October 14, 2008

Mr. and Mrs. Gordon R. Woodcock
1709 Willowbrook Drive
Huntsville, Alabama 35802

Dear Mr. and Mrs. Woodcock:

On behalf of the Nuclear Regulatory Commission (NRC), | am responding to your concerns
about the Tennessee Valley Authority’s (TVA) Combined License Application (COLA) for two
AP1000 nuclear reactors on its Bellefonte site in Alabama as requested by Senator Richard
Shelby. In your letter to Senator Shelby, you express your concern that TVA has not disclosed
its financial costs in its COLA and that TVA may not be financially able to build and operate two
new reactors.

On October 30, 2007 the TVA submitted to the NRC a COLA for two AP1000 reactors at the
Bellefonte site. The staff issued an acceptance letter to TVA on January 18, 2008. The NRC
staff reviewed the application and performed a completeness review. This review was intended
to ensure that the applicant, TVA, submitted all of the information required by the applicable
regulations. The NRC staff found that TVA submitted sufficient information for the NRC staff to
start its detailed technical and environmental reviews including the financial assurance review.
The purpose of the NRC'’s financial qualifications regulations is to assure that licensees will
conduct their operations safely. The NRC does not regulate commerce, but does require
reasonable assurance that the proposed reactors can be built, operated, and eventually
decommissioned safely. This standard does not include any financial review concerning
profitability or investor confidence.

Restricted Data is information concerning design, manufacturer or utilization of atomic weapons,
the production of special nuclear material or the use of special nuclear material in the production
of energy, but not including information that has been declassified or removed from the
restricted Data category pursuant to Section 142 of the Atomic Energy Act. Therefore, when
TVA states in the COLA that the application does not contain restricted Data, they are referring
to information that meets the definition of Restricted Data in the regulations. Proprietary
Information includes trade secrets and commercial or financial information obtained from a
person and privileged or confidential. As part of its application, TVA requested that most of the
financial information in the application be withheld as proprietary. TVA submitted an affidavit
explaining how this information qualifies as proprietary. The NRC staff reviewed the affidavit to
ensure that it was complete and contained all the regulatory requirements. The NRC staff
determined that the information that TVA asked to be withheld from public disclosure contains
financial information that is confidential or privileged. However, the NRC staff ensured that the
public has access to as much information as possible regarding the basis for regulatory
decisions by making the nonproprietary portions of the submission available to the public.

The NRC staff is reviewing the TVA COLA. The current review schedule estimates that the
environmental review will be completed by January 2010 and the safety review, which includes
the financial review, will be completed by March 2011. For the financial review, the staff will use
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the process described in Sections Ill.1.a and b of NUREG-1577 Rev. 1, “Financial Qualifications
and Decommissioning Funding Assurance.” A mandatory hearing will follow after the
completion of the NRC staff’s technical reviews. There will also be a hearing conducted by one
of the Commission’s Atomic Safety and Licensing Boards on contentions submitted by members
of the public and admitted for adjudication. Also, the Advisory Committee on Reactor
Safeguards will submit a report to the Commission on its position with regard to the TVA COLA.
Then the Commission will make a decision on whether to issue a combined license (COL) to
TVA for two AP1000 reactors at the Bellefonte site. The Commission, among other things, must
determine if TVA is technically and financially qualified to engage in the activities authorized,
before the COL is issued.

For more information on the TVA COLA you can find the applicable reference documents, the
applicant’s (non-proprietary) documents, the application review schedule, and other information
at http://www.nrc.gov/reactors/newreactors/col/bellefonte.html#appReviewSchedule.

| trust that the information provided above on how the NRC is addressing the TVA COLA will
resolve your concerns regarding the NRC’s process for licensing new reactors and how financial
assurance is addressed.

Sincerely,

/RA Bruce S. Mallett Acting for/
R. W. Borchardt

Executive Director
for Operations

cc: Senator Richard Shelby
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