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Speaker Smith and Senate President Pro Tem Shumlin Name Decommissioning
Bill as a Top Priority for 2010 Legislative Session

Montpelier, Vt. — Less then a week after the Nuclear Regulatory
Commission (NRC) raised concerns with the inadequacy of Vermont
Yankee’s decommissioning fund, Speaker Smith and President Pro Tem
Shumlin vowed to place another decommissioning bill on Governor
Douglas’ desk at the beginning of the 2010 legislative session.

The leaders called on Governor Douglas to join them in their support for
this important piece of legislation.

“We are pleased that the NRC has joined the Vermont legislature in
voicing its concern with the decommissioning fund shortfall for Vermont
Yankee,” said Speaker Smith. “It is a shame that Governor Douglas
chose to veto the legislature’s decommissioning bills but we intend to
move forward by crafting legislation to protect Vermonters from what is
clearly a potentially significant financial risk.”

In addition to the NRC’s concerns is a recent report by the

Associated Press, which found that the companies, including Entergy,
that own almost half the nation’s nuclear plants are not putting aside

an adequate amount of money to properly close the reactors once they
shut down and a Bloomberg report indicating that the shareholders of
Entergy intend to move ahead with spinning off Vermont Yankee. The
Vermont legislature passed the decommissioning bill in order to protect
Vermonters from a significant financial risk if the present owner of
Vermont Yankee, Entergy Corporation spins off the plant to a highly
leveraged company, Enexus. If this spin off occurs, and the
decommissioning fund is inadequate, Vermont will be left with no assets
to pursue and Vermonters will be stuck with the responsibility of
cleaning up the plant.

The legislature’s previous decommissioning bills would have held the
shareholders of Entergy to the promise they made upon acquisition of the
plant by requiring the corporation to have enough assets and financial
guarantees to pay for restoration of the site upon the closing of

Vermont Yankee. Ifthe decommissioning fund is inadequate at the time
of sale, additional funds, a letter of credit or other guarantee from
Entergy will be required. If the fund is adequate, nothing further will

be required.



“The concerns of the NRC, the AP report and the Bloomberg report
highlight the necessity of the legislature’s decommissioning bills,”
said Senator Shumlin. “We will begin work on another bill as soon as
the legislative session resumes and I hope that this time Governor
Douglas will support our work and place the interests of Vermonters
ahead of the interests of the shareholders of Entergy.”

A letter from the NRC to Entergy regarding the status of the
decommissioning fund is attached and the AP and Bloomberg reports are
copied below.

HiHt

AP IMPACT: Funds to shut nuclear plants fall short
By DAVE GRAM and FRANK BASS Associated Press Writers
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((AP Photo/Toby Talbot))12345»VERNON, Vt.— The companies that own
almost half the nation's nuclear reactors are not setting aside enough

money to dismantle them, and many may sit idle for decades and pose
safety and security risks as a result, an Associated Press investigation

has found. The shortfalls are caused not by fluctuating appetites for

nuclear power but by the stock market and other investments, which have
suffered huge losses over the past year and devastated the plants'

savings, and by the soaring costs of decommissioning.

At 19 nuclear plants, owners have won approval to idle reactors for as
long as 60 years, presumably enough time to allow investments to recover
and eventually pay for dismantling the plants and removing radioactive
material. But mothballing nuclear reactors or shutting them down
inadequately presents the most severe of risks. Radioactive waste could
leak from abandoned plants into ground water or released into the air,

and spent nuclear fuel rods could be stolen by terrorists. During the

past two years, estimates of dismantling costs have soared by more than
$4.6 billion because rising energy and labor costs, while the investment
funds that are supposed to pay for shutting plants down have lost $4.4
billion in the battered stock market. The power companies have been
hammered by the same declining market returns as colleges, companies and
private investors. Industry critics say reactor owners weren't saving
enough even before the financial collapse, and that federal regulators
have not held the industry to a high enough standard. Federal regulators
are expected to release a report later this week that will describe

shortfalls at 30 of the nation's 104 nuclear plants and ask operators

for details about how they plan to resolve the problem.



The amount of money set aside for dismantling the plants has decreased
at nearly four of every five reactors, according to an AP analysis of
financial records provided every other year to the Nuclear Regulatory
Commission. The government could force plant operators to set aside more
money. Plant owners say they have several ways to close the gap. In
addition to idling the plants, the government can simply extend licenses
to operate them. And investments could recover in the years to come.
Industry officials say a 6 percent annual rate of return is a reasonable
long-term goal. Most nuclear plants will be operating for several more
decades and will be able to recoup their fund losses, said Steve
Kerekes, a spokesman for the Nuclear Energy Institute, a trade group.

Nuclear power critics say those plans are not enough. "No one at the
NRC wants to acknowledge what is absolutely obvious to us, that the
funds are inadequate and that the industry has bare assets," said Arnold
Gundersen, a retired nuclear engineer and decommissioning expert. Those
critics say the industry is making assumptions about their investments

that do not account for another market collapse, political obstacles to
getting the licenses renewed and unforeseen safety problems that could
make nuclear power less palatable.

Last week, British officials reported on a 2007 leak in a cooling tank

at the decommissioned Sizewell-A nuclear plant. If the leak had not been
promptly discovered, officials said, nuclear fuel rods could have caught
fire and sent airborne radioactive waste along the English coast,

harming plant operators or the public. The average cost of dismantling

a nuclear reactor is now estimated now at $450 million. The average
plant owner has about $300 million saved up for the job. Typically, the
money is raised through a small surcharge on electric rates.

NRC records show utilities are trying to close the gaps:

—Owners at 19 plants have won approval to mothball reactors for as
long as 60 years. A method called Safestor has been approved for
reactors including the three Palo Verde units in the Arizona desert and
the Three Mile Island 1 reactor near Harrisburg, Pa. Under this method,
radioactive fuel is removed from the reactor and the spent fuel storage
pool and is stored in dry casks on plant property. Plant systems are
drained of water, and the remaining radioactivity in the plant is left

to decay until the facility is dismantled.

But some analysts worry the utility companies that own nuclear plants
might not even exist in six decades.

"Our concern is that they'll just walk away from it," said Jim Riccio,

a Greenpeace nuclear policy analyst. "It's like a sitting time bomb. The
notion that you can just walk away from these sites and everything will
be hunky-dory is just not true."



—The operators of 54 nuclear plants, or more than half in the U.S.,

have already received 20-year license extensions. Sixteen more are being
reviewed, and the commission expects to receive 21 more applications in
the next several years.

To date, the NRC hasn't turned down any license extensions.

While companies ask for extensions for other reasons—primarily to

keep producing power and making money—some companies have explicitly
told shareholders they will use license extensions to meet their
decommissioning obligations.

—Some plants are calculating growth projections for their investments

with an annual return of 6 percent. While that is roughly what leading
market indexes make over decades, the NRC found plant owners lost an
average of 13 percent over the past two years.

In Texas, state rules govern utilities' investments, said Ashley Monts,

a spokeswoman for Luminant Corp., which owns two nuclear plants near
Glen Rose, Texas. Five years before a plant is set to close, she said,
Luminant is required to have 60 percent of the cost available. Two and a
half years out, the gap must be completely closed.

Luminant has about $385 million set aside to close its two plants in

2030 and 2033. Two years ago, that figure was $439 million. The cost of
decommissioning the reactors is $824 million, almost $90 million than
was estimated before.

—Plant operators appear to benefit from NRC rules that don't require
them to set aside money to store old nuclear fuel, demolish buildings,

or return the plant sites to pristine states. Although some states

require a full site restoration, the federal government does not.

The Callaway Unit 1 reactor near Fulton, Mo., reported in March that
meeting the NRC savings target for decommissioning would leave it far
short of the real cost of cleaning up the site.

It began with a story similar to those told by other plants: The cost

to meet the minimum federal requirement for decommissioning rose from
$358 million to $406 million in two years. Its savings to pay for it
dwindled from $268 million to $236 million. But a detailed study of the
cost of decommissioning Callaway showed something far worse: The federal
savings target was about $288 million less than what it would actually
cost for a full dismantling, cleanup and safe storage of spent nuclear
waste.

The waste disposal problem has become especially acute since the

federal government scrapped plans to store nuclear waste at a secure
facility in Yucca Mountain, Nev. Instead, radioactive fuel rods are now
stored in large concrete and steel canisters on plant grounds that are
guarded around the clock and tested often for leaks. The Vermont Yankee



plant, in southeastern Vermont along the banks of the Connecticut River,
was hailed as the future of power production for New England when it
opened in 1972. Its license is set to expire in 2012, and its
decommissioning fund has less than half the money expected to be needed.
As recently as December 2007, the fund held $416 million. Now it stands
at about $384 million—a rebound from where it stood a few months ago
but not even close to the estimated $932 million it will eventually cost

to dismantle the plant. Entergy Corp. is seeking a 20-year license
extension for Vermont Yankee, and is hoping to have enough money in the
fund to decommission the plant in the 2030s. Jay Thayer, the plant's

vice president for operations, said that if the decommissioning fund
continues to perform poorly, the company may ask for permission to idle
the plant for as long as 60 years under the Safestor program. That would
put off the dismantling until 2092.

Entergy CEO Says Financing Won’t Hinder a Spinoff (Updatel)
By Tina Seeley

June 22 (Bloomberg) -- Entergy Corp.’s plans to spin off six nuclear
reactors including Indian Point in New York should be able to proceed
because credit markets have eased, Chief Executive Officer Wayne Leonard
said.

Entergy, the second-biggest U.S. operator of nuclear power plants, is
focused on getting approval from New York regulators, Leonard said.
“Now the market is greatly improved,” Leonard said in an

interview in Washington on June 19. “We had some investors this week
that were making the point, ‘I don’t think you’d have any trouble

raising $4.5 billion for these kind of assets.’”

New Orleans-based Entergy announced in November 2007 plans to create a
company, Enexus Energy Corp., which would have almost 5,000 megawatts of
nuclear generation, including the two- unit Indian Point power plant in
New York.

Entergy said in October 2008 that the “unprecedented situation in the
financial markets” was affecting timing of the spinoff. The company

said then it was trying to complete the deal by the end of 2008.

Before the transaction can be finished, the company must get permission
from theNew York Public Service Commission to change the ownership of
its Indian Point and FitzPatrick reactors in that state.

“We’re kind of bogged down a little bit, have been bogged down, in

part because we haven’t really pushed it because the market was not

really open,” Leonard said of the New York process. The state’s



“position also has been, ‘Why are we working on this when you
can’t finance it anyway?’”

Regulators in New York are concerned that the spinoff company would
have a credit rating below investment grade, unlike the parent company,
said Leonard. That issue focuses on the Indian Point plant, located 40
miles (64 kilometers) north of New York City. Attorney General Andrew
Cuomo is among state officials who have called for Indian Point to be
closed, saying it would be too difficult to evacuate all the people in

the surrounding area in case of an accident.

Entergy delivers electricity to 2.7 million customers in Arkansas,
Louisiana, Mississippi and Texas, according to its Web site. Entergy

fell 23 cents to $76.64 at 4 p.m. in New York Stock Exchange composite
trading. Entergy is down 38 percent from its 52-week high of $122.84 on
June 23, 2008.

Entergy said when it announced the proposed spinoff that the move would
help shareholders, who would get shares in the new company and realize
the “full value” of the nuclear plants. The company said in April

that it was looking at the “lower end” of its earnings guidance for

the year as demand for electricity has softened.

Demand will still be down next quarter, Leonard said. “I don’t know
that we’ve seen quite the bottom of our service territory yet,” he

said. “The rest of this year is going to be tough.” Entergy has

said the new nuclear company would need to borrow about $4 billion to
buy the reactors in New York, Vermont, Massachusetts and Michigan. The
new company might not be a “straight” spinoff, he said. “As we

get closer to it, there will be a lot of fine- tuning done to the exact
structure, what it looks like,” he said. “It might not be a total

spin. It might not be financed exactly in this kind of way, with exactly
these kind of straight debt instruments. There may be other things that
will add value and be a little more complicated for the market to
understand.”

The transaction may be completed as early as the end of this year or
the beginning of 2010, Leonard said. “Investors are getting, I think,
a little impatient,” he said. “Our board’s getting a little

impatient. It’s gone on a long time.”

Leonard said investors should realize that, unlike a pending merger,
they already own the assets during the delay. He likened it to a child
eyeing his gifts on Christmas Eve. “It’s yours, you just don’t

have it today,” he said. “It’s still yours, it’s got your name

on it.”
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