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ONE WHITE FLINT NORTH

Good morning. Before | take your questions, | want to make a brief statement about three
important NRC initiatives. (1) our new reactor oversight process, (2) license renewd, and (3) risk
informed regulation. The NRC is pursuing these regulatory initiatives with the objective of achieving
gredter effectiveness and efficiency as an independent regulatory agency whose overriding misson isto
protect public health and safety.

1. Just last week, the NRC implemented our new reactor oversight process on an industry-wide
basis. The new program uses more objective, timely, and safety-sgnificant criteriain assessng
performance and represents one of the most fundamenta changes in the agency’ s regulatory processin
some years. Both the regulators and the industry have learned alot about what most contributes to safe
operations over the last quarter century and the new oversight effort takes advantage of those insights.

As| am sureyou are avare, the NRC engages in extensve inspections of the universe of
commercia nuclear reactors to ensure conformance with our regulatory requirements. Every reactor
Site has a least two resident inspectors -- NRC employees whose work gtation is physicaly at the
reector site. The new oversight processis designed to channd ingpection effort to matters with the
highest safety significance, while providing timely evauation of plant performance. The process
includes objective performance indicators, which will be fully reported to the public every three
months, as well as afocused basdline ingpection program.

The NRC last year conducted a sx-month pilot of the process at nine sites, making adjustments
and improvements as we went dong. Thisis gill awork in progress, and we expect to make additiona
improvements on the basis of what we learn as the process is gpplied to more than 100 commercid
nuclear reactors.



We decided to apply the new process nation-wide at this time with the encouragement both of
the industry and of the Union of Concerned Scientists.

2. Another initiative relates to the Commission’s accelerated license renewa program. A few
years ago, many knowledgeable observers believed that the deregulation of the eectric utility
industry would cause so much financid pressure that alarge percentage of operating nuclear plants
would be forced to shut down prior to the end of their forty-year licenses.

Nonetheless, the NRC proceeded with the development of a process for the timely renewal of
operating reactor licenses. Bdtimore Gas and Electric’s Cavert Cliffs plant wasthe "test Ste” for the
program. On March 23, the Commission issued arenewed license for Cavert Cliffs, Units1 and 2,
ahead of schedule. Asyou may be aware, on Tuesday of thisweek, athree-judge panel of the U.S.
Court of Appedsfor the D.C. Circuit unanimoudy rejected a petition challenging the procedures we
used in processing the Cavert Cliffs gpplication.

Duke Power Company’s Oconee Site is the next license renewa application under review. The
saff expectsto complete its work on the Oconee gpplication on a schedule that may well permit a
Commission decision by July.

Both the NRC and the industry consider the license renewal process asuccess. We are aware of
17 announced applications for license renewa covering 25 units. Those who once predicted massve
early shutdowns are now projecting that up to 85% of operating plants may ultimately apply for license
extengons. Thisisan important initiative as, in gopropriate cases, it will dlow nudlear plants, which
provide about 20% of the nation’s eectricity today, to continue to contribute sgnificantly through the
early decades of the 21% century.

3. Ancther far reaching initiative involves our effort to develop and implement arisk-informed
approach to nuclear power plant regulation. The gpproach uses risk insights, together with other
pertinent information, to establish requirements that better focus licensee and regulatory attention to
design and operationa issues commensurate with their importance to public hedlth and safety. The
program is intended to eva uate the technica bases that underpin NRC requirements and to modify
them to focus on the most safety-sgnificant issues.

Our draft rulemaking plan for this effort proposes an dternative regulatory framework that will
enable our reactor licensees to use arisk-informed process to define the equipment that should be
subject to specid requirements for reliability. Other aspects of thisinitiative include changes to the
regulations and regulatory guidance on decommissioning, fire protection, and reactor safeguards. More
changes will doubtlessfollow. Thisisamulti-year effort to rethink many of the basic concepts
underlying the regulatory system. The results of this effort may lead to some relaxation or eimination
of some existing regulatory requirements, as well asto the imposition of some new requirements, as
warranted.

Taken together, these three NRC initiatives demonsirate a regulatory program that is responding
imaginatively and effectively to fundamental changesin the nuclear indudtry, that is dynamic and
flexible in responding to change, that is aleader in developing new approaches to regulation, and that
isaccomplishing dl of this while maintaining our paramount objective of protecting the public hedth
and safety.

| will be pleased to respond to your questions.



