 1410.64 Special concurrence Attention: Docketing and Service and may cause some licensees,
requirements for certain functions Branch including owners, to cease being an

Deliver Comments to: 11555 Rockville " electric utility" as defined in 10 CFRes ablis g c ri ties, and
Pike, Rockville, Maryland, between 7:45 50.2.' Such changes may affect the,

concurrence of the NRCS at national' a:m. and 4:15 p.m., Federal workdays.
State, and local levels' Examine copies of comments received 'section 50.2 dennes electric utility es any

at: The NRC Public Document Room, '"*7 **' 8'"*'''"
"' di'"*"'" '3*'"i'. 'e'ither7 '"dwhich recovers the cost of this electricity5 1410.65 Paperwork Reduction Act 2120 L Street NW (Lower Level), directly or induectly, through rates established byassigned numbers. Washington, DC.

the entity itself or by a sepate regulatoryThe Office of Management and Budget FOR FURTHER INFORMATION CONTACT: 8Y,[t[, ,fdfs i$t on s i es pubbichas approved the information collection Robert S. Wood, OfSce of Nuclear ,,

utility districts muracipalities. rural electricrequirements contained in these Reactor Regulation, U.S. Nuclear coni naa
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licensing basis under which the NRC NRC issued an Administrative Letter on over the operating lives of their
'

originally found a licensee to be June 21,1996, that informed power facilities. For example, rate deregulationfinancially qualified to construct, reactor licensees of their ongoing could create situations where a licenseeoperate or own its power plant, as well responsibility to inform, and obtain that previously qualified as an " electric
as to accumulate adequate funds to advance approval from the NRC for any utility" under to CFR 50.2 may, at some
ensure decommissioning at the end of changes that would constitute a transfer point, no longer qualify for such statu.reactor life, of the license, directly or indirectly, At that point, the NRC may requireRate regulators have typically allowed through transfer of control of the NRC licensees t6 submit proof pursuant to 10 ian electric utility to recover prudently license to any person pursuant to 10 CFR 50.33(f)(4) that they remain !
incurred costs of generating, CFR 50.80. _his administrative letterT
transmitting, and distributing electric also reminded addressees of their

financially qualified and will require
services. Consequently, in 1984, the responsibility to assure that information them to meet the more stringent
NRC eliminated financial quallScadons regarding a licensee's financial decommissioning funding assurance

requirements of 10 CFR 50.75 that are ireviews at the operating license stage for qualifications and decommissioning
those licensees that met the definition of funding assurance which may have a applicable to non-electric utilities. |

" electric utility"in to CFR 50.2 (49 FR significant implication for public health Although new and unique
35747; Sept.12,1984). The NRC based and safety is promptly reported to the restructuring proposals will necessarily
this decision on the assumption that NRC. involve ad hoc reviews by the NRC, the s"th th t fund Commission will exercise direct
need d or sa e pera on w 11 be made IIL Policy Statement oversight of such reviews to maintain
available to regulated electric utilities" The NRC is concerned with the consistent NRC policy toward new
(49 FR at 35750). However, the NRC Potential impact of utility restructuring entitles.The NRC has considered
recognized that financial qualifications on public health and safety. The NRC mergers, the formation of holdin8
reviews for operating license applicants has not found a consistent relationship companies, and the outright sales of
might be appropriate in particular cases between a licensee's financial health facilities, or portions of facilities, to
where, for example, "the local public and generalindicators of safety such as require NRC notification and prior
utility commission will not allow the the NRC's Systematic Assessment of approvalin accordance with 10 CFR
total cost of operating the facility to be Licensee Performance (SALP). Thus, the 50.80 in order to ensure that the
recovered through rates"(49 FR at NRC has traditionally relied on its transferee is appropriately qualified. For
35751). The Commission also has inspection process to indicate when example, the NRC determines whether
expressed potential concern with safety performance has begun to show the surviving organization will remain
various State proposals to implement adverse trends. Based on inspection an " electric utility" as defined in 10
economic performance incentive Program, results, the NRC can take CFR 50.2.

a propnate action, including' protectIn consideration of these concerns,p md
u timately, plant shutdown, toin its 1988 decommissioning rule, the

NRC again distinguished between Public h lth and safety. However,if a the NRC will be evaluating deregulation
P ant is permanently shut down, that and restructuring activities as theylelectric utilities and other licensees by
P ant s licensee (s) may no longer have evolve. The NRC will take alllallowin " electric utilities" to
scceu to g , , gg

accumu ate funds for decommissioning ate mvenu"jss o mission to protect the health and safetyo ,o ,go, 9 m ngover the remaining terms of their
operating licenses. NRC regulations the facility, if rate deregulation and f the public and, to the extent ofits

require its other licensees (with the organizational divestiture occur statutory mandate, to ensure

ad ed exception of State and Federal concurrently with the shutdown of a consistency with Federal antitrust laws.

overnment licensees of certain nuclear pl, ant either by NRC action or by The NRC intends to implement, g; , s economic decision, that policies and take action as described inacilities) to provide fundin assurance
for the full estimated cost licensee may not be able to provide this policy statement to ensure that its
decommissioning, either throu h full adeks. ate assurance of decommissioning power reactor licenwes remain

u
fun Thus, the NRC believes that its responsible for safe operations andup. front funding or by some al owable
concerns with deregulation and decommissioning. In summary, the NRC

AYIussiono b2 r nd future mstructuring lie primarily in the area of will:
NRC review process will be contained adequacy of decommissioning funds,

(1) Continue to conduct its financial
,[h it qualifications, decommissioning
u 1so ce with thein two Standard Review Plans that the

}NRC lans to issue-one for financial
quah ications and decommissioning deregulation may have on operational funding and antitrust reviews as

described in the Standard Review Plans
funding assurance reviews and the other **f,Y'he electric utility industry moves being developed in concert with thistfor antitrust reviews. In addition, the

from an environment of substantial Policy statement;

w umk Wahn m om ecmaM W Men % abnen, Me ascoopereuves.and state and rederal sencies,
including associations of any of the foregoing. are competition, the NRC is concerned . well as direct, of nuclear power plants;
included within the meaning of * electric utihty."" about the pace of restructuring and rate (3) Establish and maintain staff level3 See Possible Safety Impacts of Economic deregulation. Approval of organ!Zational working relationships with State and
Performance incentives hnal Policy Statement, tS6 and rate deregulation changes may Federal rat * lat "'FR s3945;)uly 24.1991), for the NRC's concerns

knowle7ge.ly without the NRC'sThe pace and degree of such(4) Evaluate the relative
occur r id '

,jsti 'E $t'*kremYs TEIR
r "

da dp understan a that
sinies insututed many of these programs as a means changes could affect the factual msponsibilities of power plant co-
of encourasins *!*ctric utilities to lower electric underpinnings of the NRC's previous owners /co licensees; and

conclusions that power reactor licensees (5) Reevaluate its regtl., . ins for theirit ties ad r air r s ictions. e onomic
performance incentive programs ultimately may be can reliably accumulate adequate funds adequacy to address changes resulting
rept ced by futt market competition for operations and decommissioning from rate deregulation.
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il V. lasues R:lited to Restructuring and allswing cdequate Expenditures for other than to determine that such*

Economic Dereguladon of the Electric nuclear plant safety as electric utilities licensees, in fact, remain " electric
Utility Industry face deregulation, the NRC intends to utilities." However, the NRC is

The NRC believes that its regulatory take a number of actions to increase evaluatin the need to develop
framework is generally sufficient to cNPeration with State and Federal rate addition requirements to ensure
address many of the restructurings and and financial regulators to promote against potential dilution of capability

dialo e and minimize the possibility of for safe o ration and decommissioningreorganizations that will likely arise as
a result of electric utility deregulation. rate eregulation or other actions that that coul arise from rate deregulation
In many instances, the NRC,s review w uld have an adverse safety impact,

and restructurinfthe Atomic Energy Actrocess will follow the current We intend to work and consult with the Section 184 o .
ramework, or will otherwise follow State PUCs through the National and 10 CFR 50.80 provide that no

policies consistent with the NRC s Association of Regulatory Utility license shall be transferred, directly or
current regulations. However, the NRC Commissioners (NARUC), and with indirectly, through transfer of control of
believes that several other policy issues FERC and the Securities and Exchange the license, unless the Commission

Commission (SEC) to coordinate consents in writing. Gie NRC intends toneed to be further evaluated and options
developed. Therefore, this section activities and exchange information, review transfers to dotermine their
addresses NRC policies with respect to B. Co-owner Division of Responsibility (otential impact on t he licensee's abilityth to maintain ade quate technicaleiectric utility restructuring and Many of the NRC's power reactor qualifications and o ganizational controleconomic deregulation both as these licensees own their plants jointly with and authority over fhe facility and topolicies can be carried out under other, non related organizations. provide adequate funds for safe
current regulations and as matters under Although some co-owners may be only operation and decommissioning. Suchconsideration for further resolution. authorized to possess the nuclear consent is clearly required where a

onsibilities vis-a.vis State facility and its nuclear material, and not corporate entity seeks to transfer a
A. NRCResfEconomic Regulatorsand Federa to operate it, the NRC views all co- license it holds to a different corporate

owners as co-licensees who are
The NRC has recognized the primary entity. See Long Island Lighting Co.

role that State and Federal economic
responsible for complying with the (Shoreham Nuclear Power Station, Unit
terms of their licenses. Public Service 1) CLI-92-4,35 NRC 69 (1992). Theregulators serve in setting rates that Company of Indiana, Inc. (Marble Hill NRC staff has advised licensees that

include appropriate levels of funding for Nuclear Generating Station, Units 1 & a ency consent should be sought andsafe operation and decommissioning. 2), ALAB-459,7 NRC 179,200-201 o tained under $ 50.80 for the formationFor example, the preamble to the 1988
(1978). The NRC is concerned about the of a new holding company over an

decommissioning rule stated: "The rule. effects on the availability of operating existing licensee. Other types of
and the NRC's implementation ofit.ingand decommissioning funds, and about transactions, including those involvingdoes not deal with financial ratemak the division of responsibility for transfers of operating authority orissues such as rate of fund collection, operating and decommissioning funds, responsibility to non licensedprocedures for fund collection, cost to when co-owners file for bankruptcy or organizations, have been considered byratepayers, taxation effects, equitability otherwise encounter financial the staff on a case by case basis tobetween early and late ratepayer'. difficulty.) The NRC is evaluating determine whether 6 50.80 consent isaccounting procedures, ratepay versus courses of action to ensure that required. The NRC is evaluating whatstockholder considerations, operating and decommissioning costs types of transfers or restructuringresponsiveness to change and other are paid by owners. should be subject to 6 50.80 review.

' "
C. Financial Qualifications Reviews f ive em 9$ d rsus NRC s jurisd ction an ar,

08 denbthe responsibility of the State PUCs and The NRC believes that the existing signed bfthe Director, Office of Nuclear
e

[the Federal Energy Regulatory regulatory framework contained in Reactor Regulation. The NRC staff willCommission) FERC"(53 FR at 24038; $ 50.33(f) and in the guidance in to CFR
June 27,1988), part 50, appendix C,is generally inform the Commission of unique or

,

Notwithstanding the primary role of sufficient at this time to provide unusual licensee restructuring actions.

economic regulators in rate matters, the reasonable assurance of the financial D. Decommissioning Funding Assurance
NRC has authority under the Atomic qualifications of both electric utility and Compliance Reviews
Energy Act of 1954, as amended, (AEA) non-electric utility applicants and The NRC believes that the existingto take actions that may affect a licensees under the various ownership decommissioning funding assurancelicensee's financial situati'n when these arrangements of which the staffis provisions in $ 50.75 generally provide

'

actions are warranted to prote:t public currently aware. Licensees that remain an adequate regulatory basis for new
health and safety. To date, the NRC has " electric utilities" will not be subject to licensees to provide reasonable
found no significant instances where NRC financial qualifications review, assurance of decommissioning funds.
State or Federal rate regulation has led However, to address this and other
to disallowance of funds for safety. * N NRC hashad experience with 3 licensees

issues related to decommissioning
related operational and ",h j|| bad rnuchy.ie nj. ag, harea fundin assurance in anticipation of rate
decommissioning expenses. Some rate ch pier is of th.hs. Bankruptcy cod.. Public deregufstion, the NRC published an

, pow , t ,n ,

regulators may have chosen to reduce service company of New Hampshire (PsNH). a co. advance notice of proposed rulemaking
allowable profit margins through rate p,"|,r and o n [rPEN . N e N P, (ANPR)(61 FR 15427; April 8,1996).

at Pas
c ndisallowances, or licensees have for

Other reasons encountered financial verde f a co. and cajun Electric Power Cooperative p #.
tant

(calun . owner of the River Band plant. Both
difficulty. PSNH and EPEC continued their pro rata The NRC must be able to accurately

7,cQ|,'Q' i@ rom bankruptcy. calun
In order for the NRC to rnake its safety d"

'44ama and identify all owners of its licensees to
.ucceowiy emerge 7 meaningfully assess whether there haveviews known and to encourage rate

regulators to continue their practice of remains in bankruptcy. been "significant changes" since the

.
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lic.hsing revisws. Th3 NRC anticipates will not have access to the main intended to allow interested personsthat competitive reviews over the next FedWorld system. additional time to submit comments to

-

5 to 10 years will arise primarily from
if you contact FedWorld using Telnet, FDA on the proposed regulations,

changes in control oflicensed facilities. you will see the NRC area and menus.
The regulatory review addressing including the Rules Menu. Although DATES: Written comments by December
transfer of control of licenses under to you will be able to download 6,1996.
CFR 50.80 will be used to determine documents and leave messages, you will ADDRESSES: Submi? Uritten commentswhether new owners or operators will not be able to write comments or upload
be subject to an NRC significant change files (comments). If you contact to the Dockets Management Branch

review with respect to antitrust matters. FedWorld using ITP, all files can be (HFA-305), Food and Drug

Electronic Access accessed and downloaded but uploads Administration.12420 Parklawn Dr.,

are not allowed; all you will see is a list rm.1-23, Rockville MD 20857.
Comments may be submitted of files without descriptions (normal FOR FURTHER WFORMATION CONTACT: |

'

electronically, in either ASCII text or Copher look). An index file listing all Carolyn W. Miles, Center for Food jWordperfect format (version 5.1 or files within a subdirectory, with Safety and Applied Nutrition (HFS-later), by calling the NRC electronic descriptions, is available. There is a 15 456),200 C St. SW., Washington, DC
Bulletin Board (BBS) on FedWorld. The minute time limit for ITP access. 20204,202-401-9858.
bulletin board may be accessed by using Although FedWorld can also be
a ersonal com uter, a modem, and one accessed through the World Wide Web, SUPPLEMENTARY WFORMATION: In the
o the common y available like FTP that mode only provides access Federal hgister oGuly 9,1m (61 FR
communications software packages, or for downloading files and does not 36154), FDA issued a proposed rule to
directly via Internet. Background display the NRC Rules Menu. mvise its infant formula mgulations to
documents on the draft policy statement For more information on NRC bulletin establish requirements for quality
are also available, as practical, for boards call Mr. Arthur Davis, Systems factors and current good manufacturing
downloading and viewing on the Integration and Development Branch, Practice (CCMP); to amend its
bulletin board. NRC, Washington, DC 20555, telephone requirements on quality control

if using a personal computer and (301) 415-5780; e-mail AXD3@nrc. gov. Procedures, notification, and records
modem, the NRC Rulemaking subsystem Deted at Rockville, Maryland, this 16th day and F' Ports; to require that infant
on FedWorld can be accessed directly of September 1996. formulas contain, and be tested for, j
by dialing the toll free number (800)
303-9672. Communication software

For the Nuclear Regulatory Commission. certain nutrients, be tested for any

parameters should be set as follows: bhn C. byle nutrients added by the manufacturer
3,c,,,,,y ,f,ge commission. throughout their shelflife, and be

arity to none, data bits to 8, and stop
its to 1 (N,8,1). Using ANSI or VF-100 (FR Doc. 96-24275 Filed 9-20-96; 8:45 ami produced under strict microbiological

conhols; to require that manufacturersterminal emulation, the NRC "" C00' ''""* "

Rulemaking subsystem can then be implement the CGMP and quality
accessed by selecting the " Rules Menu" control procedure requirements by
option from the "NRC Main Menu." DEPARTMENT OF HEALTH AND establishing a production and in process
Many NRC subsystems and h bases HUMAN SERVICES control system of their own design; and
also aave a "Hel /Informatwn Center" to implement certain notification
option that is tai ored to the particular Food and Drug Administration requirements in the Federal Food, Drug,
subsystem. and Cosmetic Act. Interested persons

The NRC subsystem on FedWorld can 21 CFR Parts 106 and 107 were given until October 7,1996, to
also be accessed by a direct dial (Docket No. 95N-0309] comment on the proposed rule.
telephone number for the main FDA received a request for anRIN 00t0-AA04FedWorld BBS, (703) 321-3339, or by extension of the comment period on its
using Telnet via Internet: fedworld. gov. Current Good Manufacturing Practice' Proposed rule to revise its infant
if using (703) 321-3339 to contact i rm a reguladons. Aher careful
FedWorld, the NRC subsystem will be Quality Control Procedures, Quality
accessed from the main FedWorld menu Factors, Notificatfor Requirements, consideration. FDA has decided to

by selecting the " Regulatory, and Records and Reports, for the extend the comment period to December

Government Administration and State
Production ofinfant Formula; 6,1996, to allow additional time for the
Extension of Comment Period submission of comments on the

Systems," then selecting " Regulatory proposed revisions to its infant formula
Information Mail." At that point, a AGENCY: Food and Drug Administration, regulations.
menu will be displayed that has an HHS.

Interested persons may, on or beforeoption "U.S. Nuclear Regulatory ACTION: Proposed rule; extenslou of December 6,1996, submit to DocketsCommission" that will take you to the comment period. Management Branch (address above)NRC Online main menu. The NRC
Online area also can ' e accessed SUMMARY:The Food and Drug written comments regarding this
directly by typing "/go nrc" at a Administration (FDA) M extending to proposal.Two copies of any comments
FedWorld command line. If you access December 6,1996, the comment period are to be submitted, except that
NRC from FedWorld's main menu, you on the roposed rule that published in individuals may submit one copy.
may return to FedWorld by selecting the the Fe eral Register of July 9,1996 (61 Comments are to be identified with the
" Return to FedWorld" option from the FR 36154). The document proposed to docket number found in brackets in the
NRC Online Main Menu. Howevet 4 revise FDA's infant formula regulations. heading of this document. Received
you access NRC at FedWorld by using The agency is taking this action in comments may be seen in the office
NRC's toll. free number, you will have response to a request for an extension of above between 9 a.m. and 4 p.m.,
full access to all NRC systems, but you the comment period. This extension is Monday through Friday.
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| The Nuclear Regulatory Commission is seeking comment on the draft statement of !

policy regarding its expectations for, and intended approach to, its power reactor licensees

as the electric utility industry moves from an environment of rate regulation toward greater

i competition. The NRC is concerned that rate deregulation and disaggregation resulting

from various restructuring involving power reactor licensees could have adverse effects on

the protection of public health and safety. Enclosed for your review and consideration is a

copy of the Federal Reaister notice which includes the draft policy statement. You are

invited to submit comments on this draft policy statement by December 9,1996.
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STATE PUBLIC UTILITY COMMISSIONS

DRAFT POLICY STATEMENT ON THE RESTRUCTURING AND ECONOMIC DEREGULATION
OF THE ELECTRIC UTILITY INDUSTRY (SP-96104 )

The Nuclear Regulatory Commission is seeking comment on the draft statement of

policy regarding its expectations for, and intended approach to, its power reactor licensees

as the electric utility industry moves from an environment of rate regulation toward greater

competition. The NRC is concerned that rate deregulation and disaggregation resulting

from various restructuring involving power reactor licensees could have adverse effects on

the protection of public health and safety. Enclosed for your review and consideration is a l

copy of the Federal Reaister notice which includes the draft policy statement. You are

l
invited to submit comments on this draft policy statement by December 9,1996.

it t4 ett( @.,

Richard L. Bangart, Director
Office of State Programs

'

Enclosure: |

.

.
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|

|
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paymints that othirwise could be mada regulations unds: provisions 44 U.S.C. Regulatory th==l==Irn, Washington,
under this part may be withheld to the Chapter 35 and OMB number 0560- DC 20555, telephone (301) 415-1255, e-

-

extent provided for in part 12 of this 0125 has been assigned. mail RSWitirc4ov: or, for the antitrust' title.
Signed et Washlagton, DC, on September aspects of this poucy statement, William

(c) Any remedies permitted OCC 17,1996. Lambe, tele ne (301) 415-1277, e-
under this part shall be in addition to Brum R. Weber, mail . gov.

|

,

any other remedy, including, but not
limited to criminal remedies,or actions A@dwsWwin servke Agency, aMMENTMY NIFOM4ADON' iand Acting Execurhe VJce Pmsident,for damages in favor of CCC, or the Commodity Oedit Corporation. urPo88
United States, as may be permitted by
law. (FR Doc. e8-2428s Filed 9-19-es: 4:45 am) 'Ihe purpose of this draft policy

auses coes sous , statement is to provide a discussion of
(d) Absent a scheme or device to the NRC's concerns regarding the

defeat the purpose of the program, when potential safety impacts on NRC ower,

an owner loses control of CRP acreage
due to foreclosure and the new owner NUCLEAR REQULATORY meets hesames mulungimm e

chooses not to continue the contract COWASSION economic dmegulation and
restructuring of the electric utility

according to $ 1410.51, refunds shall not 10 CFR Part 80 industry and the maar,s by which NRC
be required from any participant on the intends to addreas those concerns. Thiscontract. Draft Policy Statement on me draA policy statement recognizes the

(e) Crop insurance requirements in Restructuring end Economic changes that are occurring in the electric !part 1405 of this chapter apply to all Deregulation of me Electric Utility utility industry and the importance i

acreage initially enrolled after October industry these changes may have for the NRC and
12.1994, as determined by the Deputy
Administrator. AesNcv: Nuclear Regulatory its licensees.The NRC's principal

(f) Land enrolled in CRP shall be Comission; mission is to regulate the Nation's
civilian use of byproduct, source, and

classified as cropland for the time Acn0N: Draft Policy Statement request special nuclear materials to ensure
period enrolled in CRP and, after the for public comment. adequate protecdon of the public healthtime period of enrollment, shall be
removed from such classification upon suesuARY:The NRCis seeking comment and safety, to promote the coramon
a determination by the county on the draft statement of policy defense and security, and to protect the

committee that such land no longer regardin its expectations for,and environment. As part of carrying out
this mission,the NRC must monitor

meets the condidons identified in part nd ap ts e ctor
heensw acuvida and anf an externalchnga in718 of this title. y stry licensee activities, as wel

(g) Research projects may be proposed moves from an environment of rate
by the State committee and authorized regulation toward greater competition. factors that may affect the ability of

by the Deputy Administrator to addrew The NRC is concerned that rate individual licensees to safely operate

defined conservation or land use de lation and disaggregation and decommission licensed power

problems, water quality issues, or mu dng fmm various metructurings production facilities.

wildlife habitat. The research projects involving power reactor licensees could D. Backgrened
must include objectives that are have adverm effects on the protection of The electric udlity industry is
consistent with this part, involve land Public health and safety, entering a period of economic

.

that otherwise meets required eligibility DAfts:The public is invited to submit deregulation and rwtructuring which is
criteria, provide beneficial information comments on this draft Policy Statement intended to lead to increased
on economically and environmentally by December 9,1996. Comments competition in the industry. Increasing
sound agricultural praedces, not rece!ved after this date will be compeution may force integrated power
adversely affect local agricultural considered if it is practical to do so, but systems to separate (or "disaggregate")
markets, and be conducted and assurance of consideradon cannot be their systems into functional areas.
monitored by a bona fide ruoarch given except as to comments received Thus, some licensees may divest
entity. on or before this date. On the basis of electrical generation assets from

the submitted comments, the transmission and distribution assets by61410.s3 Perminalw use*- Commission will determine whether to forming separate subsidiaries or even
Unless otherwise specified by the modify the draft Policy Statement before separate companies for generation.

!Deputy Administrator,no crops of any issuing it in Saal form. Disaggregation may involve utility !kind may be planted or harvested from Apongsses: Mail comments to: restructuring, mergers, and corporatedesignated CRP acreage during the Secretary, U.S. Nuclear Regulatory spin offs that lead to changes in ownerscontract period. Commission, Washington DC 20555, or operators oflicensed power reactors
6 1410.64 special concorrence Attention: Docketing and Service and may cause some limnsees,
requirements for certain funesens Branch. including owners, to cease being an

Deliver Comments to: 11555 Rockville " electric utility" as defined in to CFR
P es, and

Pike, Rockville, Maryland, between 7:45 50.2.8 Such changes may affect thegu de es F s o
concurrence of the NRCS at national' a m. and 4:15 p.m., Federal workdays.
State, and local levols. Examine copies of comments received e section so.2 desees electric utany"u eny

,

at: The NRC Public Document Room' '"'"Y **' 8''"*'" " di'"*"'" * 3''''i'"Y '"d 1'6 1410.46 Paperwork Reducson Act 2120 L Street NW (Lower IAVoI), ly7t?is fi byI ou a esase6 aed numbers. Washington. DC. 2e eniuy n=lf a try a esprete resuletory9

The Office of Management and Budget F0n FunTHEn INFonMATION CONTACT: eueway. Instweea utilities. including
has approved the information collection Robert S. Wood, OfBee of Nuclear fM." inn" [MtNY",'cDe** ]

'

requirements contained in these Reactor Regulation U.S. Nuclear conna-a i

|

|

- - - . . . - - - .. --
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licensing basis under which the NRC ~ NRCissued an Asiministrative latter on over the operating lives of theiroriginally found a licensee to be June 21,1996, that informed power facilities. For examp te, rate deregulationfinancistly quahSed to construct, reactor licensees of their ongoing could caste situationc where a licensee*

operate or own its power plant, as well responsibility to inform, and obtain that previously qualiSe d as an " electricas to accumulate Megaste funds to advance approval from the NRC for any utility" under to CFR 53.2 may, at someensure decommissioning at the end of changes that would constitute a transfer point, no longer qualify for such status,reactor life. of the license, direcdy or indirecdy, At that point, the NRC may requireRate regulators have typically allowed through transfer of control of the NRC
an electric utility to recover prudently limnae to an_y person pursuant to 10

licensees 16 submit proof pursuant to 10
incurred costs of generating, CFR 50.80. This administrative letter

CFR 50.33(f)(4)that they remain
transmitting, and distributing electric also reminded addressees of their $nancially qualiSed and will require
services. Consequently, in 1984, the responsibility to assure that information them to meet the more stringent
NRC ehminated financial qualifications regarding a licensee's Saancial decommissioning funding assurance

requirements of to CFR 50.75 that are
nviews at the operating license stage for quahfications and decommissioaing applicable to non. electric utilities.those licensees that met the definition of funding assurance which may have a
" electric utility"in 10 CFR 50.2 (49 FR significant implication for public health Although new and unique
35747; Sept.12,1984). The NRC based and safety is promptly reported to the restructuring proposals will necessarily
this decision on the assumption that NRC. involve ad hoc reviews by the NRC, the
"the rate process assures that funds Commission will emeise dInct

s

needed for safe operation will be made IIL Policy Statement oversight of such reviews to maintain
avallable to regulated electric utilities" The NRC is concerned with the consistent NRC policy toward new
(49 FR at 35750). However, the NRC Potential impact of utility restructuring entitle *.The NRC has considered
recognized that financial qualifications on public heakh and safety. The NRC eqers, the formation of holding
reviews for operating license applicants has not found a consistent relationship companies, and the outright sales of
might be appropriate in particular cases between a licensee's financial health facilities, or portions of facilities, to
where, for example, "the local public and generalindicators of safety such as require NRC notification and prior
utility commission will not allow the the NRC's Systematic Assessment of approvalin accordance with 10 CFR
total cost of operating the facility to be IJcensee Performance (SALP). Thus, the 50.80 in order to ensure that the
recovered through rates"(49 FR at NRC has tradidonally relied on its transferee is appropriately quahiled. For
35751). The Commission also has inspection process to indicate when example, the NRC determines waether
expressed potential concern with safety performance has begun to show the surviving organization will remain
various State proposals to implement adverse trends. Based on inspection an " electric utility" as defined in 10
cconomic performance incentive Program results, the NRC can take CFR 50.2.
programs., a propriate action, including,

in its 1988 decommissioning rule, the u timately, plant shutdown, to protect in consideradon of these concerns,

NRC again distinguisbed between Public health and safety. However,if a the NRC will be evaluating deregulation
P ant is permanently shut down, that and restructuring activities as theylelectric utilities and other licensees by
P ant s licensee (s) may no longer have evolve. The NRC will take alllallowing " electric utilities" to

accumulate funds for decommissioning [ offunis f
appropriate actions to cany out its"'

over the remaining terms of their d ms ng mission to protect the health and safety
operating licenses. NRC regulations the facility. If rate deregulation and f the public and, to the extent ofits

organizadonal divesuture occur statutory mandate, to ensure
added excep on of Sta d ederal concurrently with the shutdown of a consistency with Federal antitrust laws.

overnment licensees of certain nuclear plant either by NRC action or by The NRC intends to implement
facilities) to provide fundin a licensee s economic decision, that policies and take action as described in
for the full estimated cost of assuranceUcensee may not be able to provide this policy statement to ensure that its
decommissioning, either through full ade unte assurance of decommissioning power reactor licensees remain
up front funding or by some allowable fun s. Thus, the NRC believes that its responsible for safe operations and

mechanism. c neerns with deregulation and decommissioning. In summary, the NRCguarantee or suret'he current and future restructuring lie primarily in the area of withA discussion of t
NRC review process will be contained adequacy of decommissioning funds,
in two Standard Review Plans that the al u co with the (1) Continue to conduct its financial

ualiScations, decommissioningNRC lans to issue--one for financial {,","ladon may have on operational ding and andtrust myiews as
quali ications and decommissioning eI

described to the Standard Review Plansfunding assurance reviews and the other
Y'he electric utility industry moves being developed in concert with thisfor antitrust reviews. In addidon, the t

from an environment of substantial p licy statement;

coop.r.uvu. and si.e. od r d.r.1.senci . "# MM D * O" E D **E "
induding anoci uons of ny of the for.soins. ar. competition, the NRC is concerned . well as direct, of nuclear power plants:
included within the m.aning of' electric utihey.-- about the pace of restructuring and rate

(3) Establish and maintain staff. levela See Possibl. Sa fety impsets of Economic
deregulation. Approval of organizational working reladonships with State and

Performance incentives hnal Policy Statement. (se and rate deregulation changes may
Federal ret * Iulat " '-ra sie4squly 24.199:1. for th NRC s concems

occur rYge.ly without the NRC's
id

"In'd$'Ia'nYp *'gr"errI'rNiEu"n$.rIa'nYe'thet*
knowle The pace and degree of such (4) Evaluate the relativet

swu insututed many of th. pros am... e m n. changes could affect the factual responsibilities of power plant co-
of encouraging i.ctric utilina io lower l.ctric underpinnings of the NRC's previous owners /co.bcensees; and

b*tItfe:E)."rY'sNIc*iioN.Ye*co* nom'icconclusions that power reactor licensees (5) Reevaluate its regulations for their
'

performance incentive programs ultimately may b. can reliably accumulate adequate funds adequacy to address changes resultmg
replac.d by M1 mark t competition. for operations and decommissioning from rate deregulation.
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LV. laaues Rited to Restructuring and all: wing adequat; expenditures for other than12 determine that suchEconomic Deregul: tion of the Electric nucl:ar plant safety as electric utilities licensees, in fact, remain '' electric
Utility Industry face deregulation, the NRC intends to utilities." However, the NRC is

The NRC believes that its regulatory take a number of actions to increase evaluating the need to develop*

framework is generally sufficient to co Peration with State and Federal rate additional requirements to ensure
address many of the restructurings and and financial regulators to promote against potential dilution of capability
reorganizations that will likely arise as dial e and minimize the possibility of for safe o tion and decommissioning
a result of electric utility deregulation. rate eregulation or other actions that that coul arise from rate deregulation
In many instances, the NRC's review would have an adverse safety impact.

and restructurinfthe Atomic Energy ActSection 184 o .rocess will follow the current We intend to work and consult with the
amework, or will otherwise follow State PUCs through the Natiom,1 and 10 CFR 50.80 provide that no

policies consistent with the NRC s Association of Regulato Utility license shall be transferred, directly or
current regulations. However, the NRC Commissioners (NARUC , and with indirectly, through transfer of control of
believes that several other policy issues FERC and the Securities and Exchange the license, unless the Commission
need to be further evaluated and options Commission (SEC) to coordinate consents in writing. The NRC intends to
developed. Therefore, this section activities and exchange information, review transfers to determine their

[th to maintain adequate technicaltential impact on the licensee's abilityaddresses NRC policies with respect to B. Co-owner Division of Responsibility
electric utility restructuring and
economic deregulation both as these Many of the NRC's power reactor quahfications and organizational control
policies can be carried out under licensees own their plants jointly with and authority over the facility and to

other, non-related organizations. provfde adequate funds for safecurrent regulations and as matters under
consideration for further resolution- Although some co owners may be only operation and decommissioning. Such

authorized to possess the nuclear consent is clearly required where a
nsibilities vis-a vis State facility and its nuclear material, and not corporate entity seeks to transfer aA. NRCResbconomic Regulatorsand Federa to operate it, the NRC views all co- license it holds to a different corporate

owners as co-licensees who areThe NRC has recognized the primary entity. See Long Island Lighting Co.
role that State and Federal economic responsible for complying with the (Shoreham Nuclear Power Station, Unit

terms of their licenses. Public Service 1) CLI-92- 4,35 NRC 69 (1992). Theregulators serve in setting rates that Company of Indiana, Inc. (Marble Hill NRC staff has advised licensees thatinclude appropriate levels of funding for Nuclear Generating Station Units 1 at agency consent should be sought andsafe operation and decommissioning. 2), A1 AB-459,7 NRC 179,200-201 obtained under $ 50.80 for the formationFor example, the preamble to the 1988
(1978). The NRC is concerned about the of a new holding company over an

decommissioning rule stated: "The rule, effects on the availability of operating existing hcensee. Other types ofand the NRC's implementation ofit,
does not deal with financial ratemak{ng and decommissioning funds, and about transactions, including those invohing
issues such as rate of fund collection, the division of responsibility for transfers of operating authority or
procedures for fund collection, cost to operating and decommissioning funds, responsibility to non-licensed

when co-owners file for bankruptcy or organizations, have been considered byratepayers, taxation effects, equitabihty otherwise encounter financial the staff on a case by case basis tobetween early and late ratepayers, difficulty.s The NRCis evaluating determine whether $ 50.80 consent isaccounting procedures, ratepayer versus courses of action to ensure that
stockholder considerations, required. The NRC is evaluating what

operating and decommissioning costs types of transfers or restructuringsresponsiveness to change and other are paid by owners. should be subject to $ 50.80 review,similar concerns * * *.These matters
are outside NRC's jurisdiction and are C. Financial Qualifications Reviews Ehective December 28,1995, all orders
the responsibility of the State PUCs and The NRC believes that the existing approving $ 50.80 transfers have been
(the Federal Energy Regulatory regulatory framework contained in signed by the Director, Office of Nuclear
Commission) FERC"(53 FR at 24038; $ 50.3*,(f) and in the guidance in 10 CFR Reactor Regulation.The NRC staff will
June 27,1988), part 50, appendix C,is generally inform the Commission of unique or

Notwithstanding the primary role of sufficient at this time to provide unusual licensee restructuring actions.
economic regulators in rat' matters, the reasonable assurance of the financial D. Decommissioning Funding Assurancee
NRC has authority under the Atomic qualifications of both electric utility and Compliance Reviews
Energy Act of 1954, as amended (AEA) non-electric utility applicants and

The NRC believes that the existingto take actions that may affect a licensees under the various ownership decommissioning funding assurance Ilicensee's financial situation when these arrangements of which the staffis
actions are warranted to protect public currently aware. Licensees that remain provisions in S 50.75 generally provide
health and safety. To date, the NRC has " electric utilities" will not be subject to an adequate regulatory basis for new
found no significant instances where NRC financial qualifications review, licensees to provide reasonable

State or Federal rate regulation has led assurance of decommissioning funds.
However, to address this and other

to disallowance of funds for safety- * gRC has issues related to decommissioning
d er e wi s ce sees

related operational and , ,,
of nuclear power pl u end who filed unde, funding assurance in anticipation of ratedecommissioning expenses. Some rate chapter 1i of the U.s. sankruptcy code: Public deregulation,the NRC published anregulators may have chosen to reduce service Company of New Hampshire (PSNH). e co* advance notice of proposed rulemaking I

allowable profit margins through rate g' *"e,'g|'"fy ,s= ,gp, (ANPR)(61 FR 15427; April 8,1996).
d f Pas

disallowances, or licensees have for
verde plant, end cejun sectric Power cooperative

other reasons encountered financial (Cajun), e co-owner of the IUwer Bend plant. Both E. Antitrust Reviews
difficulty. PSNH and EPEC continued their pro rete The NRC must be able to accurately

In order for the NRC to make its safety %,,$'$"'gf{th"Pje,ng an identify all owners of its licensees to
"

, , t eir plants andviews known and to encourage rate
regulators to continue their practice of remains in b,nkruptcy.mer,'.7| rom bankruptcy. ceiunmeaningfully assess whether there have I.uccesstun

been "significant changes" since the
{
I

i

i
*



*'
49714 Fed:ral Regist:r / W1. 61 N3.185 / M:nday, September 23, 1996 / Proposed Rules

~

<

lictming reviews. The NRC anticipates will not have acan to the main intended tD allowinterested personsthat competitive reviews over the next FedWorld system.
additional time to submit comments to5 to 10 years will arise primarily from

If you contact FedWorld using Telnet, FDA on the p'roposed regulations.chan8es in control oflicensed facilities.
b>ou will see the NRC area and menus,The regulatory review addressing eluding the Rules Menu. Although DATas: Written comments by December

j transfer of control of limnses under 10 you will be able to download 6,1996.
CFR 50.80 will be used to determine documents and leave messages, you will Apongssss: Submit wdtten commentswhether new owners or operators will not be able to write comments or upload
be subject to an NRC significant change files (comments). If you contact to the Dockets Management Branch

| review with respect to antitrust matters. FedWorld using FIP, all files can be (HFA-305), Food and Drug

Electronic Access acmssed and downloaded but uploads Admkistration,12420 Parklawn Dr.,
are not allowed; all you will see is a hst rm.1-23, Rockville MD 20857.

Comments may be submitted of files without descriptions (normal FOR FURTHER INFORMATION CONTACT *

'

electronically,in either ASCII text or Gopher look). An index file listing all Carolyn W. Miles, Center for FoodWordperfect format (version 5.1 or files within a subdirectory, with Safety and Applied Nutrition (HFS-later), by calling the NRC electronic descriptions, is available. There is a 15 456),200 C St. SW., Washington DC
Dulletin Board (BBS) on FedWorld. The minute time limit for FTP access. 20204,202-401-9858.
bulletin board may be accessed by using Although FedWorld can also be

ersonal com uter a modem, and one accessed through the World Wide Web, SUPPLEMENTARY a: FORMATION:In theo[the commonfy ava,ilable
a

like FTP that mode only provides access Federal Register of July 9,1996 (61 FR
communications software packages, or for downloading files and does not 36154), FDA issued a proposed rule to
directly via Internet. Background display the NRC Rules Menu. revise its infant formula regulations to
documents on the draft policy statement For more information on NRC bulletin establish requirements for quality
are also available, as practical, for boards call Mr. Arthur Davis, Systems factors and current good manufacturing
downloading and viewing on the Integration and Development Branch, Practice (CCMP); to amend its
bulletin board. NRC, Washington, DC 20555, telephone requirements on quality control

If using a personal computer and (301) 415-5780; e-mail AXD3@nrc. gov. Procedures, notiSc.ation, and records
modem, the NRC Rulemaking subsystem Deted at Rockville, Maryland, this 16th day and f* Ports; to require that infanton FedWorld can be accessed directly of September 1996. formulas contain, and be tested for,
by dialing the toll free number (800)
303-9672. Communication software

For the Nuclear Regulatory Commlulon. certain nutrients,be tested for any
parameters should be set as follows: Mn C. Ho# nutrients added by the manufacturer

arity to none, data bits to 8, and stop Secretaryofthe Commission. throughout their shelflife, and be

its to 1 (N,8,1). Using ANSI of VF-100 IFR Doc. 96-24275 Filed 9-20-96; 8:45 aml produced under strict microbiological
terminal emulation, the NRC " " * * * * * ' * * ' * * conitols; to require that manufacturers
Rulemaking subsystem can then be implement the CGMP and quality
accessed by selecting the " Rules Menu" control procedure requirements by

i
option from the "NRC Main Menu." DEPARTMENT OF HEALTH AND establishing a production and in process i

Many NRC subsystems and data bases HUMAN SERVICES control system of their own design; and
also have a "Hel /Information Center" to implement certain notification
option that is tai ored to the particular Food and Drug Administration requirements in the Federal Food, Drug. |
subsystem. and Cosmetic Act. Interested persons '

The NRC subsystem on FedWorld can 21 CFR Parts 106 and 107 were given until October 7,1996, to
also be accessed by a direct dial

[ Docket No. 96N-0309] comment on the proposed rule.
~

telephone number for the main FDA received a request for an
FedWorld BBS, (703) 321-3339, or by RIN 0010-AA04

extension of the comment period on its
|using Telnet via Intemet: fedworld gov.

If using (703) 321-3339 to contact Current Good Manufacturing Practice, Proposed rule to revise its infant '

FedWorld, the NRC subsystem will be Quellty Control Procedures, Quality f rmu a reg ations. Ahercareful

accessed from the main FedWorld menu Factors, Notification Requirements, c nsideration, FDA has decided to

by selecting the " Regulatory. and Records and Reports, for the extend the comment period to December

Government Administration and State
Production ofinfant Formula; 6,1996, to allow additional time for the
Extension of Comment Period submission of comments on theSystems," then selecting " Regulatory proposed revisions to its infant formulaInformetion Mail." At that point, a AGENCY: Food and Drug Administration, regulations.

menu will be displayed that has an HHS.
Interested persons may, on or beforeoption "U.S. Nuclear Regulatory ACTION: Proposed rule; extension of December 6,1996, submit to DocketsCommission" that will take you to the

NRC Online main menu. The NRC
comment period. Management Branch (address above)

Onhoe area also can be accessed SUMMARY:The Food and Drug written comments regarding this
directly by typing "/go nrc" at a Administration (FDA) N extending to proposal. Two copies of any comments
FedWorld command line. If you access December 6,1996, the comment period are to be submitted, except that
NRC from FedWorld's main menu, you on the proposed rule that published in b al b

tobei entiffedmay return to FedWorld by selecting the the Federal Register of July 9,1996 (61 Co ents h the
"f . turn to FedWorld" option from the FR 36154). The document proposed to docket number found in brackets in the
NRC Online Main Menu. However,if revise FDA's infant formula regulations. heading of this document. Received
you access NRC at FedWorld by using The agency is taking this action in comments may be seen in the ofSce
NRC's toll free number, you will have response to a request for an extension of above between 9 a.m. and 4 p.m.,
full access to all NRC systems, but you the comment period. This extension is Monday through Friday.

i


