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HYDROELECTRIC RELICENSING AND
NUCLEAR ENERGY

WEDNESDAY, JUNE 27, 2001

HOUSE OF REPRESENTATIVES,
COMMITTEE ON ENERGY AND COMMERCE,
SUBCOMMITTEE ON ENERGY AND AIR QUALITY,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:15 a.m., in room
2123, Rayburn House Office Building, Hon. Joe Barton (chairman)
presiding.

Members present: Representatives Barton, Cox, Largent, Burr,
Shimkus, Wilson, Shadegg, Pickering, Bryant, Radanovich, Bono,
Walden, Tauzin (ex officio), Boucher, Sawyer, Wynn, Doyle, John,
Mﬁgrke;y, McCarthy, Strickland, Barrett, Luther, and Dingell (ex
officio).

Staff Present: Jason Bentley, majority counsel; Andy Black, pol-
icy coordinator; Dwight Cates, majority professional staff; Peter
Kielty, legislative clerk; Elizabeth Brennan, Intern; Sue Sheridan,
minority counsel; and Eric Kesster, minority professional staff.

Mr. BARTON. The subcommittee will come to order. We want the
record to show that the reserve recording clerk got here before the
primary recording clerk. So we are appreciative that you were able
{:)o %ome. You got here quicker than the person who is supposed to

e here.

We are going to hold our hearing today on hydro relicensing and
nuclear energy. This is another in a long series of hearings that we
have held on national energy policy. As yesterday’s Wall Street
Journal reported, the Nuclear Regulatory Commission is about to
be inundated with license renewal applications from many of our
Nation’s 103 nuclear power plants. Those applications are ex-
tremely important to our Nation’s future. If the NRC determines
that these plants should have the licenses extended, we can be as-
sured many more years of safe and reliable electricity generated
from nuclear power. One topic of today’s hearing is the readiness
of the NRC to handle those applications properly, whether Con-
gress should make any changes to NRC and relevant law in order
to handle this coming relicensing application search. I would like
to ki):hank all of our witnesses today who are going to speak on that
subject.

I want to particularly thank Chairman Meserve of the NRC, who
greatly altered his schedule to appear before this subcommittee. He
was in Atlanta yesterday, in a retreat with a professional staff, and
changed his schedule to appear here, and we appreciate that.

o))
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I would have to say that the Wall Street Journal’s line drawing
that you viewed in a recent issue does not do you justice. But your
wife may like it; I don’t know.

There are several other nuclear issues that deserve our attention.
The NRC might also begin to receive applications, believe it or not,
for new nuclear power plants or expansions of existing capacity. We
have before the subcommittee today representatives of some of
those potential applicants and other interested parties. The ques-
tion might be, is the NRC ready for new applications? What laws
will affect our ability to get a fair, science-based, and timely an-
swer to those permit applications if they do come?

The subcommittee has also got a history on these issues of acting
in a bipartisan fashion on such things as taking the Nuclear Waste
Fund off budget and looking at comprehensive legislation dealing
with Yucca Mountain. We are going to await a recommendation
from the scientists at Yucca Mountain and then from the Secretary
of Energy before we begin to move a bill on high-level nuclear
waste. This subcommittee is not going to be complacent while we
are waiting.

I personally think we should act again, and very soon, to take
the Nuclear Waste Fund off budget, so that the ratepayers who
have paid their money into this fund over the last 20-some-odd
years actually get what they paid for.

Finally, at some point the subcommittee is going to reauthorize
the Price-Anderson Act which lapses in August 2002, which is next
year. There are many in the industry that think one of the most
important signals that Congress could send in this session would
be to reauthorize Price-Anderson.

This is an issue that we are going to make a decision on as to
when to take it up, in consultation with our Minority members, but
we are going to take it up at some point, hopefully this year.

Next we are going to look at hydroelectric power. There are many
dams licensed by the Federal Energy Regulatory Commission that
are also coming up or are up for relicensing very soon. Congress
should review the relicensing process to make certain that all who
submit an application for renewal can receive a timely response,
with appropriate conditions, at an acceptable cost. A recent report
by the FERC indicates the current process may not allow that, and
many licensees have told me that they agree and think that there
are significant reforms that should be enacted on the hydro front.

We have before the subcommittee today a representative of the
Coalition of Hydropower Licensees and the environmental commu-
nity, as well as many others who can testify about the process.

The Chairman of the FERC, Curt Hébert, is not here at the mo-
ment but will be here by 1 o’clock. He has pending business before
the FERC today and has had to change his schedule also in order
to come over and appear before the subcommittee this afternoon.
So I thank him in advance for his willingness to come before the
committee.

Next week is the Fourth of July work period. After that, Con-
gress and this subcommittee will return to aggressive action on en-
ergy. Chairman Tauzin and I have discussed the subcommittee
going straight to work on a series of issues the week of our return.
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We would like to act on conservation, nuclear energy, hydro reli-
censing, clean coal, possibly more.

Very soon thereafter, we want to start hearings and discussions
concerning structural reform of our electricity laws, with a goal of
increasing transmission capacity, improving the operation of our
transmission markets and removing barriers to wholesale and re-
tail competition generation. I am going to be working very closely
for the rest of this summer with all members of the subcommittee
and especially with the ranking member, Mr. Boucher, my good
friend of the great State of Virginia. I am told that he, Mr.
Whitfield, Mr. Shimkus, Mr. Strickland, Mr. Doyle, and others are
soon going to introduce legislation on clean coal technology, and
hopefully that can be drafted in a way that this subcommittee can
look at it officially and support that very timely issue.

With that, I would like to recognize the ranking member, Mr.
Boucher of Virginia.

Mr. BOUCHER. Well, thank you very much, Mr. Chairman. Given
the length of the data we have before us and the number of wit-
nesses who will be testifying before the committee during the
course of this day, I am going to be exceedingly brief in these re-
marks. In fact, this morning I am simply going to make three
points.

First, I think it is vitally important that we take the time which
is necessary to construct carefully the subcommittee’s legislation.
And I am somewhat concerned that the schedule that we have be-
fore us for reporting legislation over the next several weeks is am-
bitious, and so I would simply caution this morning that whatever
time is necessary to carefully to construct the committee’s bills
should be taken.

I appreciate the approach that Chairman Barton has taken to
the subcommittee’s work on the entire range of matters now before
us. At each step, he has consulted and sought recommendations
from our side. He has offered and continues to offer ample oppor-
tunity for this side to participate fully in the drafting process. And
I thank him for taking this approach. I realize that the time con-
straints we are now facing for reporting comprehensive energy leg-
islation is not of his making or, for that matter, of Chairman
Tauzin’s making, but I must voice my concern this morning about
those constraints nonetheless.

Second, and with reference to today’s hearing, I appreciate the
acceptance by the chairman of our request that a markup of the
Price-Anderson reauthorization be deferred until a later time. The
many complex matters that reauthorization will entail will nec-
essarily require more time than is available this summer. It is ap-
propriate that we begin the discussion of those matters this morn-
ing with our two panels of witnesses, and I look forward to their
testimony, which will help to frame the issues we will address at
a later time during the course of this year.

I support and encourage reauthorization of Price-Anderson on
the longer time line upon which we are now operating for this mat-
ter. I would encourage, however, that we act now in order to take
the Nuclear Waste Fund off budget. And I am pleased to hear the
chairman’s remarks in sum on that same position this morning.
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Third, as we address hydroelectric relicensing matters, I want to
urge that environmental concerns be given at least the priority
that they have in the current law. I acknowledge the concerns that
have been expressed by the industry that the existing relicensing
process is time-consuming, cumbersome and costly, but as we seek
ways to address those industry concerns and facilitate the reli-
censing process, we in my view must not diminish the consider-
ation current law requires for the protection of environmental re-
sources.

Thank you very much, Mr. Chairman, for organizing our discus-
sion today, and I yield back and look forward to hearing from our
witnesses.

Mr. BARTON. I thank the gentleman from Virginia.

We would recognize the distinguished full committee chairman,
Mr. Tauzin of Louisiana.

Chairman TAUZIN. Thank you, Mr. Barton, both for this hearing
and for the extraordinary lineup of witnesses who will help us un-
derstand both the nuclear and the hydro relicensing issues that we
will shortly take up. Let me thank my friend, Mr. Boucher, for his
kind words of appreciation and to the process we are trying to exe-
cute.

In the life of our committee, time has always been short. Time
has always been constrained, and we always work under very
tough time lines, and in this case, we will obviously be faced with
a case of that in the next several weeks.

The Nation, however, I think expects us to act. There is, I think,
no larger consumer issue facing America today than the energy
issue. It perhaps even dwarfs the issue that Mr. Dingell and I have
been working on, the broadband issue in the telecom area, and
soon-to-be-introduced third-generation spectrum issue that will
make wireless broadband hopefully available to all Americans.

Because energy is becoming short and prices are beginning to
rise in a number of marketplaces, consumers are keenly interested
in what we intend to do, and not in the long run, but in the short
run, immediately, as soon as we can, to alleviate what many ex-
perts are predicting to be even larger price increases and other
problems and shortages.

In that light, nuclear power and hydro now, to the surprise of
many Americans, provide two of the Nation’s largest sources of
electricity after coal, even larger than natural gas. And while nu-
clear was thought for a while to be on its last leg, there are now
many nuclear companies who are prepared and anxious to relicense
their facilities and execute new plants for construction over the
next decade.

Mr. Boucher, we are talking about a terribly benign environ-
mental way to produce electricity, if it can be done safely, and we
know it can be today. And the question is, will the Nuclear Regu-
latory Commission be prepared for all these relicensing permits,
with 25 percent of staff eligible for retirement, can you handle
what may be a new future for nuclear energy in America? That, of
course, is one of the key questions we will want answered today.

Second, let me thank you, Mr. Meserve, for the several legislative
proposals you have already submitted to us. We have been exam-



5

ining those and sharing them in this process, and we thank you for
those efforts.

Third, let me ask that this hearing also educate us on the ques-
tion whether it is time, in fact, to reauthorize Price-Anderson. And
while we may not be acting on it in this package, do we need to
act on it relatively soon? We are told that the nuclear industry will
not build new plants, unless Price-Anderson is reauthorized. And
because it is set to expire on August of 2002, perhaps we need to
expedite the relicensing of Price-Anderson as soon as we can, fol-
lowing this package.

In the area of hydroelectric, we know that hydroelectric power
produces—has the capacity to produce as much as 12 percent of
this Nation’s electricity, and yet it is only now providing about 8
percent. Out west, it is a critical component; that is, capacity is
one-third of the electric power needed out west at a time when the
West is suffering through shortages of power and potential black-
outs.

We know that the drought out west has reduced that potential.
In fact, we understand it is now down about 15 percent of that ca-
pacity. But when we talk about one-third of a region’s electric gen-
eration capacity, we would be, I think, terribly remiss not to exam-
ine the relicensing process, not to roll back or to diminish environ-
mental concerns, but to ensure that we have a process that is rea-
sonable and gets its power back online, where in fact it can be put
back online in a region of the country that desperately depends
upon this form of energy for so much of its power.

In short, this hearing today is going to educate us as we move
into legislative markup very soon. And Mr. Barton and Mr. Bou-
cher, I want to thank you again for the cooperative way in which
you are approaching this very challenging time for our committee,
and I also want to thank my friend, the ranking member of the full
committee, Mr. Dingell, for the help of his staff and his own guid-
ance as we move forward in trying to find as many bipartisan
agreements we can on this energy package.

Mr. Chairman, I thank you and yield back the balance of my
time.

Mr. BARTON. I thank the chairman, and would recognize the
ranking minority member of the full committee, Mr. Dingell of
Michigan, for an opening statement.

Mr. DINGELL. Mr. Chairman, thank you. I want to begin by ex-
pressing my appreciation to you for the hearing today, and also to
express my appreciation to the chairman of the full committee, Mr.
Tauzin, for the way in which he has been working with me on the
concerns which we share.

I want to say that there are many things that this committee can
do to improve the energy situation in the country. I would note
that none of them will give us a speedy or a quick fix. I also would
note that to move fast may be to move poorly. And I think that the
result of what we do in this process will be more important to do
well than to do in any great haste, because it is doubtful that any
of the things which we will do will have a very immediate impact
on the situation that we confront.

Nevertheless, I and my colleagues on this side are prepared to
work with the leadership, anxious to work with the leadership of
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this committee, and hope to be able to fashion in an expeditious
fashion a good response to the problems which we confront.

I would note that these are problems. These do not constitute a
crisis. I think both sides of the aisle are trying to work together
on a number of issues in an effort to report bipartisan legislation
out of this committee. That is good. I would note that these hear-
ings represent an attempt by the majority to accommodate the in-
sistence of the minority upon having hearings to learn the effects
prior to undertaking legislative action. That is good.

Unfortunately, the process will best result, I think, in a razor-
thin record on issues of great complexity and importance. Those
events may then curtail this committee’s ability to do more than
legislate on the margins of some very important matters. I do wish
to reiterate that I will do the best I can to work with my friend,
Mr. Tauzin, and you and all the members, to try and reach con-
sensus on a number of these matters in the next 2 weeks; although
I note again that I think that that is probably too fast and will lead
to probably fights unneeded, and also perhaps what may be con-
stituted as a political bill as opposed to a real substance approach
to the situation.

In 1987, this committee reported a Price-Anderson bill with a
strong bipartisan vote. I support nuclear power, and I believe that
by and large, nuclear power and that act has served this Nation
well over time. I will note that there are a lot of problems that are
going to have to be addressed in the nuclear situation. I would also
observe that given a thorough examination of the issue, I hope the
committee will again report legislation to reauthorize the act.

Today’s hearing is a good start, but I do not believe the Congress
should act on Price-Anderson without developing the kind of
thoughtful record that supported the three prior extensions in
1965, 1975, and 1988. On the utility side, it may be that the indus-
try needs changes in the law to ensure that new and smaller reac-
tors are not saddled with overly high obligations in the event of an
accident. On the contractor side, it is worth examining whether
DOE should continue to indemnify its contractors for injury to the
public, even when gross negligence or willful misconduct by the
contractor was the cause. Our main concern should be whether the
act continues to serve the public interest. And I think a question
of th:::z1 kind just raised is whether the public interest there is
served.

Turning to hydropower, I have taken a long and a strong interest
in the hydroelectric relicensing process. In the mid-1980’s, I worked
closely with Mr. Markey and a number of other members of this
committee to enact the Electric Consumers Protection Act, which
directed FERC to give equal consideration to fish, wildlife, recre-
ation, and other environmental benefits, something that had been
grossly disregarded both by the statute, by the government, by the
industry, and by the regulatory process in the years since the origi-
nal licensing process had begun. The final version of the legislation
was overwhelmingly passed by a Republican-controlled Senate and
became the law with President Ronald Reagan.

While there is certainly room for improving the licensing process,
those improvements should not come at the expense of environ-
mental safeguards that are of critical importance to river eco-
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systems, States, the municipalities, the Indian tribes, fishermen,
boaters, farmers, and the public’s drinking water.

Making changes in a responsible manner requires time and ef-
fort. Unfortunately, that need to provide time and effort appears to
conflict with the haste that I see possible here.

Since last year, there are two new reports on FERC’s hydro-
electric relicensing process for us to consider. One is written by
FERC, I would note hardly a neutral party, and the other by the
General Accounting Office, an independent agency and known for
its independence and integrity.

Now, I would note that this FERC staff report seems to say that
everybody but FERC is the problem, and giving FERC more power
is the answer. Interestingly enough, the FERC staff cited the indi-
vidual States, acting pursuant to their Clean Water Act rights and
responsibilities, as the factor most responsible for extending the
duration of the licensing process. If this is true, it raises great
questions about the extent to which we can expect the duration of
the licensing process to be expedited without opening the Clean
Water Act and without curtailing the rights of several States. The
GAO report, which was commissioned by two of our Republican col-
leagues, calls into question the very basis of FERC’s claims that
environmental protection, fishermen, hunters, farmers and Native
Americans are the cause of the hydroelectric industry’s woes.

I am hardly surprised to see FERC taking the position it takes,
since I believe that it has been a major part of the problem. The
GAO report concluded that the FERC lacks the data to back up
any of the assertions that it has made in its study on policy rec-
ommendations. This should come as no surprise to any of my col-
leagues, who will recall that I raised this very issue and related
questions last year. I still want to know how many licenses were
turned down or delayed by FERC as a result of environmental pro-
tections imposed by the resource agencies. And if there is anybody
around here from FERC, they should be prepared for a little ques-
tioning on that matter today or any other time—10,000, 1,000, 100,
10 or 1—and the question then is, if this situation is so bad, why
do utilities pay above-market value for these threatened facilities?

Rivers are a precious natural resource. They are a property of all
of the people, and they should be managed by us and other regu-
latory agencies for the benefit of the public. They are not luxury
swim clubs to be run by FERC for the benefit of any special inter-
est. I do know that there are things we can do, even in a short
timeframe, that would assist the industry in the manner of cre-
ating a good public policy, if the members of this committee and
the stakeholders are willing to accept modest changes. For exam-
ple, perhaps we can make some progress in areas of flexibility with
regard to equally protective but lower-cost alternatives to agency
prescriptions; possibly fixing FERC’s inadequate data collection,
and perhaps providing some regulatory incentives for project own-
ersdttl) upgrade their turbines to more fish-friendly and efficient
models.

In any event, I want you to know, Mr. Chairman, I will be happy
to work with you to try and make this process go forward to ad-
dress complex technical issues in a reasonable timeframe under
regular order. And, of course, I am always prepared for a vigorous
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debate in markup if the situation goes sour, which I hope it will
not.
In any event, I look forward to our distinguished witnesses and
thank you for your kindness and yield back the balance of my time.
[The prepared statement of Hon. John D. Dingell follows:]

PREPARED STATEMENT OF HON. JOHN D. DINGELL, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF MICHIGAN

Thank you, Mr. Chairman.

Today’s hearing is a curious one. Those in the audience are likely asking them-
selves what nuclear and hydroelectric issues have in common with each other. For
now, the clearest link I can see is that both are complex long term issues that we
are under pressure to act rapidly upon to show Congressional action on energy pol-

icy.

I think both sides of the aisle are trying to find ways to work together on a num-
ber of issues in an effort to report bipartisan energy legislation out of this Com-
mittee. I would note that these hearings represent an attempt by the Majority to
accommodate our insistence upon having hearings to learn the facts prior to under-
taking legislative action.

Unfortunately, this process will at best result in a razor thin record on issues of
extreme complexity and importance, and severely curtail this Committee’s ability to
do more than legislate on the margins of some of these matters.

Nonetheless, I want to be clear that I will do what I can to work with Chairman
Tauzin, you and all our Members to try to reach consensus on a number of these
matters in the next two weeks.

In 1987, this Committee reported a Price-Anderson bill with a strong bipartisan
vote. I support nuclear power, and believe by and large the Act has served the na-
tion well over time.

Given a thorough examination of the issue, I hope the Committee will again re-
port legislation to reauthorize the Act. Today’s hearing is a good start. But I do not
believe Congress should act on Price-Anderson without developing the kind of
thoughtful record that supported three prior extensions in 1965, 1975, and 1988.

On the utility side, it may be that industry needs changes in the law to ensure
that new and smaller reactors are not saddled with overly high obligations in the
event of an accident. On the contractor side, it is worth examining whether DOE
should continue to indemnify its contractors for injury to the public even when gross
negligence or willful misconduct was the cause. Our main concern should be wheth-
er the Act continues to serve the public interest.

Turning to hyrdopower, I have long taken a strong interest in the hydroelectric
relicensing process. In the mid-1980s, I worked closely with Mr. Markey and several
other Committee members to enact the Electric Consumers Protection Act, which di-
rected FERC to give equal consideration to fish and wildlife, recreation, and other
environmental benefits. The final version of the legislation overwhelmingly passed
?{ Republican-controlled Senate and became law with the assent of President Ronald

eagan.

While there is certainly room for improving the licensing process, those improve-
ments should not come at the expense of environmental safeguards that are of crit-
ical importance to riverine ecosystems and the states, municipalities, tribes, fisher-
men, boaters, farmers, and the public’s drinking water. Making such changes in a
responsible manner requires time and effort. Unfortunately, we appear to be rush-
ing to legislate on this complex matter.

Since last year, too, there are two new reports on FERC’s hydroelectric licensing
process for us to consider: one written by FERC —a not quite neutral party—and
the other by the independent General Accounting Office.

Not surprisingly, the FERC staff report seems to say that everyone but FERC is
the problem and giving FERC more power is the answer. Interestingly, the FERC
staff cited the individual states—acting pursuant to their Clean Water Act rights
and responsibilities—as the factor most responsible extending the duration of the
licensing process. If this is true, it raises serious questions about the extent to which
we can affect the duration of the licensing process without opening the Clean Water
Act and curtailing the rights of states.

The GAO report—commissioned by two of our Republican colleagues—calls into
question the very basis of FERC’s claims that environmental protection, fishermen,
hunters, farmers, and Native Americans are at the cause of the hydroelectric indus-
tries woes. It concluded that FERC lacks the data to back up any of its assertions
or policy recommendations. This should come as no surprise to my colleagues who
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will recall that I raised this very issue and related questions last year. I still want
to know how many licenses have been turned down by FERC as a result of the envi-
ronmental protections imposed by the resource agencies? 10,000? 1,000? 100? 10? 1?
Why do utilities pay above market value to acquire these “threatened” facilities?

Rivers are a precious natural resource owned by all the American people and
managed for them by the resource agencies and the states. They are not luxury
swim clubs to be run by FERC for the exclusive benefit of our nation’s electric utili-
ties.

I do think there are a few things we could do on even such a short time frame
that would assist the industry and have the benefit of being good public policy—
if the Members of this Committee and the stakeholders are willing to accept modest
changes. For example, perhaps we can make some progress in the areas of flexibility
with regard to equally protective but lower cost alternatives to agency prescriptions,
fixing FERC’s inadequate data collection, and perhaps providing some regulatory in-
centives to project owners to upgrade their turbines to more fish-friendly and effi-
cient models.

In any event, I will be happy to work with you to try to make some small changes
now or tackle more complex issues in a reasonable time-frame under regular order.
And, of course, I am always prepared for a vigorous debate and markup if the dead-
line imposed by the Republican leadership forces ill-considered Committee action.

For now, I look forward to hearing from our distinguished witnesses and yield
back the balance of my time.

Mr. LARGENT [presiding]. I thank the gentleman for his state-
ment. I will recognize myself for a brief remark, simply to say I
have heard a number of my colleagues say we need to move slowly.
It reminds me of the joke about the snail that crawled upon the
turtle’s back, and his response was, “Whee.”

If we move any slower, the lights will be flickering here in Wash-
ington, like they are in California. And I will submit my entire
statement for the record, and we will recognize—the next Democrat
is Mr. Luther, who has returned.

Mr. LuTHER. Thank you, Mr. Chairman. I will be very brief. I
want to thank you, first of all, for having the hearing. I am particu-
larly interested in hearing the evidence and the testimony on hy-
dropower. I think this has often been overlooked in terms of the po-
tential that this can provide for us, and I think that as I look at
the proposal, the Bush proposal—and I appreciate the fact that has
mentioned hydropower. I think we have seen few details at this
point, but I think that there is an opportunity here on the part of
the committee to actually look at ways to encourage, not to just
talk about the relicensing process and the regulatory aspects of it,
but to figure out ways to truly encourage hydropower.

And so that is what I will be looking for in terms of testimony
and in discussions with other committee members, and again, I
want to thank you for focusing a part of the hearing on that par-
ticular source of power. Thanks.

Mr. LARGENT. I thank the gentleman and recognize, let me see,
Mr. Shimkus from Illinois.

Mr. SHIMKUS. Thank you, Mr. Chairman. With apologies to Chris
John and Michael Doyle and Bart Stupak, I want to say publicly,
“whee,” and thank you for your time as a batter mate in the con-
gressional baseball game. It has been a pleasure for the Republican
side of the House Commerce Committee to have you, and I am
going to miss you next year on the mound.

Let me also mention my colleague, Mr. Boucher, and I and many
other Members throughout the coal bill yesterday, that we hope
will be part of the national energy debate. I have always said,
many of you have heard who have sat in here, that we need a di-
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versified energy portfolio, coal being one of those. But nuclear
should have a strong seat at the table, along with hydro. That is
why relicensing of both is very critical. That is why reviewing the
Price-Anderson Act is critical to do that. We cannot continue to
have all our energy eggs placed in one basket, and that is part of
the national problem. Diversification is the key. This hearing is im-
portant.

I thank you, and I yield back my time.

Mr. LARGENT. I thank the gentleman. The Chair will announce
the intention that we are going to continue opening statements and
get to the panel. The chairman of the subcommittee is over there
voting and on his way back, and so we will keep this going. In
order of appearance, the next Democrat is Mr. Doyle of Pennsyl-
vania.

Mr. DoYLE. Mr. Chairman, thank you. And I will say to my good
friend, Mr. Shimkus, that I know you both have been waiting for
a year to talk about the congressional baseball game, since we beat
you last year. But I do want to offer my congratulations on a well-
pitched

Mr. LARGENT. Will the gentleman yield?

Mr. DOYLE. Yes, I will.

Mr. LARGENT. Just to correct the record, we beat ourselves last
year.

Mr. DOYLE. As we did this year.

Mr. Chairman, thank you for providing the opportunity to dis-
cuss the role of nuclear energy and hydroelectric power in forming
a comprehensive national energy policy. I appreciate the fact that
our ongoing series of subcommittee hearings have been inclusive in
nature. To approach the task of crafting a viable energy strategy
otherwise would be self-defeating, as it would inevitably lead to the
artificial elevation of one source of generation over another. Clear-
ly, the issues involving nuclear energy and hydroelectric power de-
mand our full attention and merit a truly collaborative effort.

As is evident in the testimony that will be presented today, nu-
clear energy is experiencing a wave of new interest. Much of this
interest has been stimulated by concerns stemming from the Cali-
fornia electricity crisis and the industry’s success in developing
safer and more cost-effective plant designs.

While nuclear energy still has its critics, and we must resolve the
questions surrounding long-term waste storage, it would appear
that the benefits of nuclear energy have been on a steady rise since
the first generation of plants. My concern is that we must consider
nuclear energy as something more than the energy flavor of the
month, and provide this energy source with the support it requires
to play an appropriate role in our Nation’s energy portfolio.

This support includes adequate funding for DOE’s Office of Nu-
clear Energy, as well as reauthorization of the—Price-Anderson
Act. During our first subcommittee hearing, we heard about how
my home State of Pennsylvania is achieving greater success with
its electricity deregulation plan than other States, including Cali-
fornia.

An aspect of Pennsylvania’s success which was not sufficiently
highlighted is that nuclear power supplies 37.9 percent of its
power. This is significant, given that nuclear power accounts for 20
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percent of our national electricity production. And given the height-
ened discussions over carbon dioxide emissions, it is also important
to note that in just 1 year nuclear energy avoided carbon dioxide
emissions in Pennsylvania of 16.1 million metric tons of carbon and
227 million metric tons since 1974. Not only should we remain
mindful of the important near-term and long-term role that nuclear
energy plays, but we cannot afford to be distracted from making
the necessary commitments to ensuring its continued safety and
longevity.

The same can be said of hydroelectric power. Hydroelectric power
should continue to contribute to help meeting our energy needs,
and capacity loss should be a cause for concern. Hydroelectric
power is a growing interest of mine, and I am eager to learn more
about the wide range of concerns that inform the debate on reli-
censing matters. It is my hope that some form of consensus can be
reached in this critical area.

Mr. Chairman, I look forward to hearing the thoughts of our wit-
nesses and yield back the balance of my time.

Mr. LARGENT. Thank the gentleman. The gentleman from Cali-
fornia, Mr. Cox, recognized for an opening statement.

Mr. Cox. Thank you very much, Mr. Chairman. And, of course,
because we have a vote on the floor, nobody wishes to hear long
opening statements. I just want to welcome our witnesses and tell
you how pleased I am that we are focusing on these two aspects
of our Nation’s total power needs, in particular, clean, renewable
energy in the form of water power.

It is a shame and a tragedy that hydropower is falling as a share
of our total power generation in the United States. It is likewise
very, very good that we are focusing attention on not only nuclear
energy but on the licensing process, because our legislation last
year, as you know, authorized a study that has determined that it
is now taking a very long time to license power plants in the hydro
area. It is taking nearly 4 years to get a license. That oughtn’t to
be the case.

The General Accounting Office has told us, as well, that the li-
censing process is now costlier, more complicated and difficult than
it ever has been. So we have work to do in this area, and I am
very, very much looking forward to learning from our witnesses
ways that we can improve in these areas. Thank you, Mr. Chair-
man.

Mr. LARGENT. Thank the gentleman. Recognize Mr. John from
Louisiana for an opening statement.

Mr. JOHN. Thank you, Mr. Chairman. I, too, want to congratulate
you on a win, and I want to wish you good luck in your future en-
deavors. I will miss you on the golf course, but I will not miss your
curve ball. So thank you very much. Where did you learn that
thing since last year?

It is really a pleasure to be here today. I want to thank the chair-
man of the subcommittee for holding this hearing in a continued
series of hearings on energy. I think the chairman of the full com-
mittee said it best—frankly, there is no more important issue in
America today than energy. And it is not going away. And I think
that this committee has made a commitment by the series of hear-
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ings that we are going to address the problems that Americans
want us to address in this area.

And this hearing today is a very important component; whether
it is coal, natural gas-powered electricity generators, wind, hydro,
nuclear or solar, those are the issues that we have to address. They
all play an important role in the overall scheme of things. I think
Mr. Shimkus said it best, that diversification is not only good in
a portfolio of financial instruments, but it is good in whatever we
{10, from a business standpoint or other things that we do in our
ives.

And I think that this hearing today is going to shed light on two
very important, critical parts and components of a whole energy
policy that I think we are going to debate. Hydroelectricity rep-
resents 90 percent of renewable electricity generation today.

So thank you, gentlemen, for coming. I look forward to hearing
from you, and I thank the chairman for having this hearing.

Mr. BARTON. I thank the gentleman from Louisiana. I recognize
the gentleman from Arizona for an opening statement.

Mr. SHADEGG. I thank the gentleman. Let me begin by strongly
commending you, Mr. Chairman, for holding this hearing on the
two preeminent sources of electricity generation, which are both in-
exhaustible and emission-free. While I will focus my remarks on
hydropower, I strongly support nuclear power and believe that we
must encourage its further development.

While this is not a legislative hearing on H.R. 1832, the Hydro-
electric Licensing and Incentives Act, I would like to point out the
importance of that legislation to this issue. H.R. 1832 will reform
the licensing process to ensure that existing hydro capacity is not
diminished by relicensing and will ensure that environmental con-
cerns are fully considered.

In addition, that legislation has the potential to increase the
amount of electricity generated by over 21,000 megawatts with few,
if any, environmental effects. H.R. 1832 does so by encouraging the
addition of new turbines to existing dams and efficiency upgrades
in existing hydropower facilities. It will not result in the construc-
tion of a single new dam but ensures that better use is made of
the existing dams.

The core debate over hydropower focuses on whether its environ-
mental costs outweigh its benefits. But let us be abundantly clear
about one fact: Every source of energy has costs and benefits. Tra-
ditional energy sources have costs and benefits but so do renew-
ables. For example, the senior vice president of the Audubon Soci-
ety, David Baird, called the windmill project in California a Condor
quisinart in September 1999, because it was on the flight path fre-
quented by the endangered California Condors. The fact that a
windmill project in California may pose a measure of environ-
mental harm does not mean that we can dismiss wind power as an
energy source. Likewise, we cannot dismiss hydropower or nuclear
or natural gas because they are not pristine.

For hydropower, the benefits are obvious: zero emissions of air
pollutants. Hydropower generate electricity without emitting a sin-
gle pound of pollutants. In fact, the 92,000 megawatts of electricity
generated by hydropower today avoid the annual emission of 4.75
million tons of sulfur dioxide and 2 million tons of nitrous oxide by



13

eliminating the need to burn 345 million tons of coal. There is zero
toxic waste. It is renewable in nature, and, as I pointed out with
a fourth grade chart on the hydrologic cycle at the September 1999
electricity markup, water is never consumed. It is there and con-
stantly circulates and can be used to generate electricity over and
over again indefinitely.

Mr. Chairman, some of my colleagues may have some concerns
about the environmental costs of hydropower, but I believe used
correctly and viewed properly it can be upgraded. We can add more
turbines to existing dams. We can improve the efficiency of tur-
bines in present dams, and do so without environmental costs.

I commend you for holding this hearing and yield back the bal-
ance of my time.

Mr. BARTON. We thank the gentleman from Arizona. I want to
ask—?inquire how the trip from DWF to Arizona in the new car
went?

Mr. SHADEGG. It went very well, Mr. Chairman. We had a nice
trip.

Mr. BARTON. Where did you spend the night Friday night?

Mr. SHADEGG. In Odessa.

Mr. BARTON. Odessa?

Mr. SHADEGG. Charming Odessa.

Mr. BARTON. Odessa, Texas. How about that. Eckard County.
Could have called my uncle, aunt and uncle. I have an aunt and
uncle who live in Odessa.

Mr. SHADEGG. You could have saved me money. I could have
stayed there.

Mr. BARTON. There you go. They have a nice home with a pool.

Mr. SHADEGG. I am sorry you didn’t tell me about that.
hMr. BARTON. Well, there may be a reason I didn’t tell you about
that.

We have several members that had to go vote that wish to make
an opening statement and have informed the Chair. We are going
to take a very brief recess. I mean very brief. As soon as another
member shows up to give an opening statement, we will reconvene.

So the committee is in recess, subject to the call of the Chair,
which should be within the next 5 minutes.

[Brief recess.]

Mr. BARTON. The subcommittee will come to order. Are you
ready—Chairman Meserve is—I think I see him coming into the
room. So the Chair will recognize Mr. Markey of Massachusetts for
an opening statement.

Mr. MARKEY. Thank you, Mr. Chairman. Mr. Chairman, when I
was a boy, I am sure Chairman Meserve remembers this, watching
channel 4 when the Mickey Mouse Club came on. Back in 1956,
they used to have—Mickey was a big fan of nuclear power, and I
asked my staff to go pull out what I remembered, which was this
book that Walt Disney produced in 1956, “Our Friend, the Atom.”
Old Mickey, he was a big fan of it. And he had the German sci-
entist, Heinz Hida—I remember he used to have Vern von Braun
as well, Mickey to explain things to us about—but he explained to
us how this genie, this nuclear genie was going to be coming out
of the bottle. Now, it could be a very powerful and menacing giant,
okay? And we just learned that in Hiroshima, but if we all worked
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together, we could tame the nuclear genie, and the nuclear genie
would help us—help us.

And so what Mickey did, which I remembered, was to show us
how a chain reaction worked. And what they did was the put all
of these mousetraps with ping pong balls down on the ground, and
then if one ping pong ball hits two and then two hits four, you have
something called a chain reaction, really a good thing—chain reac-
tion. And so we would watch this, of course, in cartoon form as the
scientist would explain it to us.

And then what you would get is you would be able to make wish-
es. And so the first wish would be you would get power from nu-
clear energy, really good. The second wish would be—this is real-
ly—I am so glad we got this book—you would get food and health
from nuclear power. And then the third thing that you would get
is peace. Nuclear meant peace.

So I watched these shows, and I believed it. We all believed it.
As a matter of fact, our parents believed in it so much that we be-
lieved that by, as the book says, by the year 2000 we won’t need
oil and gas and coal to generate electricity. Isn’t that a great vision
for our country? I don’t think they would like that in Texas or
Pennsylvania, but that was the vision.

Now, they liked it so much, and it was a fledgling industry, a
small industry. It needed to get started. It was a baby industry,
and it was our friend, “The Atom.” So they couldn’t find any insur-
ance for the industry. It was really hard. No one wanted to insure
them, because notwithstanding what they told us, insurance indus-
try people thought it was a very dangerous technology. So all of our
parents voted for people who voted for something called the Price-
Anderson Act to limit the liability of this industry. Now, the oil and
the coal and the gas and the hydro industry, they wouldn’t come
to Congress, because they could get insurance. But they said, “It
is a baby industry, and you don’t understand. It is very safe. But
once we grow up we won’t need that subsidy any more.” That was
44 years ago.

But somehow in the never-never land of Washington, DC, nu-
clear power never grows up. And this Price-Anderson subsidy that
we put on the books has been perpetuated as a Mickey Mouse pro-
gram for the last five decades. And now people say, “It is very safe.
Don’t worry.” And yet they say, “We need a Federal subsidy.” For
what? Insurance, because the insurance industry, the private sec-
tor will not give us any insurance.

So it can’t be safe, because we believe in the free market. We are
not France; we are not Japan. They are socialist nations. Socialist
nations say, “We are going to build nuclear power, and we are
going to protect it in subsidies.” That is socialism. We are cap-
italism. Capitalism doesn’t have the Federal Government.

By requiring dam owners to build passage for fish, protect crit-
ical riparian habitat, adjust river flows, and provide recreational
access and opportunity, we can protect and restore valuable fish-
eries, native species diversity, recreational amenities and natural
ecosystem functions. At the same time, we can enhance economic
opportunities such as recreation, tourism and ecological services.
Because original licenses were issued before the enactment of mod-
ern environmental statutes and prior to our understanding of the
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impacts of dams on river ecosystems, virtually none of these dams
meets modern environmental standards before relicensing.

If awarded a license, utilities can monopolize a river for a half
a century with little oversight and no motivation to make environ-
mental improvements. We must take this once-in-a-lifetime chance
to set conditions that require hydro operators to modernize the way
they operate their dams on our rivers.

In developing the balance of authority in the Federal Power Act,
Congress determined that some basic environmental protections
must be afforded at every dam. Expert Federal and State resource
managers established conditions based on substantial evidence.
Just as there a ceiling on coal plant emissions under the Clean Air
Act, there is a floor above which FERC can balance license condi-
tions in the public interest.

Both fish passage and Federal lands protections have been part
of the licensing process since the enactment of the Federal Power
Act in 1920. Water quality is a responsibility delegated to the
States. Section 401 of the act ensures that private hydro projects
will not interfere with State standards. The Supreme Court has
confirmed that these standards may be numeric or narrative and
include chemical, physical and biological parameters.

State and Federal agencies have significant expertise in the reli-
censing area. They work in the field on a specific river as opposed
to FERC staff who spend most of their time in Washington. There
is little reason to believe that consolidation with FERC would ei-
ther make the process faster or improve the outcomes.

I will make just a couple of observations on the 603 report. First,
we agree with GAQO’s conclusion that until FERC does a better job
collecting data on the cost and timing of its process, FERC will not
be able to reach informed decisions on the need for further admin-
istrative reforms or legislative changes. This conclusion makes it
difficult to rely on any of the statisticl information in the 603 re-
port.

Second, it seems clear that FERC saw this report to eliminate
shared jurisdiction with other agencies. The suggestion on page 6
of the report that Congress should, quote, “restore” the Commis-
sion’s position as the sole Federal decisional authority ignores the
history and structure of the Federal Power Act since 1920. The
Commission has never been the sole Federal authority on hydro li-
censes. And, again, the entire report must be viewed in light of this
agenda.

We do believe that further administrative reforms can improve
the way we license hydropower dams without upsetting the exist-
ing balance of agency decisionmaking. First, to ensure the reli-
censing process is efficiently implemented, State and Federal agen-
cies must have sufficient staff resources and training. For example,
in the State of Alabama, licenses for 12 dams on 3 major rivers will
expire by 2007. Currently, the Fish and Wildlife Service has only
one staff person to cover this entire area. This situation is not
unique.

Second, collaborative processes should be encouraged. Elements
of FERC’s alternative licencing process should be incorporated into
FERC’s traditional licensing process wherever possible. Third, co-
operation among FERC and State and Federal resource agencies
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will greatly improve the efficiency of the relicensing process. Unfor-
tunately, FERC has been reluctant to implement a cooperative en-
vironmental analysis structure with the other agencies.

The good news is that relicensing provides significant protection
to rivers at a low cost to power production. According to FERC’s
own report, relicensing has resulted in average per project reduc-
tion in generation of only 1.6 percent. Such few losses in reli-
censing over the next 10 years would result in a 0.04 percent re-
duction in the Nation’s overall annual generation. The losses in
generation are comparable with those caused by installing a scrub-
ber on the smokestack of core 5 plant, in fact.

Being a good environmental steward is a legitimate cost of doing
business. Unlike other industries, such as offshore oil development,
mining or timber, hydropower licensees pay nothing for the use of
public resources—our rivers. They are not required to post a bond.
After 30 to 50 years, the initial capital investment in these projects
is fully ammortized. The only costs left are basic operation and
maintenance, the lowest of any electricity source, and environ-
mental protection measures. Asking that these dams make some
small investment in environmental quality after decades of profit-
able operation is a reasonable and minor request. Paying for these
changes continues to leave hydropower as the cheapest source of
electricity nationwide.

subsidizing insurance policies for safe and powerful industries.

Now, here is the interesting end of the story. No new nuclear
power plants have been successfully since 1973. Why? Because it
is more expensive than natural gas. It costs about $1,700 per kilo-
watt hour of power generated to build a nuclear plant, while the
gas plant costs as little as $420 per kilowatt hour. And if capital
costs are included, nuclear power costs 6 cents a kilowatt hour
compared to 4 cents a kilowatt hour for gas or coal. That is 50 per-
cent higher. That is the free market. Adam Smith is lying in his
grave smiling at all of us. Go with it. It is the free market. It is
time for our friend, “The Atom” to grow up, move into the free mar-
ket. And if we can’t survive, we move on. But if it can’t survive,
and we cut solar and we cut wind and we cut energy conservation,
which is what the Bush energy plan did, then it is hypocrisy on
stilts. We help the powerful industry of the people say it is safe
and yet we don’t, at the same time, deal with the reality.

And, finally, no answer to nuclear waste except the industry
says, “I can’t believe the Federal Government hasn’t solved the nu-
clear waste problem yet.” The Government. Again, where is the
free market. They are the ones who told us it was safe and they
could solve all these problems. That is why our parents voted for
it. Now they sue us because we haven’t solved their problem.

And, finally, I was the chairman of this subcommittee in 1985
and 1986. Mr. Dingell and I passed a bill on hydro relicensing. All
we did in 1986, when I was chairman of the subcommittee, Mr.
Dingell was chairman of the full committee—was to pass a bill
which said we are going to upgrade from 1936 to 1986 the new val-
ues of the environment, of fisheries, of other new values that really
weren’t therein 1936.

Now, I know that to a larger sense, the Bush energy bill is a Tro-
jan horse meant to make it possible for the energy industry officials
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to remove environmental and health care laws which they always
opposed. But I will tell you that the country has come even further
in the last 15 years, from 1986, and the polling in the New York
Times last week makes it clear that on every one of these issues
the public wants us to ensure that we do maintain environmental
and health safeguards.

So I thank you, Mr. Chairman, for the opportunity of testifying.
I think that this is, without question, an area that deserves much
closer scrutiny than we are going to be able to give it here in a half
a day for this and a half a day for hydro. Back in 1986, we had
10 hearings just on hydro alone before we passed that bill. I think
a half a day of hearing on such an important subject really doesn’t
do full justice to the importance of the subject. Thank you, Mr.
Chairman.

Mr. BARTON. We thank the gentleman from Massachusetts. Rec-
ognize the gentlelady from California for an opening statement.

Ms. BoNoO. Thank you, Mr. Chairman. I will pass.

Mr. BARTON. We recognize the gentleman from Ohio, Mr. Saw-
yer, for an opening statement.

Mr. SAWYER. Thank you, Mr. Chairman. I will try to be brief.
Nuclear and hydroelectric power provide together some 27 percent
of the electricity that we consume without polluting the air. They
are important elements in a diversified energy policy. Still, nuclear
and hydroelectric power both come with substantial environmental
costs and risks, and it is the balance of those benefits and burdens
that we weigh today.

Just three observations. The licensing of hydroelectric dams now
involves extensive coordination with State and Federal authorities.
The process of coordination is complex but so are the issues that
have to be addressed. Second, the Price-Anderson Act was critical
to the establishment of a functioning nuclear industry. A lot has
changed since that time. And perhaps the way in which we ap-
proach Price-Anderson should as well. It is not something that I
think can be done quickly. Finally, let me say that with regard to
nuclear safety, the protocols of transportation, siting of repositories
and the technology of its storage continue to remain demanding
teclilnical problems. I hope that we can devote appropriate attention
to those.

Finally, Mr. Chairman, I am going to yield to a temptation that
I swore I was never going to do just on the basis of my friend’s ex-
ample. I know how badly it can be done. But this morning I just
can’t resist, and since we don’t have any television cameras here
today, let me conclude by saying, “Who’s the leader of the club that
is made for you and I, E-D-D-I-E M-A-R-K-E-Y.”

Thank you so much.

Mr. BARTON. That is actually not too bad.

Mr. SAWYER. It was made for 7-year-olds to be able to sing.

Mr. BARTON. The gentleman from Ohio, Mr. Strickland, is recog-
nized. Did Mr. Largent have an opportunity to make an opening
statement. Okay, the gentleman from Ohio, Mr. Strickland, is rec-
ognized for an opening statement.

Mr. STRICKLAND. Thank you, Mr. Chairman, and I will try to be
brief. I am glad we are holding this hearing today, but I am dis-
appointed that no DOE witness testifying to address questions
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about the Department’s responsibilities under Price-Anderson Act
is with us. I would have been particularly interested in asking
questions of the DOE Office of Enforcement, but I was also inter-
ested in asking questions of the Department’s counsel, and I would
like to ask for unanimous consent to submit questions for the
record, if I may.

Mr. BARTON. Without objection.

Mr. STRICKLAND. Still, I think this is an important hearing today
on nuclear energy and hydroelectric relicensing, and I look forward
to the testimony of our witnesses. This committee has overseen an
aspect of Price-Anderson that does not get enough attention, in my
judgment: Provisions that authorize the Energy Department to
issue civil penalties and fines against contractors who violate nu-
clear safety rules.

In oversight hearings before this committee last year, I recall
that we learned that the Department of Energy has only five or six
investigators to police nuclear safety violations throughout the
DOE complex. This enforcement authority is very important to pro-
tecting the workers and communities around nuclear facilities. It
is important for taxpayers as well, because DOE contractors’ liabil-
ity is limited under the Price-Anderson Act. Now, I will say now
that I support the reauthorization of Price-Anderson, but the ques-
tion for me is whether nuclear safety oversight within the DOE is
adequate to protect workers, communities and taxpayers.

It is my understanding that DOE’s Office of Enforcement, which
is responsible for the entire DOE complex relies heavily on con-
tractor self-reporting. In fact, I am told by DOE that the Price-An-
derson coordinator for the Portsmouth, Ohio site is located in Oak
Ridge, Tennessee. By comparison, it is also my understanding that
there is at least one full-time, onsite resident inspector at major
NRC licensed facilities, which are also indemnified under Price-An-
derson. I would like to see the reauthorization of Price-Anderson
proceed with a stronger health and safety enforcement program at
DOE. I have heard from too many workers at Portsmouth, Ohio
raising questions about the process of reporting safety concerns,
and I am hopeful that as we review the Price-Anderson Act we can
strengthen the DOE program.

And, finally, I am looking forward to the testimony of Mr.
Meserve. I see in his second paragraph of his opening statement he
says, “The Commission does not have a promotional role. The agen-
cy’s role,” and I emphasize the singular use of that word “role,” “is
to ensure the safe application of nuclear technology if society elects
to pursue the nuclear energy option.” I believe that this Congress
gave the NRC an additional responsibility to ensure a reliable and
domestic supply of nuclear fuel for our nuclear power plants. And
I would like to hear from Mr. Meserve, at my time of questioning,
why he considers their role to be singular rather than multiple, as
I believe this Congress intended.

I yield back my time.

Mr. BARTON. Thank the gentleman from Ohio. I recognize the
gentleman from Wisconsin, Mr. Barrett, for an opening statement.

Mr. BARRETT. Let us roll, Mr. Chairman; I will yield back my
time.
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Mr. BARTON. Seeing no other members present who wish to make
an opening statement, the Chair would ask unanimous consent
that all members not present, members of the subcommittee, have
an opportunity to put their written statement in the record. Hear-
ing no objection, so ordered.

We want to welcome our first panel. We have two distinguished
representative of the executive branch. We have the Chairman of
the Nuclear Regulatory Commission, the Honorable Richard
Meserve, and we appreciate your attendance. We also have the Di-
rector, the Office of Nuclear Energy, Science and Technology at the
United States Department of Energy, Dr. William Magwood, who
is the Director, and we welcome you.

Your statements are in the record in their entirety. We are going
to welcome the Chairman of the NRC to elaborate for 7 minutes.
Then we will let Dr. Magwood speak for 7 minutes. Then we will
have some questions.

STATEMENTS OF RICHARD A. MESERVE, CHAIRMAN, U.S. NU-
CLEAR REGULATORY COMMISSION; AND WILLIAM D.
MAGWOOD, DIRECTOR, OFFICE OF NUCLEAR ENERGY,
SCIENCE AND TECHNOLOGY, U.S. DEPARTMENT OF ENERGY

Mr. MESERVE. Mr. Chairman, members of the subcommittee, I
am pleased to present testimony on behalf of the U.S. Nuclear Reg-
ulatory Commission.

Mr. BARTON. Put the microphone, Doctor, very close to you, be-
cause it needs to be as close as possible.

Mr. MESERVE. I am pleased to present testimony on behalf of the
U.S. Nuclear Regulatory Commission regarding the outlook for the
construction of new nuclear plants and issues related to the reau-
thorization of the Price-Anderson Act. I have submitted a longer
statement for the record, and let me make just a brief oral state-
ment.

As the subcommittee knows, the Commission does not have a
promotional role. The agency’s function is to ensure the safe appli-
cation of nuclear technology and materials. The Commission recog-
nizes, however, that its regulatory system should not establish in-
appropriate impediments to the application of nuclear technology.

Currently, there are 104 nuclear power plants licensed by the
Commission to operate in the United States in 31 different States.
As a group, the plants are operating at high levels of safety and
reliability and have produced approximately 20 percent of our Na-
tion’s electricity for the past several years.

Serious industry interest in new construction of nuclear power
plants in the U.S. has only recently emerged. The Commission has
already certified three new reactor designs and is conducting pre-
liminary reviews associated with other new designs, designs which
may provide enhanced benefits. In addition, licensees have indi-
cated to the NRC that applications for early site permits could be
submitted in the near future. These permits would allow pre-cer-
tification of sites for possible construction of nuclear power plants.

To ensure that Commission staff is prepared to evaluate any ap-
plications to introduce these advanced nuclear reactors, the Com-
mission has directed the staff to assess the technical, licensing and
inspection capabilities that would be necessary to review an appli-
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cation for an early site permit, a license application or construction
permit for a new reactor unit. Moreover, the Commission will ex-
amine its regulations relating to license applications, such as those
found in 10 CFR Parts 50 and 52, to determine whether any en-
hancements are necessary.

In addition, in order to confirm the safety of new reactor designs
and technology, a strong nuclear research program should be main-
tained. A comprehensive evaluation of the Commission’s research
activities has been completed and with the benefit of these insights
the Commission expects to undertake measures to strengthen our
research program.

Also, the NRC has identified areas where new legislation would
be helpful to eliminate artificial restrictions and reduce uncertainty
in the licensing process. I would note that these matters are in-
cluded in the legislative proposals that the NRC recently provided
to this subcommittee.

Turning to the Price-Anderson Act, the Commission strongly and
unanimously recommends the act’s reauthorization. The act pro-
vides assurance that if an improbable accident should occur, means
are provided to compensate affected members of the public. Addi-
tionally, if Congress intends that nuclear power remain a part of
the Nation’s energy mix, this option should not be precluded by the
inability of nuclear plant licensees to purchase adequate sums of
insurance commercially.

The Commission has previously recommended the doubling of the
ceiling on the annual retrospective premium, from $10 million to
$20 million per year, per accident, based on the then likely scenario
that a number of reactors would permanently shut down. In light
of the heightened interest in extending the operating life for most
of the currently operating power reactors and the emerging interest
by some power companies and the possible submission of applica-
tions for new reactors, the Commission does not believe that there
is now justification for increasing the maximum annual retrospec-
tive premium above the current $10 million level.

Thank you, Mr. Chairman. I would be pleased to answer any
%uestions that you or other members of the subcommittee may

ave.

[The prepared statement of Richard A. Meserve follows:]

PREPARED STATEMENT OF RICHARD A. MESERVE, CHAIRMAN, U.S. NUCLEAR
REGULATORY COMMISSION

INTRODUCTION

Mr. Chairman, members of the Subcommittee, it is a pleasure to appear before
you today.

As you know, the NRC’s mission is to ensure the adequate protection of public
health and safety, to promote the common defense and security, and to protect the
environment in the application of nuclear technology for civilian use. The Commis-
sion does not have a promotional role—rather, the agency seeks to ensure the safe
application of nuclear technology and materials.

The Commission’s highest priority is to fulfill its fundamental mission of ensuring
adequate protection of public health and safety. The Commission also recognizes,
however, that its regulatory system should not establish inappropriate impediments
to the application of nuclear technology and materials. Many of the Commission’s
initiatives over the past several years have sought to maintain or enhance safety
while simultaneously improving the efficiency and effectiveness of our regulatory
system. We believe the Commission’s most recent legislative proposals would en-
hance safety and improve our regulatory system even further and are pleased to see
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that many of our proposals have been incorporated into the bills before this Con-
gress. The Commission also recognizes that its decisions and actions as a regulator
influence the public’s perception of the NRC and ultimately the public’s perception
of the safety of nuclear technology. For this reason, the Commission’s primary per-
formance goals also include increasing public confidence.

BACKGROUND

Currently there are 104 nuclear power plants licensed by the Commission to oper-
ate in the United States in 31 different states. As a group, they are operating at
high levels of safety and reliability. (See Charts on Attachments 1 and 2.)

These plants have produced approximately 20 percent of our Nation’s electricity
for the past several years and are operated by about 40 different companies. In
2000, these nuclear power plants produced a record 755 thousand gigawatt-hours
of electricity. (See Graph on Attachment 3.)

Improved Reactor Licensee Efficiencies (Increased Capacity Factors)

The Nation’s nuclear electricity generators have worked over the past 10 years to
improve nuclear power plant performance, reliability, and efficiency. According to
the Nuclear Energy Institute, the improved performance of the U.S. nuclear power
plants since 1990 is equivalent to placing 23 new 1000 MWe power plants on line.
The average capacity factor for U.S. light water reactors was 88 percent in 2000,
up from 63 percent in 1989.1 (See Table on Attachment 3.) The Commission has fo-
cused on ensuring that safety is not compromised as a result of these industry ef-
forts. The Commission seeks to carry out its regulatory responsibilities in an effec-
tive and efficient manner so as not to impede industry initiatives inappropriately.

Electric Industry Restructuring

As you are aware, the nuclear industry is undergoing a period of remarkable
change. The industry is in a period of transition in several dimensions, probably ex-
periencing more rapid change than in any other period in the history of civilian nu-
clear power. As economic deregulation of the electric power industry has proceeded,
the Commission has seen significant restructuring among its licensees and the start
of the consolidation of nuclear generating capacity among a smaller group of oper-
ating companies. This change is due, in part, to an industry that has achieved gains
in both economic and safety performance over the past decade and thus is able to
take advantage of the opportunities presented by industry restructuring.

PRICE-ANDERSON ACT RENEWAL

Legislation will be needed to extend the Price-Anderson Act. The Act, which ex-
pires on August 1, 2002, establishes a framework that provides assurance that ade-
quate funds are available in the event of a nuclear accident and sets out the process
for consideration of nuclear claims. Without the framework provided by the Act, pri-
vate-sector participation in nuclear power would be discouraged by the risk of large
liabilities.

I am here to deliver the strong and unanimous recommendation of the Commis-
sion that the Price-Anderson Act be renewed with only minor modifications. But I
would like to preface my statement of that position with the reminder that the Com-
mission’s primary concern is public health and safety. Our mission is to ensure the
safe use of nuclear power. We can look back on a successful history of safe operation
and intend to exercise vigilance to maintain or improve on this record of safety.
Nonetheless, it remains important to assure that if a highly improbable accident
should occur, the means are provided to care for the affected members of the public.
It is also important, if the Congress intends that nuclear power remain a part of
the Nation’s energy mix, that this option is not precluded by the inability of nuclear
plant licensees to purchase adequate amounts of commercial insurance.

As you know, Congress first enacted the Price-Anderson Act in 1957, nearly a half
century ago. Its twin goals were then, as now:

(1) to ensure that adequate funds would be available to the public to satisfy liability
claims in a catastrophic nuclear accident; and
(2) to permit private sector participation in nuclear energy by removing the threat
of potentially enormous liability in the event of such an accident.
On original passage the Congress provided a term during which the Commission
could extend Price-Anderson coverage to new licensees and facilities. When that

1Capacity factor is the ratio of electricity generated, for the period of time considered, to the
amount of energy that could have been generated at continuous full-power operation during the
same period.
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term expired, the Congress then, and repeatedly since, has decided that the Nation
would be served by extending the Price-Anderson Act so that new coverage would
be available for newly licensed reactors. This action preserved the option of private
sector nuclear power and assured protection of the public. At this point, in order
to avoid confusion, I should note that Price-Anderson coverage for NRC licensees is
granted for the lifetime activities of the covered facility and does not “expire” in
2002. Thus, in any event, Price-Anderson coverage with respect to already licensed
nuclear power reactors will continue and will afford prompt and reasonable com-
pensation for any liability claims resulting from an accident at those facilities.

While Congress has amended the Price-Anderson Act from time to time, it has
done so cautiously so as to avoid upsetting the delicate balance of obligations be-
tween operators of nuclear facilities and the United States government as represent-
ative of the people.

Perhaps the most significant amendments to date were those that effectively re-
moved the United States government from its obligation to indemnify any reactor
up to a half billion dollars and that placed the burden on the nuclear power indus-
try. Congress achieved this by mandating in 1975 that each reactor greater than
100 MWe, essentially every reactor providing power commercially, contribute $5
million to a retrospective premium pool if and only if there were damages from a
nuclear incident that exceeded the maximum commercial insurance available. The
limit of liability was then $560 million. Government indemnification was phased out
in 1982 when the potential pool and available insurance reached that sum.

In 1988, Congress increased the potential obligation of each reactor in the event
of a single accident at any reactor to $63 million (to be adjusted for inflation). The
maximum liability insurance available is now $200 million. When that insurance is
exhausted each reactor licensee must pay into the pool up to $83.9 million, as cur-
rently adjusted for inflation, if needed to cover damages in excess of the sum cov-
ered by insurance. The $83.9 million is payable in annual installments not to exceed
$10 million. Today, the commercial insurance and the reactor pool together would
make available over $9 billion to cover any personal or property harm to the public
caused by an accident.

In 1998, as mandated by Congress, the Nuclear Regulatory Commission submitted
to the Congress its report on the Price-Anderson system. The report included a con-
cise history and overview of the Price-Anderson Act and its amendments as well as
an update on developments and events pertaining to nuclear insurance and indem-
nity in the last decade. Congress had also required the NRC to address various top-
ics that relate to and reflect on the need for continuation or modification of the Act:
the condition of the nuclear industry, the state of knowledge of nuclear safety, and
the availability of private insurance.

After considering pertinent information, the Commission considered what its rec-
ommendations should be. It concluded then that it should recommend that Congress
renew the Price-Anderson Act because it provides a valuable public benefit by estab-
lishing a system for the prompt and equitable settlement of public liability claims
resulting from a nuclear accident. That, as I said at the outset, remains today the
strongly held position of the Commission.

Having noted that substantial changes in the nuclear power industry had begun
and could continue, the Commission believed it would be prudent to recommend re-
newal for only ten years rather than the 15-year period that had been adopted in
the last reauthorization so that any significant evolution of the industry could be
considered when the effects of ongoing changes would be clearer. Notwithstanding
that view, the Commission recommended that the Congress consider amending the
Act to increase the maximum annual retrospective premium installment that could
be assessed each holder of a commercial power reactor license in the event of a nu-
clear accident.

The NRC suggested that consideration be given to doubling the ceiling on the an-
nual installment from the current sum of $10 million to $20 million per year per
accident. The total allowable retrospective premium per reactor per accident was to
remain unchanged at the statutory “$63 million” adjusted for inflation. (It is now
$83.9 million as so adjusted). The Commission recommended consideration of an in-
crease to $20 million because it then appeared likely that in the coming decade a
number of reactors would permanently shut down. The effect of these shutdowns
would have been to reduce the number of contributors to the reactor retrospective
pool. Fewer contributors would, in turn, reduce the funds that, in the event of a nu-
clear accident, would become available each year to compensate members of the
public for personal or property damage caused by an accident. Increasing the max-
imum annual contribution available from each reactor licensee would provide con-
tinuing assurance of “up front” money to assist the public with prompt compensa-
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tion until Congress could consider whether to enact additional legislation providing
further relief, should it be needed.

Recent events have led the Commission to review its 1998 recommendations and
to reevaluate its recommendation that Congress consider increasing the annual in-
stallment to $20 million. The outlook for the future of nuclear power has changed
from pessimistic in 1998 to more optimistic in 2001. There is now a heightened in-
terest in extending the operating life for most, if not all, of the 104 currently li-
censed power reactors, and some power companies are now examining whether they
wish to submit applications for new reactors or complete construction of reactors
that had been deferred. As a result, the Commission does not believe that there is
now justification for raising the maximum annual retroactive premium above the
current $10 million level.

INITIATIVES IN THE AREA OF CURRENT REACTOR AND MATERIALS REGULATION

Reactor License Transfers

One of the more immediate results of the economic deregulation of the electric
power industry has been the development of a market for nuclear power plants as
capital assets. As a result, the Commission has seen a significant increase in the
number of requests for approval of license transfers. These requests have increased
from a historical average of about two or three per year, to 20-25 in the past two
years.

The Commission seeks to ensure that our reviews of license transfer applications,
which focus on adequate protection of public health and safety, are conducted effi-
ciently. These reviews sometimes require a significant expenditure of staff resources
to ensure a high quality and timely result. Our legislative proposal to eliminate for-
eign ownership review could help to further streamline the process, while retaining
the ability to address any associated issues that pertain to common defense and se-
curity. To date, the Commission believes that it has been timely in these transfers.
For example, in CY 2000, the staff reviewed and approved transfers in periods rang-
ing from four to eight months, depending on the complexity of the applications. The
Commission will strive to continue to perform at this level of proficiency.

Reactor License Renewals

Another result of the new economic conditions is an increasing interest in license
renewal that would allow plants to operate beyond the original 40-year term. That
maximum original operating term, which for many plants was established in the
Atomic Energy Act (AEA), did not reflect a limitation that was determined by engi-
neering or scientific considerations, but rather was based on financial and antitrust
concerns. The Commission now has the technical bases and experience on which to
make judgments about the potential useful life and safe operation of facilities and
is addressing the question of extensions beyond the original 40-year term.

The focus of the Commission’s review of license renewal applications is on main-
taining plant safety, with the primary concern directed at the effects of aging on
important systems, structures, and components. Applicants must demonstrate that
they have identified and can manage the effects of aging so as to maintain an ac-
ceptable level of safety during the period of extended operation.

The Commission has now renewed the licenses of plants at three sites for an addi-
tional 20 years: Calvert Cliffs in Maryland, Oconee in South Carolina, and Arkansas
Nuclear 1 in Arkansas, comprising a total of six units. The thorough reviews of
these applications were completed ahead of schedule, which is indicative of the care
exercised by licensees in the preparation of the applications and the planning and
dedication of the Commission staff. Applications for units from two additional
sites—Hatch in Georgia and Turkey Point in Florida—are currently under review.
Also, we recently received application from four additional sites; Surry and North
Anna in Virginia, Catawba in South Carolina, and McGuire in North Carolina, com-
prising a total of eight units. As indicated by our licensees, many more applications
for renewal are anticipated in the coming years.

Although the Commission has met or exceeded the projected schedules for the
first reviews, it seeks to have the renewal process be as effective and efficient as
possible. The extent to which the Commission is able to sustain or improve on our
performance depends on the rate at which applications are actually received, the
quality of the applications, and the staff resources available to complete the review
effort. The Commission recognizes the importance of license renewal and is com-
mitted to providing high-priority attention to this effort. As you know, the Commis-
sion encourages early notification by licensees of their intent to submit license re-
newal applications in order to allow adequate planning of demands on staff re-
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sources. The Commission is committed to maintaining the quality of its safety re-
views.

Reactor Plant Power Uprates

In recent years, the Commission has approved numerous license amendments that
permit licensees to make relatively small power increases or uprates. Typically,
these increases have been approximately two percent to seven percent. These
uprates, in the aggregate, resulted in adding approximately 2000 MWe or the equiv-
alent of two new 1000 MWe power plants.

The NRC is now reviewing six license amendment requests for larger power
uprates. These requests are for Boiling Water Reactors (BWR’s) and are for uprates
of 15 percent to 20 percent. (There are two primary designs for operating light water
reactors: Boiling Water Reactors and Pressurized Water Reactors.) While the staff
has not received requests for additional uprates beyond these six, some estimates
indicate that as many as 22 BWR’s may request uprates in the 15 percent to 20
percent range. These uprates, if allowed, could add approximately 3000 to 4500
MWe to the grid.

Approvals for uprates are granted only after a thorough evaluation by the NRC
staff to ensure safe operation of the plants at the higher power. Plant changes and
modifications are necessary to support a large power uprate, and thus require sig-
nificant financial investment by the licensee. While the NRC does not know the
number of uprate requests that will be received, the staff is evaluating ways to
streamline the review process. We would note that power uprates of five percent or
more are considered by the NRC staff to be substantial and to require significant
technical review and analysis. As with license renewals, the Commission encourages
early notification by licensees, in advance of their applications for uprates, in order
to allow adequate planning of demands on staff resources.

High-Level Waste Storage [ Disposal (Spent Fuel Storage)

In the past several years, the Commission has responded to numerous requests
to approve spent fuel cask designs and independent spent fuel storage installations
for onsite dry storage of spent fuel. These actions have provided an interim ap-
proach pending implementation of a program for the long-term disposition of spent
fuel. The ability of the Commission to review and approve these requests has pro-
vided the needed additional onsite storage of spent nuclear fuel, thereby avoiding
plant shutdowns as spent fuel pools reach their capacity. The Commission antici-
pates that the current lack of a final disposal site will result in a large increase in
on-site dry storage capacity during this decade.

The NRC staff is currently reviewing an application for an Independent Spent
Fuel Storage Installation on the reservation of the Skull Valley Band of Goshute
Indians in Utah. This application is currently subject to an ongoing adjudicatory
hearing before an Atomic Safety and Licensing Board.

We continue to prepare for a potential license application from DOE for a pro-
posed high-level waste geologic repository at Yucca Mountain. These efforts include
rulemaking to codify recently set radiation standards for the proposed repository
and periodic technical exchange meetings between NRC and DOE staff which are
open to the public.

We are also revising our requirements for the transportation of spent fuel and ra-
dioactive material to make them more risk-informed and consistent with inter-
national standards. We are doing this in partnership with the Department of Trans-
portation, which will simultaneously revise its own rule in this area.

Risk-Informing the Commission’s Regulatory Framework

The Commission also is in a period of dynamic change as the agency moves from
a prescriptive, deterministic approach toward a more risk-informed and perform-
ance-based regulatory paradigm. Improved probabilistic risk assessment techniques
combined with more than four decades of accumulated experience with operating
nuclear power reactors has led the Commission to recognize that some regulations
may not achieve their intended safety purpose and may not be necessary to provide
adequate protection of public health and safety. Where that is the case, the Commis-
sion has determined it should revise or eliminate the requirements. On the other
hand, the Commission is prepared to strengthen our regulatory system where risk
considerations reveal the need.

Perhaps the most visible aspect of the Commission’s efforts to risk-inform its reg-
ulatory framework is the new reactor oversight process. The process was initiated
on a pilot basis in 1999 and fully implemented in April 2000. The new process was
developed to focus inspection effort on those areas involving greater risk to the plant
and thus to workers and the public, while simultaneously providing a more objective
and transparent process. Although the Commission continues to work with its
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stakeholders to assess the effectiveness of the revised oversight process, the feed-
back received from industry and the public is favorable.

FUTURE ACTIVITIES

Scheduling and Organizational Assumptions Associated with New Reactor Designs

While improved performance of operating nuclear power plants has resulted in
significant increases in electrical output, significant increased demands for elec-
tricity will need to be addressed by construction of new generating capacity of some
type. Serious industry interest in new construction of nuclear power plants in the
U.S. has only recently emerged. As you know, the Commission has already certified
three new reactor designs pursuant to 10 CFR Part 52. These designs include Gen-
eral Electric’s Advanced Boiling Water Reactor, Westinghouse’s AP-600 and Com-
bustion Engineering’s System 80+ (now owned by Westinghouse). Because the Com-
mission has certified these designs, an application for a combined construction per-
mit and operating license under Part 52 may reference one of these approved de-
signs. Licensees have also indicated to the NRC that applications for early site per-
mits could be submitted in the near future. These permits would allow pre-certifi-
cation of sites for possible construction of nuclear power plants.

In addition to the three already certified advanced reactor designs, there are new
nuclear power plant technologies, such as the Pebble Bed Modular Reactor, which
some believe can provide enhanced safety, improved efficiency, and lower costs, as
well as other benefits. To ensure that the NRC staff is prepared to evaluate any
applications to build these advanced nuclear reactors, the Commission recently di-
rected the staff to assess the technical, licensing, and inspection capabilities that
would be necessary to review an application for an early site permit, a license appli-
cation, or construction permit for a new reactor unit. This will include the capability
to review the designs for Generation III+ or Generation IV light water reactors, in-
cluding the Westinghouse AP-1000, the Pebble Bed Modular Reactor, General
Atomics’ Gas Turbine Modular Helium Reactor, and Westinghouse’s International
Reactor Innovative and Secure (IRIS). In addition to assessing its capability to re-
view the new designs, the Commission will also examine its regulations relating to
license applications, such as 10 CFR Parts 50 and 52, in order to identify whether
any enhancements are necessary. We also recently established the Future Licensing
Project Organization in order to prepare for and manage future reactor and site li-
censing applications.

In order to confirm the safety of new reactor designs and technology, the Commis-
sion believes that a strong nuclear research program should be maintained. A com-
prehensive evaluation of the Commission’s research program has been completed
with assistance from a group of outside experts and from the Advisory Committee
on Reactor Safeguards. With the benefit of these insights, the Commission expects
to undertake measures to strengthen our research program.

Human Capital

Linked to these technical and regulatory assessments, the Commission is review-
ing its human capital to ensure that the appropriate professional staff are available
for the Commission to fulfill its traditional safety mission, as well as any new regu-
latory responsibilities in the area of licensing new reactor designs.

In some mission critical offices within the Commission, nearly 25 percent of the
staff are eligible to retire today. As with many Federal agencies, it is becoming in-
creasingly difficult for the Commission to hire personnel with the knowledge, skills,
and abilities to conduct the safety reviews, licensing, research, and oversight actions
that are essential to our safety mission. Moreover, the number of individuals with
the technical skills critical to the achievement of the Commission’s safety mission
is rapidly declining in the Nation, and the educational system is not replacing them.
The NRC staff has taken initial steps to address this situation, and as a result, is
now systematically seeking to identify future staffing needs and to develop strate-
gies to address the gaps. It is apparent, however, that the maintenance of a tech-
nically competent staff will require substantial effort for an extended time. (The var-
ious energy bills properly give attention to such matters.)

Budget

The NRC has submitted a proposed bill for authorization of appropriations for Fis-
cal Year 2002. We respectfully request the Committee’s support for our budget re-
quest. However, as I mentioned earlier, serious industry interest in new construc-
tion of nuclear power plants has only recently emerged. Therefore, our budget pro-
posal now before Congress does not include resources to prepare for this initiative.
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LEGISLATIVE PROPOSALS

The Commission has identified in its legislative proposals areas where new legis-
lation would be helpful to eliminate artificial restrictions and to reduce the uncer-
tainty in the licensing process. These changes would maintain safety while increas-
ing flexibility in decision-making. Although those changes would have little or no
immediate impact on the Nation’s electrical supply, they would help establish the
context for consideration of nuclear power by the private sector without any com-
promise of public health and safety or protection of the environment.

Commission antitrust reviews of new reactor licenses could be eliminated. As
a result of the growth of Federal antitrust law since the passage of the AEA,
the Commission’s antitrust reviews are redundant of the reviews of other agen-
cies. The requirement for Commission review of such matters, which are distant
from the Commission’s central expertise, should be eliminated.

Elimination of the ban on foreign ownership of U.S. nuclear plants would be
an enhancement since many of the entities that are involved in electrical gen-
eration have foreign participants, thereby making the ban on foreign ownership
increasingly problematic. The Commission has authority to deny a license that
would be inimical to the common defense and security, and thus an outright
ban on all foreign ownership is unnecessary.

With the strong Congressional interest in examining energy policy, the Commis-
sion is optimistic that there will be a legislative vehicle for making these changes
and thereby for updating the AEA. Indeed, I would note that these matters are in-
cluded in the legislative proposals that NRC recently provided to this Committee.

SUMMARY

The Commission has long been, and will continue to be, active in concentrating
its staffs efforts to ensure the adequate protection of public health and safety, to
promote the common defense and security, and to protect the environment in the
application of nuclear technology and materials for civilian us