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Dear Dr./Jackson:

• recently received the attached information frorn my con-
stituent, Ms. Jeannine Honicker, regarding the safety of Watts
Bar Unit 1.

Ms. Honnicker has shared with me her allegations of safety
violations at Watts Bar Unit 1. I would greatly appreciate your
looking into this matter and providing me with a response so that
I might properly reply to my constituent's inquiry.

If you require any additional information or have any
questions, please do not hesitate to contact Jay Hansen of my
staff at (202)225-4311.

Thank you in advance for any assistance you may be able to
provide. I look forward to hearing from you.

Bob Clement
Member of Congress
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362 Binkley Dr.
Nashville, Tn. 37211
October 20, 1995

Representative Bob Clement
1230 Longworth House Office Bldg.
Washington, DC, 20515

Dear Representative Clement:

Based on unresolved design flaws, safety problems
and TVA identified deficiencies documented in NRC Inspection
Report #50-390/95-47 & 50-391/95-47, unresolved questions
surrounding the solvency of TVA, detailed in the August 1995
GAO report "TENNESSEE VALLEY AUTHORITY, Financial Problems
Raise Questions About Long-term Viability"
(GAO/AIMD/RCED-95-134) and a decommissioning fund which
appears to be woefully inadequate, (see my enclosed letter,
dated October 20, 1995, to Mr. John M. Hoskins, Vice
President & Treasurer of TVA, with documentation), I
respectfully request that you use your considerable
political influence to intervene in NRC's issuance of a fuel
loading permit and operating license for the Watts Bar
Nuclear Plant.

Jeannine Honicker

c'

i



362 Binkley Dr.
Nashville, Tn. 37211
October 20, 1995

Mr. John M. Hoskins, Vice President & Treasurer
Tennessee Valley Authority
400 West Summitt Hill Rd.
Knoxville, Tn. 37902-1499

Dear Mr. Hoskins:

Thank you for your letter of September 28, 1995
responding to my request for information concerning TVA's
decommissioning fund. I am afraid the letter raises further
questions.

I notice in TVA's "Energy Vision 2020" (Draft,
volume 2, dated 7/95, page T3.8) the following:

"TVA has established a nuclear decommissioning
fund for all of its operating nuclear reactors. Investments
of power funds have been made since 1982 to provide for the
accumulation of funds for decommissioning nuclear plants.
By September 1993, the lowest interest rate environment in
20 years resulted in a situation where the market value of
the decommissioning investment was significantly higher than
their book value of $210 million. TVA elected to exercise
the flexibility of the internal fund, and sold the
investments through a competitive bid for $373 million.

"TVA elected to return the proceeds to the
decommissioning fund over a three year period beginning in
fiscal year 1994. At the end of fiscal year 1994, the fund
had $150 million. Plans are to add an additional $100
million by the end of fiscal year 1995, and an additional
$123 million by the end of fiscal year 1996."

Your letter stated:

"TVA sold the $210 million of investments in this
fund in 1993 due to market conditions that created an
unusual opportunity for a significant gain in these
securities. TVA used the proceeds of this sale for the
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power program. This fund was replenished in 1994 and 1995.

"If TVA had maintained the original investmentportfolio, it would currently have a balance of $245million. All of TVA's decommissioning investments have beenin high quality fixed income investments"

Why does The Energy Vision 2020 document say $373million and your letter says $210 million?

If the fund or funds had to be sold to realize theappreciation, why were the proceeds not immediatelyreinvested as good management of the decommissioning fundwould dictate, instead of being put in the power program?If it was sold and immediately reinvested, what would be thevalue of the fund today?

How did you arrive at the conclusion of yourletter that the fund would be worth only $245 million if ithad been left alone, and why is the balance currently $261million?

If in fact the fund was worth only $210 million,who bought it for $373 million? Was the $210 million theamount of TVA money that had been invested since 1982 thathad grown to $373 million, or was the current value $210million and by competitive bid some entity paid TVA $373million? Who would have made such a bad financial move, andwhy would they do it? Specifically, who did purchase it?
If in fact the decommissioning fund was investedin high quality fixed income investments and had grown to avalue of $373 million when it was sold in 1993, as theEnergy Vision says, how much would it have been worth atthe end of fiscal year 1996 versus how much it will be worthwith the repayment plan as outlined in Energy Vision 2020?
Are you still following the plan outlined inEnergy Vision 2020, or have you modified that repaymentschedule?

Did you inform the NRC of your plans to empty thedecommissioning fund in 1993 and add the proceeds to the



'C'

Page 3

power program? Did they give you a written authorization todo this?

How is this fund going to be adequate todecommission three units at Brown's Ferry and two units atSequoyah? How much more per year will you add to includethe decommissioning costs of Watts Bar?

What is the formula that you used to determine howmuch you will need to decommission each unit? When do youanticipate decommissioning each unit? What are your plansfor disposing of the radioactive waste that is accumulatingat each reactor site, both in and out of the spent fuelpool, when the time comes to decommission each unit? Ineffect, the whole plant will be waste, so just how do youplan to dispose of it and clean up the entire site?

Enclosed is Appendix A from MSB Energy Associatesreport entitled TVA Watts Bar Unit 1 Decommissioning CostEstimates. How do your guidelines, formulas, calculations,and assumptions compare with theirs?

Sincerely,

Jeannine Honicker

Encl:

C: Dr. Shirley Jackson, Chairperson, NRC
Mr. Peter S. Tam, Sr. Project Mgr., NRR, NRCMr. J. D. Lee, Esquire
Mr. Clifford Honicker
Ms. Jackie Kittrell, Esquire
Ms. Helen deHaven, Esquire
Representative Bob Clement
Senator Fred Thompson
Senator Bill Frist
TVA Board of Directors

et al



Tennessee Valley Authority, 400 West Summit Hill Drive, Knoxville, Tennessee 37902-1499

John M. Hoskins
Vice President and Treasurer

September 28, 1995

Ms. Jeannine Honicker
362 Binkley Drive
Nashville, Tennessee 37211

Dear Ms. Honicker

This letter is written in response to your request for information on TVA's
decommissioning fund on September 26.

TVA maintains a decommissioning fund that will be used to clean up all the
areas exposed to radioactivity once the operating license of a nuclear plant
expires. This fund currently has a balance of $261 million. Next year TVA
will make further contributions to this fund.

TVA sold the $210 million of investments in this fund in 1993 due to market
conditions that created an unusual opportunity for a significant gain in these
securities. TVA used the proceeds of this sale for the power program. This
fund was replenished in 1994 and 1995.

If TVA had maintained the original investment portfolio, it would currently
have a balance of $245 million. All of TVA's decommissioning investments have
been in high quality fixed income investments.

So cerely,

os n

M.Hoskins

P.1ted o. wecycwd paper



itOCNICAL DOCUMENT 3: EXIST G POWER SYSTEM
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Summer NetNuclear Capacity EAF Heai Rate Fuel Cost Total O&m Total A&lin Fiscal Yea r _LMW/l) (%)--__!_t!-| /MWk) __1ShW)_-__ W)A A
1994 (Actual) 3.282 65.6 10.1401 11.02 90.7 2.

2005 _ 
-

0729.832005 -- 5517 67 10,475 - --113.6 -- 19
1 Sequnyat 2 heat rate given is typical of all nuclear units.2 11 1994 TVA took slops to write olf sunk interest charges on excess fuel inventory This will result in future fuel expensesthat are significantly lower but are more in line with market cost.3 Capital expenditures for SON 1. SON 2. and BFN 2 plus central office TVAN only.

T/A expects an increase in availability factor for its nuclear system due to plant upgrades. Fuel costs are pro-jected to drop significantly following the write-off of interest charges on excess fuel inventory in 1994.

tICItcots, sItch as those at Browns Ferry, are not as susceI)til)leto vessel aging as pressurized water reactors; second, these units1lave been lmlxugh up to cumrnt standards. 'IVA will lollovw close-ly the proposed Nucleai Regulatory Commission rule making onlicense extensions, but TVA anlicipates these facilities will he avail-ble over thi leEnergy Vision 2020 study period.
TEVA has established a nuclear decommissioning fund for allof its operating nuclear reactors. Investments of power funds havebeen made since 1982 to provide for the accumulation of fundsfor decommissioning nuclear plants. By September 1993, the low-est interest rate environment in 20 years resulted in a situationwhere the market value of the decommissioning investments wassignificantly higher than their book value of $210 million. TVAelected to exercise the flexibility of the internal fund, and soldthe investments through a competitive bid for $373 million.

1TVA elected to return the proceeds to the decommission-ing fund over a three year period beginning in fiscal year 1994.At the end of fiscal year 1994 the fund had $150 million. Plans

'ire to add an additional $100 million by the end of fiscll year1995 and an additional $123 million by the end of fiscal year 1996.'EVA's policy is to collect funds for deconisllssiotlingthrough rates based on a constant dollar amount adjusted forinflation over the life of the operating license of a nuck-tr planit.T huis policy is 1)ased on the theory that all ratepayers that ben-efit from the electric production of a nuclear plant shouldshare equally in the cost of decommissioning. If EVA front-loaded
the collection of the nuclear plant decommissioning lunds,this would put an undue burden on the ratepayers receiving powergenerated during the early years of operation of the nuclear plant.On the other hand, if not enough funds were collected through-out the life of the plant, the ratepayers receiving power at theend of the operating license would have an unfair decommis-sioning burden.

Decommissioning expense has been recovered fromratepayers annually based on the present value of amounts notprovided through earnings on the fund. In fiscal year 1990, these

IU

BLOCK1 BLOCK2 .LOCK3lYEAR uant MW Price S/MWh - uantity ( - Price s/MWh MW Price S/MWh
1995 250 23 250 27 1800 402000 300 27 300 32 1500 562005 0 N/A 300 1500 752010 0 N/A 0A 1100 1062015 0 N/A 0 N/A 1000 1352000NA0N/A 

100016
-.- --. . - .. - .. - . .............. | - - .... . - .... -............... .... -.---......................-.---.......

I

Itks Doe ftr~rwsoR U Wf ttr 4luO'R*de Fr beikmhange3system through 2000 For each year power is shown to be
available in blocks with varying cost
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collections amounted to $18 million. TVA temporarily suspendt
decommissioning collections from customers after operating licen
life extensions were obtained for Browns Ferry and ScqLuoya
The temiipborary suspensi6n was made in an effort not to fror
load decommissioning collections. Cashing in the gain on tI
market value of the fund in 1993 has resulted in a reduction
the annual decommissioning expense collection through rat
to $13 million currently based on a projected long-term rem
of 8 percent. Ifalternative investments with a higher rate of flILI

could be achieved. the annual collection Could be lowered f.
ther. Collections for the decommissioning fund will resume
fiscal year 1995.

INTERCHANGES WITH NEIGHBORING UTILITIES
TVA has various types of interchange arrangements with neig
boring electric systems that allow TVA and these utilities to bl

sell, and exchange power at times when it is m-utual1ly hCnC

cial to do so. TVA anticipates that there will he sonme quanltiti
of non-hirm spot market power available, even during peak p(
ods, for the future. Spot market power is power that is availa[
for purchase on the open market, usually surplus power that ni
he available at any given time fromt a generating utility. "Nc
firm" implies that TVA will not pay capacity charges for the pow
and other utilities will not guarantee that it is available.

I Ii

Neighboring Utilities with Transmission Ties

Associated Electric Cooperative Incorporated
Appalachian Power Company
Big Rivers Electric Cooperative'
Carolina Power & Light
Central Illinois Public Service
East Kentu cky o -C

Electric Energy, Inc. (DOE Paducah)
Energy Services (Arkansas Power
& Light and MississippiPower & Light Co.)
Kentucky tilities Company
Louisville Gas & Electric Company
Nantahala Power & Light Company
Southern Company (Alabama Power and Georgia Power)
Union Electric

TOTAL

Oelivery points for power purchased by Big Rivers from Ihe Southeastern Power Adminisir;

TVA has the capability to exchange power with 13 neighboring utilities
to be bought, sold, or wheeled to meet utility needs.

ed
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For planning purposes, TVA has assumed the quantities and
price shown in Figure T3-11. These blocks are representative
Of purchase power from neighboring utilities. Depending on
the economic loading of the power system, these blocks can be
used to offset more expensive internal generating resources.

TVA also anticipates that it will be able to make off-system
sales because of differences in timing of system peaks between
IVA and neighboring utilities. Over the Energy Vision 2020 study
period. these interchange )urchases and sales are liticipaled
to b)e roughly in halance.

TRANSMISSION SYSTEM
TVA's transmission system serves an area of more than 80,000
square miles, serving a population of approximately 7.6 million.

*h- The system includes approximately 16,000 miles of transmission
iy, line, including 9,800 miles of 161,000 volt lines and 2,400 miles
'fi- of 500.000 volt lines.
us T*'he system is used to transieit power to 160 (listriluLtors Of
Tri- TVA power. These distributors incluKe 56( elct1ric CoopCraI-

ile tives, 107 municipal electric systems, and 3 county-operated sys-
ay tems. TVA also directly serves over 60 large industries and Federal
in- installations. In addition, the transmission system is connect-
er, .ed directly with 13 neighboring utilities. These interconnections

allow TVA to buy power from and sell power to other utilities
and to wheel electricity from one utility to anoth-
er using TVA's power transmission system.
Firure T3-12 lists the electric utilities with

Interconnections which TVA has exchang agrementiis and the

number of interconnections r'A has with
1 eeach.

T \VA is a men lcr 41 the SoCultIeaslern FlcCItric

1 Reliability Council, a voluntary industry over-
1. . sight organization dedicated to proinoting
6 electric system reliability by identifying and
8 enforcing good engineering and operating

practices. The Southeastern Electric Reliability
6 . Council is a subgroup of the North American
8 Electric Reliability Council. which provides ovcr-

1 sight for the entire North American grid

9 Through these arrangements, TVA has access
1 . to emergency backup power.

57
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APPENDIX A

TVA Watts Bar Unit 1
Decommissioning Cost Estimates

Prepared for Greenpeace
by David A. Blecker - MSB Energy Associates, Inc.

August 10, 1995

Summary:
A review of current literature and cases leads to the following estimate of WattsBar Unit 1 (WB1) decommissioning costs (expressed in 1994 dollars for a 1996shutdown):

Minimum Cost: $475 million
Maximum Cost: $665 million

These estimates do not include contingency factors for unknown andunquantifiable events. Contingency factors are designed to include such events aslabor problems, weather stoppages, equipment/tool problems, regulatory changesand procedural changes. In New York, the Shoreham decommissioning studyadded a 40.7% contingency factor and in 1987, the California Energy Commissionordered a 50% contingency factor for the Diablo Canyon decommissioning. If a50% contingency factor is added to the WB1 decommissioning cost estimate, thecosts increase to:

Minimum Cost: $713 million
Maximum Cost- $996 million

An year by year estimate of the decommissioning costs that would be incurred ifTVA delays shutting down WB1 are shown on the attached table.

These numbers were derived using three methods described below.

Method 1 uses a simple linear regression solely as a function of time based on ananalysis of 157 nuclear decommissioning cost estimates. Its formula is given by:

Cost ($/kW) = 71.92 + (18.27 * year)

Method 2 uses also uses a linear regression but adds variables for time, plant type(PWR or BWR), sister units and plant size. The following regression equation wasused:

Cost ($/kW) = 256.75 + (20.43 * year) - 38.39 - 57.16 - (0.1538 * MW capacity)
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Method 3 is based on the arithmetic average of 14 nuclear decommission cost
estimates and is given by the expression:

Cost ($/kW) = 465 per kW

Assumptions:
Typical NRC operating permit license lifetime equals 40 years however no nuclear
plant has ever reached its allowed end-of license period. The oldest operating
reactor in the U.S. is Big Rock Point 1 in Michigan at 30 years. Fifteen reactors
have been shut down early with economic factors most often cited as the
predominant cause. For planning purposes, 30 years is the recommended "energy
producing life" for operating nuclear reactors.

The numbers presented herein assume TVA would start Watts Bar 1, and then
shut it down in 1996 as its true costs become apparent. For an early shutdown
like this, Methods 1 and 2 are the appropriate values to use. If the shutdown
occurs later in time, then Method 3 which includes the effects of inflation and a
real escalation rate should be used.

If TVA fuels Watts Bar 1. will they incur decommissioning costs?
Yes, any fuel load-out and associated system testing will force TVA to incur
decommissioning costs.

If WB1 is fueled and decommissioning costs will be incurred, why not iust let the
plant run and pay for it later?
The cost to decommission a nuclear plant increases with the amount of time the
plant has been fueled and operating. If Watts Bar 1, is fueled when planned, it
will incur some decommission costs even if TVA decides to shut it down before
commercial operation. But the longer it remains fueled and is subject to low- and
high-power testing, the more expensive it will be to decommission the unit. This
is a result of several factors: 1) Hot plant operation consumes fuel which in turn
generates high and low level radioactive wastes. 2) Neutron bombardment (a
byproduct of fission) of the containment structure causes the structure's metals
and concrete to become radioactive, and 3) Low levels of tritium are produced from
neutron bombardment of hydrogen in the primary cooling system resulting in a
contamination of the primary cooling loop components.

Studies have indicated that the escalation rate of decommissioning cost estimates
has run as high as three to 9 percent over the rate of general inflation. This
means that each year TVA waits to decommission WB1, the expected costs to
decommission the plant will rise exponentially. To demonstrate the effect of an
escalation rate in this range, consider that the value of an investment made today
will double in only 10 years if it is earning seven percent annually.

Two factors should be clear:
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1) It will be less expensive to shut down Watts Bar 1 if it has not been fueled
2) Even is it is fueled and tested, it will still be significantly less expensive to shut
it down sooner rather than later.

Won't TVA's payments to its nuclear decommissioning fund cover those costs?
A preliminary review of TVA's financial statements indicate it is highly unlikely
that TVA is accurately funding decommissioning accounts. The TVA 1994 Annual
Report lists a fund balance of $264 million. Additionally, the TVA's Annual
Report of Public Electric Utilities states that the decommissioning provision for
Brown's Ferry is $190 million/unit and $150 million for each Sequoyah unit (1990
dollars). If TVA's WB1 decommissioning estimates are similar, they will clearly
encounter severe financial problems at the plant's end-of-life.

Why is decommissioning cost estimation important?
Accurately accounting for nuclear decommissioning costs is important for several
reasons. First and foremost is so that TVA can establish and properly fund
decommissioning accounts now to ensure the required funds are available when
they are needed. Failure to do so may result in huge rate increases for TVA
customers or Federal bailouts at the time of decommissioning. The second reason
is so that electricity costs and rates accurately reflect the full cost of generating
electricity from nuclear power.

Data sources:
* State of New Hampshire, Nuclear Decommissioning Finance Committee,

Docket No. 93-01. Prepared testimony of Bruce Biewald and William W.
Dougherty on behalf of the Office of Consumer Advocate. September 14
1994.

* The Energy Journal. Volume 12, Nuclear Decommissioning Issue. 1991.
* EIA-412. TVA. Annual Report of Public Electric Utilities. 1993.



$ 555,420,831

$ 578.624.760
$ 601,828.688

$ 625,032.617

$ 648.236,546

S-_ 671.440.474

* 694 644,403

$ 833.131.246

$ 867.937.140
$ 902.743,033

$ 937,548.926

$ 972.354,819

$ 1.007.160.712

$ 1.041.966,605
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15 2011 903.479,761 1 1.355;219;6421 86453S-7451 1;,2968w61; 1 ;6;0;434055 2416115108
16 2012 $ 926.683.6b0 $ 1.390.025,5351$- 89,477,2731 $ 1.335,715.909 1 1,708.676,604 1 2,563.014,906
17 201 $ 949.87,619 $ 1.424,831,4281$ 916,418,8011 $ 1.374.628.201 $ 1.812.564,1421 $ 2,718,846,212
18 2014 $ 973,091,548 $ 1.459.637.321 I OD2.%fl329 I 1.4130 tAnAn's I A I 7 - - ,^ -

19 2015 5 996,295.476 I 1.494.443,214 5 968.301,857 $ 1.452.452,785 $ 2,039.672,338 5$ 3,059,508,508
20 2016 $ 1,019.499,405 $ 1,529,249,107 $ 994,243,385 $ 1.491,365,077 6 2.163.684,417 $ 3,245.526.625
21 2017 $ 1,042.703,334 $ 1.564.055.001 $ 1,020,184,913 S 1.530,277,369 $ 2,295,236,429 $ 3,442,854,64
22 2018 $ 1,065,907.262 $ 1,598,86v0.8 $ 1.046,126,441 $ 1.569,189.661 $ 2,434,786.804 $ 3.652,180,206
23 201 t t,089,t1t,191 $ 1,633,666,787 $ 1.072.067,969 $ 1,608,101,953 S 2.582,821,842 $ 3.874,232,762
24 2020 $ 1,112,315,120 $ 1.668,472,680 $ 1,096,009,497 $ 1,647,014,245 $ 2,739.857,410 $ 4,109,786,114
25 2021 $ 1,135,519,048 $ 1,703,278,573 $ 1.123.951.025 $ 1.685.926,537 $ 2.906.440.740 $ 4,359,661,110
26 2022 $ 1,158,722.977 $ 1,738,084,466 * 1.149,892,553 $ 1,724,838,829 $ 3,083.152,337 $ 4.624.728,506
27 2023 $ 1,181.,26,906 5 1.772,890,359 $ 1.175.834,081 $ 1,763,751,121 t 3.270.607.999 $ 4.905,911.999
28 2024 $ 1,205,130,835 $ 1.807,696,252 $ 1,201.775,609 $ 1,802.663.413 $ 3.469.460.966 $ 5.204.191,448
29 2025 $ 1.228,334,763 $ 1.842,502,145 $ 1,227,717,137 $ 1.841,575,705 $ 3.680.404,192 $ 5,520,606,288
30 2026 $ 1.251,538,692 5 1.877,308,038 $ 1,253,658,665 $ 1,880,487,997 $ 3.904,172,767 $ 5.856,259.151

NOTES:
Method 1: Skmple regression.
Method 2: Mui-vabb eressin.
Method 3: 1993 athemtlc avem .
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