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Article I - Statement cf Work

1.0 Backnround

The NRC has recently begun to examine all aspects of nuclear facility

decommissioning. One such aspect concerns evaluating available alter-

natives to assure that licensees will have adequate funds to decosmission

t heir nuclear f acilities. For reactor licensees, several alternatives
..

have been suggested. fiRC could require the following: (1) f|othing, by

assuming inat reactor licensees have sufficsent long term f;nancial

strength to be able to generate necessary funds at decormissioning; (2)

Pcy.nent of funds at the time of reactor licensing, either in cash or

licuid assets, sufficient to cover all estimated decommissioning cost;

(3) Annual payment of funds financed through cepreciation (negative

salvage) over the projected life of the reactor; (4) Frovision of surety

bonding or other financial instruments such as dcdicated letters or

lines of credit; (5) A pooled approach which could cover oither total

deconmissioning costs for all licensees or only that portion of total

costs not met by the licensee as e re' ult of its efault. Such a pool

could be edministered by fiRC, by the current nuclear insurance pools

( A' :, l'.AELU/f4AERP,or fWL), or by some other body; (6) Decon,missioning

ces is paid out of gen:ral treasury f unds by the federal covern:.ent

ei .er through general revenues or through a Necommissioning tax"

ir. osed on licansees. In addition, several tr-iations end ce::binations

e' Se above al terna tives exist

52S 303
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Trie :Z r::st t valua tt tbse elterrmtives enc i es* 'i ely ..111 orc ost
-

cec onmssioning will
regulations providing f or assuranc.e that f unds f or

NRC policy on funding decorrmissioning will have to take .

be avi.ilable. the
into account the degree of assurance that various options provide,

v a l t.e , the
direct cost of the various options as n.easur ed ir present

direct
equity ir: pacts on present versus future ra te-payers, and other in

f actors such as adminis cative complexity, institutional feasibility,
.

etc.
..

With respect to alternatives 2 and 3, the present vclue of f unds set

aside at the beginning or collected over the lif e of a nuclear reactor
' f o r a ny

can vary significantly depending on the structure of the fi'
For f unds r ar;,ing interes; , the

given level of decorraissioning cost.
it

fund will grow at one rate if invested in the a tets of the licensee;
ities.

will grow at enother rate if invested in high-o ality corporate secur

and at a yet another rate if invested in tax-free state end municipal

Because of a ca nounded rate of reti m t,ser the 3C-40 year termbonds.

of the license, even greater di parities in present value occur.s

Addition 311y, changing inflation rates will also af fect the value of the
funds by the IRS and

f und as will the tax treatc.ent af forded dif f erent
Finally, a utility's accounting procedures,state taxing authorities.

using either " flow-through" or ' normalized" epproaches to income tax
to the

liabilities, will afie:t the present .elue, ar.d thus the cos t

rete-payer, of the option cnosen.

E, ' " g0
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Administratively, investor-owned utilities are regulated by their state

public utility commis< ions (PUC's) and, if they engage in interstate

operations, by the Federal Energy Regulatory Cev. mission (FERC). 'he I;RC

should not expect or desire to establish decommissioning policy in -

sufficient detail to impinge on or conflict with state and federal rate-

making authority. This situation is complicated by public utilities

(i.e.,municipals cosperatives, and state and federal agcncies), which,

although they are not of ten regulated by state PUC's or TERC, interface

extensively with investor-owned utilities in the joint ownership of

nuclear power plants. Further, in fiew England multiple owners of a .

nuclear power plant may be incorporated in different states, thus subjecting

one plant's decmmmissioning costs to regulation by several state PUC's.

The extent to which this complex ownershio/reculatory structure combined

with the fundino parameters discussed above affects the methods the fiRC

should inclement to assure the availability of decoc.missionino funds is

l_he primaryy probl em to which_the_ tiRC_shoul d addres_s_i_ts_el_f

2. 0 30 rk_Re_qu_i r_e_ d

The flew Engl.:qd Conference of Public Utilities Coc.missioners, Inc.

shall examine the problems as outlined above within the context of the

flew England regulatory environment end the structure of ownership of

actual nuclear power facilities in |:ew England. (i.e., ibine Yankee,

Vermont Yankee, f4illstone 1 & 2, Pilgrirn 1, and perhaps others at the

concurrence of the I;RC Staff and the contractor) The study shall consist

525 310
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of two phases. The first phase shall be an examination and evaluation of

current analyses of methods for assuring funds for decor.nissioning. At

a minimum, the contractor shall evaluate those sources contained in part

B of the enclosed reference sheet. Evaluation of additional sources may

be performed after the joint recorrmendation of the contractor and the

NRC task leader. The evaluation shall consist of confiming the methodology .

used in the abne-referenced reports, discussing their relevance 'o the

fiew England utilities, and suggesting any alternative methodology which

in the opinion of the contractor would be generally appropriate. Such

evaluation shall be thoroughly documenbed and shall include a sumr.ary

section addressed to those not versed in public atility accounting

methodology.

The second phase shall consist of the contractor applying the methodology

confirmed or developed in the first phase to rate impact studies modeled

after the flew England utility and rate environment. Assuming for this

study decommissior ing cost of $50 million in 1978 dollars and a reactor

life of 35 years, considering both immediate dismantlement and dismantlement

delayed for 30 years, and using the parameters discussed above (i.e. ,

variations in inflation rates; in interest and discount rates; in

accounting methodolouy; and funding either at cocaissioning, at decorrais-

sioning, or over facility life), within the complex mix of ownership found in

New England, using a sample of actual facilities, the contractor shall

perfcrm sensitivity anaiyses of alternative rate case scenarios. The

contractor shall determine whether variations in decommissioning cost

%?C ?f .
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estimates in the range of - 50'i to ' 100; will af fect the relative cost
cases. Theof specific rate case scenarios considered in the test

Contractor's findingr, shall be presented both in constant 1978 dollars

and in raninal dollars. In addition, the Contractor shall address

potential institutional / administrative problems including but not limited

to: (1) repr iate mechanisms for paynent of deconciss1oning costs by

small-percentage owners of nuclear power plants (e.g. , payment into

individual trust funds or payment through the lead applicant into or a

trust fund per plant); (2) appropriate .rgechac. isms for maintenance of

funded reserves (i.e. , Are there any unique legal, institutional, or tax
..

barriera to a lead applicant holding reserves in a trust fund or through

depreciation reserve to which smaller percentage owners would contribute?),

and (3) situations such as with Verr.ont Yankee where ownership contracts

are shorter than unit life. Tne work called for in the above statement

of work shall be performed in accordance with the Contractor's proposal

dated February 2,1979. The Contractor's proposal referenced above is

incorporated herein oy this reference except that the period of

performance is revised as set forth in Article II.

3.0 Renort ina Requi rements

The Contractor shall prepare and submit the following reports to the

Cormis3 ion. One (1) copy of each report shall be submitted to the

Contracting Of ficer and two copies to the Contracting Of ficer's Authorized

Representative (COAR). All reports shall be prepared in accordance with

fiRC Manual Chapter 3202.

L ') t ?)3
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A. The Contractor shall submit monthl/ lettei progress reports which

shall describe the status of the project, nob progress to date,

identify anticipated problems, and specify costs incurred to date.

These reports shall be submitted within (10) working days after the

end of each month.

The Contractor shall provide a report of approximately ten (10) pagesB.

on the first phase of the work. This report is due by August 31, 1979.

A draft report on the phase two portion of the project shall beC.

provided by October 31, 1979 and the phase two report shall include

an executive summary of approximately ten (10) pages and a report of
..

approximately fifty (50) pages plus an appendix of supporting data and

calculations.

D. The final report due by December 15, 1979 and shall be in a form

suitable for photostatic reproduction.

4.0 Meetinas and Travel

The Contractor shall be prepared to meet in liashington, D. C. twice for

one day each trip to discuss the results of his study.

5.0 NRC - Furnished Material

The NRC shall furnish the following material.

o \ ~''-oL
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References to be fon;arded to Contractor

A. For General information

1. Technology, Safety, and Costs of Decormissionino a Reference
Pressur j 7cL ater Reactor Dower StatT6n~~(~t'LTREri/CV 130fRTT. SaiiTh,W

et al. , Battelle Pacific liorthwest Laboratory, June 1978.

2. Letter from Charles A. Zielinski to Robert G. Ryan dated January 7,
1978 re flew York approach.

3. Letter from T. K. Deboer to Robert Bernero dated September 1,
1978 re flew York approach.

4. Letter from Helen O' Bannon to Robert Bernero dated October 11,
1978 re Pennsylvania approach.

5. Decision by Borad of Public Utility Commissioners dated
September 1,1977 concerning in part the method of providing for
the decorraissioning of nuclear power planis by Jersey Central Power
and Light Company.

6. Decommissionino Cost Analysis Computer Routine, Barry Mingst
LLWB/I; MSS / fiRC.

7. Costs and Financina of Reactor Deconmissioning; Some Considerations
Vincent L. Scnwent, California Energy Consiis~i~66, September 19/8.

8. Plan For Reevaluation of fiRC Policy on Decommissionina of I;uclear
Faci 1ities; TIILIREG O'4367, Marcn 197H, 0. vision of Lngfn~ie~r~iiifStindiFlis,~T

~^

~ ~~

0ffice of Standards Development, U. S. 11RC.
~

B. For evaluation by contractor

1. Analysis of Deconmissioning Arkansas fluclear One - Unit 1.
Report prepared by Arkansas Power & Lfght Company for tne Arkansas
Public Service Commission dated August 10, 1977.

2. Financino and Accountir.a Alternatives for Decommissionina t;uclear
Plants, by Preston A. Colliils, Sirii~or~ C6isliiting Engineer, Gilbert

~ ~~~

Associates, Inc. Presented at r;cw Orleans, Louisiana, September 28,_

1978 to the Southeastern Electric Exchange.

Factors Affectina t;uclear Power Generatina Station Decommissioninc3.
~0

- Barrie McLeod~ptioiis aiid De~doh5issionino Cost Recovery, Dr. ti.
and Mr. R. Joa Stoliki,-~t;US Co7p6ri9on~.~~ Presented to: Members

~~

and Conferees of the f;ARUC Subconcittee of Staff Experts on
Accounting, Seattle, Washington, September 13, 1978.

- t A
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Article II - Period of Performance

The perir d of performance shall ccmence on the effective date of this

contract, estimated to be July 1,1979, and continue for a period of

six I6) months thereaf ter, to an estimated completion date of December 31,
.

1979.

Article III - Consideration

1. It is estimated that the total cost to the gc .ernment for full

on a ccsc reimbursementpeformance of this cuntract will be $50,000.00

basis with no fee involved. ,

2. Total f unds currently available for payment and allotted to this
.

c ontract are $50,000.00. For further provisions of funding see the

General Provisions Clause No. 4, entitled " Limitation of Costs".

3. It is estinated that the amount currently allotted will cover

performance of this contract which 12 estirnated to be completed within

six (6) months from the effective date of the contract.

Article IV - Allowable Cost /Comoer'sation

Allowable cost and compensation for the Contractor's services under this

contract shall be determined in accordance with General Provisions Clause

No. 5, entitled, " Allowable Cost, Fee, and Payment," in Appendix A hereto

and shall constitute full and complete compensation for the performcoce

of the work under this contract.

Article V - Key _ Personnel

Pursuant to Clause No. 40, Key Personnel, the follo';ing individual is

considered to be essential to the work perfortred hereundcr:

Andrew Niven

E,7h. 3k)
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Article VI - Techaical Directior. and Authorized Representative

The following authorized representative will represent the dovernr,ent

for technical aspects of this contract:

Robert S. Wood

The authorized reoresentative is not authorized t_o approve or request any

action which results in or cou'd result in an increase in contract cost.

Any such action must receive the prior written approval of the Contracting

Officer. .

The authorized representative is responsible for: (i) Monitoring the _

Contractor's technical progress, including the surveiilance and assersment

of performance and recommending to the Contracting Officer changes in

requirements; (2) interpreting scope of work; (3) performing technical

evaluation as required; (4) performing technical inspections and

acceptances required by this cor: tract; and (5) assisting the Contractor

in the resolution of technical problems encountered during performance.

Within the purview of this authority, the representative is authorized

to approve payment vouchers for supplies / services required under the

contract. The Centracting Officer is tesponsible for directing or

negotiating any changes in terms, conditions, or amounts cited in the

con t ra ct.

for guidar e from the authorized representative to the Contractor to be

valid, it must: (1) be consistent with the description of wor!: set forth

in this contract; (2) not constitute new assignment o' work or change to the

expressed terms, con'litions, or specifications incorporated into this contract:

(3) not constitute a basis for an extension tc the period of performance or

contract delivery schedule; (4) not constitute a basis for any increase in

}}hthe contract cost.
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Article VII - General Provisions / Alterations

A. This contract is subject to the provisions of Appendix A, General

Provisions, Cost-Type Research and Development Contract with Concerns -

Other than Educational Institutions, dated Febuary 15, 1978, which is

attached hereto and by this reference made a part hereof.

f. In addition to those general provisions set forch in Appendix A hereto

which are by their terms self-deleting, the following deletions and/or

modifications to Appendix A are as -follows:

1. Clause 23 entitled, " Nuclear Hazards Indemnity - Product Liability" ._

is deleted in its entirety.

2. Clause 53 entitled, " Private Use of Information and Data" is

deleted in its entirety.

s,I>n
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