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The Tellicc project is a 38,000 acre water resource and
regional econcmic development project located cn the Little
Tennessee River, In January 1977 +tke courts halted construction
of the project because it would dAestroy the snail darter, an
endangered species of fish. As of February 1977, the Tennessee
Valley Authority (TVA) had obligated about $103 million on the
project and estimated that $13 million to $£19 rillion would be
required to complete it. Findings/Conclusions: If the reservoir
is not created, somé of the project costs could provide benefits
for alternate uses of land, roads, and bridges., There were wide
differences in estisates of expenditures necesszary to provide
benefits without prciect completion, with GAO estimating that
$56.3 million could provide some benefits but that these would
not be proporticnate with costs. In veighing alternatives,
proponents and cpponents of the prcject agreed that even a
modified dam and reservoir would endanger the spail dacter. TVA
claimed that it successfully transglanted over 700 snail darters
to the Hivassee River, but the Secretary of the Interior
recommended steps tc conserve the darter pcpulation in the
Little Tennessee River. Potential alternate uses for the valley
include developsent of agricultural, recreatioral, and
archeological opportunities, none cf which are supported by
current cost benefit estimates. The most recent analysis was
pecformed by TVA in 1968 and has nct been upda ted.
Recommendations: The Chairman of TVA should gather and provida
to Congress detailed information on remaining costs and benefits
of the Tellico project and its alternatives. Until current
detailed cost and benefit information is made available,
Congress should probihit by ‘awv any spending by TVA for work on
the pro ject that would further endanger thc snail darter or not
be necessary if the project were nct comp.eted cr modified.
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REPORT TO THE CONGRESS

BY THE COMPTROLLER GENERAL
OF THE UNITED STATES

The Tennessee Valley Authority's
Tellico Dam Project--Costs,
Alternatives, And Benefits

In January 1977 the nearly completed $:16
million Tellico Dam project was stopped
because it would harm the habitat of the
snail darter-an endangered species of fish,
Several alternatives to the project have been
proposed, However, neither the current pro
ject nor altermatives are supported by cur
rent benefit-cost analyses

The Tennessee Valley Authority should up
date the remaining benefit-cost data for the
Tellico project snd alternatives to it. The
Congress should prohibit the Authority from
further work on the project and should not
act on the proposed legislation to exempi
the project from the Endangered Species Act
until more current information is received
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHING TON, DC.  Jo%as

B-114850

To the Presldent of the Senate and the
Speaker of the House of Representatives

This report summarizes the status of litigation,
costs, alternativee, and benefits of the Tennessee Valle
Authority's Tellico dam project, It does not take a pan-
tion on whether the project should be completed, but rather
suggests that more information is needed to resolve the
controversy,

This review wae requested by the Chairman, House
Committee on Merchant Marine and Fisher ies; Senator James
Sasser; Representative John Duncan; and under authority of
the Budget and Accounting Act of 1921 (31 v.S8.C, 53) and
the Accounting and Auditing Act of 1950 (31 U.8.C. 67).

We are sending copies of this report to the Director,
Office of Management and Budget; the Secretary of the
Interior; the Chairman of the Board, Tennessee Valiley
Authority; the Chairman, Council on Environmental Quality;
each member of the Tennessee Delegation; and the House and
Senate committees and subcommittees having oversight re-
sponsibilities for the matters discussed in this report,

L 24 im

Comptroller General
of the United States




COMPTROLLER GENERAL'S THE TENNESSEL VALLEY

REPORT TO THE CONGRESS AUTHORITY'S TELLICO DAM
PROJECT-~COSTS, ALTERNATIVES,
AND BENEFITS
DIGEST

=

In January 1977 the courts halted con-
struction of the Tellico project because

it would destroy the snail darter--a
three-inch fish protected by the Endangered
Species Act,

GAO does not take a position for or against
completing the Tellico project, but rather
that more information is needed to allow the
Congress to act on the questions before it,

GAO looks at the following guestions:

-=What portion of the dam project already
completed would provide benefits if the
project were not completed and what costs
are involved?

==Can a reservoir be operated in other ways
that woula not harm the snall darter?

==What benefits would occur if the project
were completed?

BENEFITS WITHOUT COMPLETION

As of February 1977, TVA had obligated about -
$10) million on the project and estimated
that §13 million to $19 million--primarily
for roads, recreation centers, and reservoir
clear ing-- would be required to complete the
project, The Authority's and the Tennessee
Endangered Species Committee's estimates

of expenditures that will provide benefits

if the project is not completed, differ
greatly, The Committee says $80 million

will provide benefits if the project is not
completed; the Authority, about $25.65 million,
but this estimate is limited to the current
value of the land plus the estimated cost of
roads and bridges needed even without the
project,

Covs7 GUN8 nouia e noted hereor i leds




GAO believes about $56.3 million of the
project costs--primarily land, roads, and

br idges--could provide some benefits with-
out completing the project, (See p. 10.)
The benefits probably will not be propor-
tionate with project costs, however, because
the bridges were built higher than necessary
without a reservoir and benefits to be de-
rived from roads depend on the use of the
land if a reservoir is not created,

In addition, any benefits will be »ffset
by the necessary costs of removing all

or part of the completed work to guarantee
the darter's survival, About $2. million
in wages paid dur ing project construction
have already ben: fited the a-ea.

ALTERNATIVES

Both project proponents and opponents agree
that even a modified dam and reservoir at
Tellico cannot be operated i(f the snail
darter is to survive, Abandoning the project
without removing some of the dam is also not
a v;nhlc option, for the same reason, (See

p. 3.)

The Authority has transplanted over 700 snail
darters to the Hiwassee River. Although still
guestioned by some biologists, the Authority
claims its transplant is successful based on
survival, maturity, and reproduction, For that
reason, and because the project is thr~atening
the s~ 3il dartur, the Authority petitioned the
Secretary of the Interior to change the Little
Tennessee River from being listed as ther snail
darter's critical habitat. The Secretary re-
jected the petition and recommended steps to
conserve the darter population in the Little
Tennessee River,

The Authority and others have considered
alternate uses for the valley if the project
is not completed., These include development
of the agricultural lands, cold-water recrea-
tional opportunities, and numerous archeolog-
ical and historical sites. However, none are
supported by current benefit-cost estimates
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of their feasibility. Until more information
is obtained, the merits of these proposals
cannot be evaluated,

BENEFITS WITH COMPLETION

The most recent analysis of project benefits
was primarily prepared in 1968 by the Authority,
It estimated yearly benefits of §3,760,000

and a benefit-cost ratio of 1.7 to 1, Even
though project costs have ircreased about

115 percent, the Authority has not updated

its benefit projections,.

Some of the assumptions and logic of the
Authority's projection would not accurately
predict actual benefits. In some instances
the methodology did not conform to Federal
guidelines and in other instances the
statistical projections were not valid.

. (See p, 27.)

Because of these problems., the benefits claimed
for the Tellico project could be over- or under-
-t:;::. A thorough, up-to=date analysis is

ne .

RECOMMENDATIONS TO THE CHAIRMAN OF THE
TENNEESEE VALLEY AUTHORITY

The Chairman should gather and provide to the
Congress, through the Office of Management and
Budget, detail information on the remaining
costs and remaining benefits of the Tellico
project and its alternatives.

Initial suggestions on developing alternatives
and comments on the methodologies, data bases,
and resulting analyses should be obtained from
the Director of the Office of Management and
Budget, the Chairman of the Council on Environ-
mental Quality, and the Secretary of the
Interior.

fit



RECOMMENDATION TO THE CONGRESS

The snail darter is an irtegral part of the
broader issue: 1Is the Tellico project the
best use of the Little Tennessee River Valley?
Because the snail darter population can be
reestablished if conservation measures are
taken and if, over the long run, at least a
portion of the dam is removed, more current
information should be obtained on the project
and its alternatives.

The Authority is ready to spend an estimated
$13 million to $19 million to complete the
Truj-ct if the U.S. Supreme Court 1ifts the

njunction, Until current detailed cost and
benefit information is made available for the
Tellico project and its alternatives., the
Ccongress should prohibit by law the Authority
from spending any more appropriations for work
on the project that would (1) further endanger
the snail darter or (2) not be necessary if
the project were not completed or were
modified.

No action should be taken on the legislation
proposed to exempt the project from provisions
of the Endangered Species Act of 1973 until
the Congress has had time to assess updated
information,

AGENCY ACTIONS AND UNRESOLVED ISSUES

The Authority maintains that remaining cost
and remaining penefit information should not
be obtained for the project or its alterna-
tives because Tellico is nearly complete. The
Authority also stated that “scenic river"
alternatives have already been considered and
rejected by the CunTrunl and that alternatives
would require additional funds to restore the
project area and to provide public use
facilities,

Considering (1) the age of the .968 analysis.

(2) the faults found in the methods used by
the authority,., and (3) that comprehensive

iv




alternatives have never been measured, GAO
believes that remaining cost and remaining
benefit information on the project and its
alternatives is necessary.

The Department of the Interier agreed with
GAO's findings and is interested in helping
the Authority assess project alternatives.
The Council on Environmental Quality would
like to comment on a remaining cost-benefit
analysis but cautioned that the depth of its
comments would be limited by the resources
available at that time. The Office of
Management and Budget had no comments or

su jgestions.

Because of items pointed out by the Department

of the Interior and the Authority, GAO revised

the report where applicable. Basic differences
with the Authority remain and are discussed

in chapter 5 and appendix VIII.
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CHAPTER 1
LEGAL AND ENVIRONMENTAL CONSIDERATIONS

At the requests of the Chalrman, House Committee on
Merchant Marine and Fisheriea, Senator James Sasser. and
Representative John Duncan, we have reviewed certain
aspects of the Tennessee Valley Authority's (TVA's) Telllco
project (see app. I, II1, and IIl1). Based on :zhe orliginal
requests and subsequent agreements with the Committee we
identified

-=-what portion of project expenditures would provide
benefits if the project were not complet~d,

--alternative methods of operating a raserveir *that
would not have an adverre impact on the snalil
darter, and

~=-the benefits that would occur if the project were
completed.

We intecrviewed TVA personnel and reviewed pertinent
legal documents, records, correspondence, and reports, We
also contacted individuals and organizations opposed ‘o
the project and reviewed all data provided. In company
with officials of TVA. the Tennessee Endangered ecises
Committee (TESC) 1/. and others, we toured the project area
and observed the Current project configura*ion,

The Tellico project is a 38.000 acre water resource
and regional economic development project located on the
Little Tennessee River in Loudoun, Monroe, and Blount
Counties, Tennessee, The project has been challenged by
various groups because it would create a 10-mile reservoir
covering 16,500 acres of land, including prime farmland
in the three-county area as well as numerous historical
and archeological sites. The Tellico reservoir would pro-
vide recreation, shoreline development, and flood control,

1/ TESC is a Knoxville, Tennessee, area organiza'ion which
is knowledgeable about the Littls Tennessee River Valley,
puring our review, TESC provided us wi*h infor-a*ion on
behalf of the Little Tennessee River Allliance. a orgar
ization with a current membership of about 25.000 persons.



These and other project beneflits, such as navigation and
electric power generation, are discussed in detall in
chapter 4,

TVA developed the Tellico project proposal in 1963,
and funds were first appropriated by the Conagress in October
1966. Construction on *he da began March 7, 1967, The
dam is complete a8 are many othar features of *he erervolir;
.however , some work, such as final land clearing, recreation
facility preparation, and highway construction, is not yet
finished, The entire Tellico project is abou*t 90-percent
complete and the reservoir is ready for impoundment. Through
February 1977, $116 million has been budgeted for the pro-
ject, of which about $103 miliion has been oblligated,

LITIGATION

Legislation enacted after TVA began the Tellico project
eventually led to construction delays. Beginning in 1971
environmentaliste and affected landowners filed suit in
Federal courts seeking to halt Tellico construction. These
groups contended that TVA had not filed an adeguate envi-
ronmental ilflct sta.ement as required by the National
Environmental Policy Act of 1969 (42 U.5.C. 4321 et seq.)
(NEPA). Project opponents obtained a preliminary Injunction
and halted the project for 21 months., In October 1973 a
district court concluded that TVA's final statement fully
complied with NEFA and lifted the injunction, The decision
was affirmed by a Federal appeals court.

In August 1973, when *he project was about S50-percent
complete, a University of .ennessee ichthyologist discovered
a previously unidentified species of fish, the snail darter,
living in the Little Tennessee River. A search of ecolog-
ically comparable rivers confirmed that the Tellico project
portion of Little Tennessee River was virtually thr exclusive
preserve of the snail darter.

About 4 months after the snail darter's discovery,
Congress passed the Endanger<d Species Act of 1973 (16 U.S8.C,
1531 gé !%g.l. The act provided, among other things, a means
to protect ecosystems on which endangered species depend.
and empowered the Secretary of the interlor to compile a
list of endangered and threatened species which would re-
ceive protection under the act, On November 10, 1975, the
Secretary included the snail darter on the endangered list
primarily because of the threat the Tellico project posed
on the species.



Beginning on Pebruary 28, 1976, a group of sclentists
and envircmentalists sought to permanently enjoin project
completion in the same Federal court which granted the
earlier injunction. While the case was awalting trial, the
pepartment of the Interlior's Fish and Wildlife Bervice
designat+d the lower Little Tenneesee River as the snail
darter s critical habitat,

The trial was held on April 29 and 30, 1976, The rourt
concluded:

®* % & the preponderance of the evidence demon-
strates that closure of the Tellico Dam in January
1977 and the consequent creation of the Tellico
Reservoir will result in the adverse modification,
if not complete destruction, of the snail darter's
critical habitat, * * * Almost all of the known
population of snail darters will be significantly
reduced if not completely extirpated * * **

Not withstanding, the court weighed the snall darte:'s
survival against the projected benefits of the Tellico
project, denied the injunction, and dismissed the action,

Because environmentalists immediately filed an appeal.
a Federal court of appeals enjoined dam closure pending the
outcome of the case. On Januvary 31, 1977, a court of appeals
reversed the lower cour*t ruling and ordered a permanent in-
junction to preclude dam closure and other actlvities whi.ch
would threaten the gnail darter's habitat, The court con-
cluded that the evidence indicated a clear violation of the
Endangered Species Act and that the act does not permit an
analysis of equities. The court of appeals ruled that the
injunction should remain in effect until the Congress
exempts the project from compliance with the act, *the snail
darter has been deleted from the list of endengered species,
or its critical habitat has been redefined. On May 130, 1977,
TVA, in conjunction with the Solicitor General of the United
States, filed a petition with the U.S., Supreme Cour:t ‘o
appeal the court of appeals decision, .

Hﬂﬂllillﬂ THE RESERVOIR CONFIGURATION

TVA and TESC officlals told us the project cannot be
modified to preserve the snail darter and provide projected
reservoir benefits, Low and intermediate pool levels wculd
gtill effect the snall darter's habitat and would decrea.e
the amount of project benefits.




Abandoning the project without removing at least a
portion of the dam is also not a viable option. Life-cycle
studies of the snail darter irdicate that the Tellico Dam
in its present form threatens the darter's survival, even
with the sluice gates open, The darter spawns In shallow
water upriver from Tellico dam. As the eggs hatch, many
of the larva swim into the river current and float down-
stream, through the sluice gates of Tellico Dam and in%o
Watte Bar Reservoir, With the onset of maturation, these
snail darters swim back toward their spawning area in the
Little Tennessee River., Since closure of the north channel
in August 1975, the darter's upstream migration has been
gtopped, TVA, TESC, the Tennessee Wildlife Resources
Agency, and the Department of the Interior's Fish and Wild-
life Service blologists agree that the continued existence
of a normal level snail darter population in *he Little
Ténneossee River is in serious doubt.

TVA transplanted over 700 snail darters *o the Hiwassee

River and has claimed a successful transplant as judged by
survival , maturity, arnd reprnduction., Interior's Fish and
Wildlife Service and the ichthy:.logist who discovered the
snail darter. however, said that from 5 to 15 years may be
required to determine whether the snail dar%er can success-
fully survive in its new environment,

Because TVA believes its transplant was successful
and predicts elimination of the snail darter in the Littlas
Tennessee River, TVA petitioned the Secretary of the
Interior in Pebruary 1977 to delist the Little Tennessee
River as the snail darter's critical habitat, 1In July 1977
the Secretary rejected the petition and recommended certain
steps to conserve the darter population in the Lit:le
Tennessee River.

There is no feasible compromise, Only complezion of
the Tellico projec* can provide those reservoir benefitp
which TVA projected for the area, Likewise, alternatives
for the project area must include removing a portion of
the dam %to ensure the snail darter's survival in the Litt =
Tennessee River.



CHAPTER 2
;RDJIET COSTS _AND BENEFITS
IF ED

Through February 1977 TVA had obligated abou* 5103
million of the $116 million estimated cost of the Tellico
project. In our opinion, about $56.3 million of the project
costs--primarily land, roads, and br ldges--could provide
some benefits for alternate uses of the project area if the
reservoir is not created, but the benefils *to be derived
will depend on how the land is used. Because bridges /ere
built higher and longer thai normal to accomodate a rescrvolr
and many of the roads were bulilt to replace existing roads
echeduled for inundation, the benefits probably will not be
proportionate with the cost.

PROJECT COSTS

Since the Congress first appropriated funds for the
Tellico project in 1966, the project cost estimate has
increased from $45 million to $116 million, TVA officials
attributed a large portion of this increase to rising con-
gtruction costs and delays resulting from court injunctions,

On the basis of TVA's .estimated cost at the end of
February 1977, about $13 million would be required to
complete the Tellico project. One officlal in TVA's
Engineering Design and Construction Office stated, however,
that the estimated completion costs may have increased to
$19 million because of continued delays and rising costs
These funds are required primarily for completion of two
major road projects, recreation centers, an interreservoir
canal, access roads, and about 100 acres of reservolir
clearing.

Through February 1977 TVA had obligated about £103
million on the Tellico project in three basic categories:

-=cand ($25.5 million).
-=Construction features ($63.0 million).

--Engineering, general and administrative expenses,
and outstanding commitments (§14.7 million),

A description of the investment made in each of these
categories follows.




Land costs

Land costs of $25.5 million include the purchase price
of land plus improvements and other expenses related to the
acqguisition, as shown in the following table,

Land Acquisition Costs
gor—the TellTco Dam Project

Type of expense Cost
ee (miTTTons)

Pufﬁhlll price
Land
Improvements

<4
—

e
LU

$22.1

5

Other related costs
Acquisition expense s
Surveying and mapping
Legal
Relocation

(=N =N =N
- & W Ll
wpa o

Total $25.5

The project area purchased by TVA encompasses 38,000
acrag, including about 17,100 acres of high gquality agri-
cultural land. This land, which comprises about 14 percent
of the class I and II land in the three-county area, has few
or no limitations, a slope of less than two percent, and |g
suitable for cultivated crops, pasture, range, woodlana, or
wildlife. The remainder of the land in the project area has
a steeper slope and requires more complex land management
measures but generally has the same potential uses ar the
higher quality land. Before TVA began purchasing property
for the project, the land was used primarily for grazing
and. to a lesser extent, farming.

Of the 38,000 acres in the project area. about 16,500
acres would be inundated at normal reservoir levels, and an
additional 2,900 acres would be used for flood control. e
remaining land was purchased, according to TVA, to maximize
project benefits and to insure that the shoreline land would
be available for planned development purposes in cooperation
with local and State agencies. Buying additional land in
some cases avoided severance damages and the expense of
building access roads to isolated tracts. TVA considers the
resale of property made more valuable by the public works



a8 a way to recover some of the public investment made on
the reservoir project. 1In this regard, If the project Is
completed, TVA plans to sell about 16,500 acrer of this land
and estimates annualized benefits of $455,000 on the basis
of these sales, as discussed iln chapter 4.

The land acquisition costs as shown in the above table
included 2ll land improvements, such as barns, houses, wells,
fences, and any existing natural resources. Most of these
improvements, originally valued at over §5 million, were
removed during reservoir clearing operations,

Construction costs

By the end of February 1977, TVA had expended about
$63 million for construction features of the Tellico project,
as shown in the following table, This amount includes about
$24.7 million in direct labor costs,

Construction Features Costs
or e Tellico Dam Projec

Type of expense Cost
2 (miYTTons)
Dams
Concrete dam and spillway $ 5.0
Main earth dam 16,2
Auxiliary dams 1,3 $22.5
Reservoir roads, bridges. and
other adjustments
Highways and br idges $25.6
Railroad and br idge 4.1
Reservoir clearing and rim
treatment 4.0
Utility relocations and
miscellaneous 2.0 35.7
Other
Access roads $ 2.1
Interreservolir canal 1.8
Public use facllities 0.1
General yard improvements
and miscellaneous 0.8 .8
Total $63.0




Most of the construction funds have been expended on
dams, about 65 miles of State, county and local access
roads, and three major bridge replacement projects. All of
the dam structures have been completed and 524.1 million
has been spent for completed road and bridge projects, TVA
has aleo invested $3.6 million in two major road projects
which are not scheduled for completion until the dam is
closed, Most of the roads are *o be used as replacements
for those which would be covered by the reservolr, Simi-
larly, bridge replacements were required because of design
modifications necessary to allow navigation on the higher
water levels of the reservoir. In addition. the State of
Tennessee has spent over $1 million in its program to pro-
vide roads and improvements in the project area,

According *o an official of the Tennessee Department of
Transportation, the State will continue limited maintenance
on State highways in the reservoir area until the dam is
closed, The official did no%t know what the State would
do with incomplete highway projects if the reservoir is not
created and said that the Department of Transportation could
not complete any project without an appropriation from the
state legislature. He considered it unlikely that the State
would ever complete the Tellico Parkway--one of the major
road projects--presently being funded entirely by TVA.

Other taggnditurei and revenues

TVA has expended about $14.7 million on various aspects
of the Tellico project other than land and construction,
as shown in the following *:able.

Other Costs for the
e ro Dam Proijec

Type of expense Cost
(imiITions)

General engineering and design $ 1.6

Planning, surveying, and model tests 3.2

Environmental studies, construction
supervision and support, and

nonallocated overheads 8.2
Contracts not yet paiud in full 1,7
Total $14.7
- — |
8
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TVA has cumulatively received about $665,000 in revenue
related to the Tellico project. Structures and timber were
sold from reservoir clearing operations for about $99,000
and farmland and houses on land purchased by TVA have beep
leased for a total of about $566,000,

Costs if the project is not completed

In the event the Congress determines that the project
should not be completed and that the project area shoula be
restored to its natural state, TVA will incur additional
costs. Because life-cycle studies of the snail darter indi-
cate that the Tellico Dam in its present form threatens the
snail darter's survival in the Littie Tennessee River, at
least a portion of the dam will have to be removed to pre-
serve the natural population.

We believe that the cost of removing all or a portion
of the work completed to date could vary considerably de
pending on the extent of restoration deemed necessary,
According to TESC. removing a portion of the earthen dam
to restore the north channel and to allow the Little Tennes-
see River to flow more freely could be accomplished at an
estimated cost of $2 million to $3 million. However, TVA
maintains that removing only a portion of the dam will result
in periodic flooding of some of the prime agricultural land
in the valley, TESC agrees that some flooding could occur
but that it would be highly localized at the base of the dam
if enough construction is removed.

TVA estimates that removing the concrete and earthen dams

and restoring the entire project area could cost as much as
$16 million, as shown in the following tible,

TVA's !Etllltl of Removing Dams
an storing Project Area

Estimated ccst

Remove concrete dam and spillway $§ 3,800,000
Remove auxiliary dams 700,000
Fill interreservoir canal 3,300,000
Reforest river banks and reservoir 500,000
Obliterate incompleted roads and

site facilities 1,100,000
Restore fill at Old Fort Loudoun,

Chota, and Blockhouse 700,000
Remove 411 and railroad brlidges 200,000
Remove miscellaneous facilities 400,000

Total $16,000,000
9




We believe an analysis of the benefits and costs of
alternatives being proposed for the project area should
include the cost of removing all or a portion of the work
completed to date.

¥5H8!1T3 FROM INVESTMENT IF PROJECT

— —

Some portions of the vestment made in the Tellico
project could provide benefits for alternate uses of the
project area if the reservoir is not created., The amount
of the investment that would provide benefits and the
extent of such benefits, however, are subject to varied

estimates and depend on the ultimate use of the projr-t area,

TESC contends that $80 million of the $103 million
could provide benefits. In contrast, TVA estimates that
§25.65 million of the investment is recoverable, These
eatimates are not comparable, however, because TVA's valua-
tion is limited to an estimate of the current value of the
land plus the estimated cust of roads and bridges which
were needed even without the project, As shown in the
following table, we believe that §$56.3 million of the pro-
ect investment could provide benefits although such bene-

its probably would not be proportionate with these costs,

Estimate of amounts

Cost as of TVA estimate that could
l'tb".‘lll’; a8, of recover- rovide benefit
Category 1977 able cost &3 TESC
Land $ 25.5 $11.0 25.5 $25.5
Construction:
Dams 22.5 0.0 0.0 0.0
Roads, bridges
and other
reservolir
facilities 35.7 3.3 6.5
Other facil-
ities 4.8 0.0 0.0
Other coasts 14.7 1,35 4.3
Total 'M 'iil‘i s"i.l a/ $65.0

4/ In addition to the §65 million, TESC also contends that
§$15 million in salaries will provide benefits.
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Our analyses of the value of land, constructlion, and
other investments in the project, as well as benefits re-
sulting from direct labor wages, are presented in the
fcllowing sections.

Project opponents and proponents agree that the land
purchased TVA would provide benefits even If the project
is not completed. How TVA would dispose of the project land,
however, is uncertain. The TVA Board of Directors could
declare the entire project area surplus property and make it
available for sale at public action or, in the event an al-
ternative land use plan is adopted, TVA could use the land
or convey title to another Government agency or to the State
of Tennessee,

TVA's estimate of recoverable project costs includes
$21 million as the estimated gross selling price for the
38,000 acres of project land. 1In estimating this value TVA
evaluated land transactions in the three-county area affected
by the project, considering several factors which might
affect property values. These factors included accessibility
by roads or highways, availability of potable water lines.
value of existing improvements, size of the tract, intended
use, and real estate market conditions,

TVA concluded that the increase in property values
since the land was acquired has been more than of fset by the
administrative acquisition costs of $3.4 million and the re-
moval of much of the houses, barns, fences, wells, and timber
which were valued at about $5.2 million when the land was
purchased. In addition, some of the access roads and bridges
have been destroyed or removed which TVA believe: has reduceq
the value of the land. One TVA official said that if the
land were sold at auction, property values would be severly
depressed, selling costs would be incurred, and the proceeds
from such a sale could be considerably less than the $.1
million estimated by TVA.

We obtained land value estimates from three realtors
and a bank presldent who were referred to us by TESC and
who worked in communities near the Tellico project area.
These persons estimated land values ranging from $600 to
$1,500 per acre for the higher guality land and from $200
to $1,000 per acre for all other land in the project area,
Application of these values results in a range of $14.4
mll;lon to $46.6 million as an estimated gross value of the
land.
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Chapter 3 will dlscuss varinus alternative uses that
have been proposed for the land. In our opinlon. the publlic
benefit that can be derived fror the Tellico land depends cn
its ultimate use or disposition, We believe the full acqui-
sition cost of the land--$25.5 million--wi’'l provide some
benefit regardless of whether the project is completed,

Construction

The $63 million spent on Tellico construction consists
primarily of dams, roads, and bridges. In our opinion only
about 42 percent of that investment--about 526.5 million
relating to roads and bridges--could provide significan’
benefit unless the project is completed,

TVA considers that three bridge projects will provide
public benefit if the reservoir is not impounded. These
are a four-lane state highway bridge and two new two-lane
bridges which replaced substandard one-lane pridges,
According to TVA, two of these bridges were designed for
navigational clearance and, without a reservoir, could have
been built much lower, shorter, and for about three-quarters
of the cost, TVA estimated these bridges, costing ubout $6.0
million, could have been constructed for about 54.65 million
without the special reservoir design reguirements,

All road construction costs are considered nonrecoverable
by TVA because the new roads are somewhat circulitous and
replace the existing road system which was satisfactory for
the limited amount of trafflic without the reservolr, Simi-
larly, TVA's position is that the existing railroad bridge
was adequate and that the new bridge which replaced it was
built only because of navigational clearance reguirements,

One TVA officlal said that although there has been no guanti-
fication of increased useful life, the new roads and br!dnes
are significant improvements over those previously existing,

We believe that all of the roads and bridges completed
will provide some incremental benefit becausé each offers
improved quality and extended life over those replaced., iHow-
ever, we believe the amount of benefits to be derived will
depend on how the land is used, Because bridges were built
higher and longer than normal to accomodate a reservolr and
many of the roads were built to replace existing roads
scheduled for inundation, the benefits probably will not be
proportionate with the cost.

About $3.6 million has been spent for two major road

projects which are not expected to be completed until after
the reservoir is impounded and about 53.0 million for a
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bridge across the proposed interreservolir canal, Accordingly,
we excluded thene costs from our estimates because this
investment will not likely provide beneflts without project
completion unless an alternate development proposal would
include completing the roads, We also excluded $4.8 million
of other construction costs, such as reservoir clearing and
the interreservolir canal,.

Other investment

Of the $14.7 million not included in lana or construction
costs, about $8.2 million is unallocated overnead and 51.7
million Is for outstanding contracts on the Tellico project.
We believe that approximately §3.5 million of the uverhead
will be allocated to features which will provide some benefl*.
Of the outstanding contracts, only $0.8 million is for [tems
which will prove beneficial without a reservoir.

The remaining §4.8 million spent by TVA on the project
included general engineering. planning, and model testing
required for the dam. We do not believe that any signifi-
cant benefit will result from these expenditures if th-
project is not completed.

Benefits from wages

Another type of benefit associated with the Telllico
project is the economic stimulation cenerated by the salaries
and wages paid to project workers. TESC contends that $15
million in salaries and wages should be included as benelits
to be derived if the project is not completed, However,
since the direct benefits created by these wages have already
been realized and any secondary stimulation that might occur
from the wages also will be realized without regard to
whether the Etojcct is completed, we have excluded these
payments as “"benefits." In addition, the waaes for roads,
bridges, and some other construction features are alreaoy
included in our $56.3 million total.

As shown below, TVA has expended about $24.7 millicn in
direct labor wages through February 1977,

13



Direct Labor Costs for
the Tellico Dam Project

Cost
(miTYIons)
pams and spillway $§ 8.7
Roads and bridges 6.6
Reservoir clearing, relocations,

and general yard improvemen®s .0
Inierreservoir canal and temporary

construction facilities 3.6

Other 2.8

Total $24.7

CONCLUSION

About $56.3 million of the §103 milliion invested in the
Tellico project could provide some benefi: if the project
is not completed. The amount of benefit to be derived
from the investment depends largely on the ultimate use,
however, and probably will not be proportionate with the
original cost. An analysis of alternatives for the project
area must include the cost of removing all or a portion of
the work completed to date, According to TVA, this could cost
as much as §16 million.
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Chapter 3
MORE INFORMATION IS NEEDED ON PROJECT ALTERNATIVES

The snall darter controversy renewed Interest |n project
alternatives, including the costs of alternative proposals
and the benefits to be rcalized, Alternat.ve proposals have
been developed by TVA. the State of Tennessee, and various
proponents of river-basea area development, but none are
supported by current benefit-cost apalyses., Until more
current information is obtained, the economic merits of
each proposal cannot be evaluated,

ALTERNATIVES DEVELOPED AND EVALUATED BY TVA

In its 1963 Tellico project proposal, TVA nelther
identified nor evaluated any alternate uses for the project
area, According to a TVA official, no comparison of alter-
natives was made because existing statutes did not reguire
documented comparisons, and because TVA's philosophy and
exper ience at that time indicated that a multipurpose reser-
voir was the best economic stimuli for a depres-ed area,

In 1972. 5 years after construction started, TVA included
an evaluation of p oject alternatives in its environmental
impact statement to comply with Section 102 ol the National
Environmental Policy Act of 1969. At that time TVA identified
gix alternate project designs, estimatea the costs ana bene-
fits of each. and compared the results to the 1968 Telllico
analysis, A summary of these alternatives (s shown In the
following table.
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Alternatives Evaluated by TVA

Estimated Est imated Percent
l‘ruim annual annual of Tellico
design haracteristics costs benef .ts benefits

Lower dam 3,200 acre pool $1.426,000 §1.560.000 60
extending 25
milén
Lower dam 3,200 acre pool; 1.444.000 1.602,000 61
and scenic 8@ mile scenic
stream stream
Intermediate 8.000 acre pool 1.745.000 3,500.000 5%
dam extending 29
miles
Intermediate 8,000 acre pool; 1,761,000 3.509.000 59
dam and 4 mile scenic
scenic Btream
stream
Scenic 3¥-mile scenic a/ 82.000 b/ 12%.000 2
stream river corridor
No further Project abandon- a/ -0- 101,000 1.7
action ment
Tellico Full ol level 1,507 .000 5,903,000 100
Project with Pt. Loudoun
reservolr

a8/ Excludes cost of removing all or a portion of the Tellico dam and
any area restoration that might be necessary.

b/ Estimate is limited to recreation benefi's.
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Low and intermediate dam designs provided about &0
percent of the net economic benefits estimated for the
Tellico project, while the scenic river concept and project
abandonment provided about two percent. On the basis of
these analyses, TVA concluded that the Tellico project pro-
vided the most economic benefit for the area.

As discussed in chapter 1, low and intermediate dams
would be incompatible with preserving the snall darter's
habitat, Of the six alternate project designs, only the
scenic stream proposal remains a viable alternative., TVA
estimated scenic river costs and recreation benefits on the
basis of the same development level as the Buffalo Scenlc
Riverway in Tennessee, Public access areas, camping, hiking,
canoeing, picnicking, and sanitary facilities, as well as
acquisition of a land corridor along the river bank., were
included in TVA's computation., TVA's scenic stream proposal
did not include other benefits which might also be derived
from a developed river valley such as agriculture, historical,
cultural and industrial development, fish and wildlite,
shoreline development, and redevelopment benefits.

TVA has not updated the scenic stream benefit-cost
analysis or studied new alternatives. Although economic
conditions have changed since alternatives were evaluat:d
in 1971, TVA believes the relative economic benefits from
the project and alternatives have not been radically altered
and that a reservoir is still the best way to devciop the
area, In early 1977 TVA claimed a new beneflt-cost ratio
for the project of 7 to 1| on the basis of original benefits
and remaining costs. As discussed in chapter 4, however,
we do not belleve these benefits a/e representative of actual
benefits to be der lved.

According to TVA officlals, all efforts to complete the
current Tellico project will be exhausted before alternatives
are again considered. These efforts include its appeal to
the U.5. Supreme Court, petition to the Secretary of the
Interior to delist the Little Tennessee River as the snail
darter's critical habitat, and attempts to gain Conaressional
exemption from the Endangered Species Act,

ALTERNATIVES nzvzkgr:n BY

In 1971 Governor Dunn of Tennessee reviewed the Tellico
project and concluded that the interests of the State would
be best served Lf TVA discontinued plans to impound the Little
Tennessee River. Because of the area's location, nationally
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acclaimed trout fisheries, numerous historical and archeo-
logical sites, and great acreage of jroductive wondland,
cropland, and pasturelana, Governor Dunn stated that the
Little Tennessee River could best serve Tennesseeans as the
focal point for a scenic river recreational gateway to the
national wilderness lands beyond.

In rebuttal TVA Board Chairman Aubrey wagner pointea
out that while most of Governor Dunn's statement concerned
only the recreation aspect of the Tellico project, TVA had
to consider all the effects of a project. Mr. waagner also
said that the Governor's proposal would sacrifice the much
broader benefits of comprehensive development provided by
the Tellico project,

At Governor Dunn's request, the Executive Office of the
State issued a recreation plan in August 1973, emphasizing
the unique natural, historical, ana cultural values of the
Little Tennessee Valley. Three complementary recreation
area concepts were proposea: (1) a scenic river corriagor from
Chilhowee Dam to the confluence of the Tennessee river to
provide guality floating and fishing, (2) an archeoloaical
and historic area to protect and restore 14 outstanding sites
along the river, ana (3) an 1,l100-acre State park to provide
popular day-use activities anu recreation, No benefit
estimates were included in the preliminary plan; however,
TESC used the State plan as the basis for a more elaborate
recreational-cultural development proposal which is discussed
later.

In September 1973 the State presentec its preliminary
recreation plan at Federal court proceedings concerning the
Tellico environmental impact statement (see chapter 1),
After the court ruled in TVA's favor, the State suspended
all alternative planning.

The present State administration actively supports the
Tellico project. Current plans for community development
and recreation facilities, including State operatea histor-
ical, archeological. and recreation parks, complement. ana
in some cases are depenaent on, a reservuir, In addition,
the Ternessee Legislature has passed three joint resolutions
urging the Congress to support Tellico completion and,
according to the results of a recent guestionnaire, residents
of the three-county area support project completion about
9 to 1, (See app. 1IV.)
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OTHER PROPOSALS

Since 1v64, various individuals and groups., including
some area residents, fishermen, and envircnmentalists, have
challenged the Tellico reservolir project in favor of river-
based area development., Encouraged by the court-ordered
halt of the project in February 1977, TESC., the most active
of these groups, currently is developing alternate-use plans
for the Little Tennessee River Valley., A draft proposal,
incorporating and expanding the principal elements of the
1973 State plan, outlines eight development plans. TESC
said that these plans do not represent the full range of
possibilities for developing the valley, however, because
other opportunities, such as industrial development, were
not included in the draft proposal.

TESC plans include estimated development costs but do
not project benefits, The proposals range from returning
all lands to private individuals at negligible costs to
extensive recreational and agrarian development estimated
to cost $5.4 million., The owverall goal of each alternative
is to preserve a unigue and economically wvaluable region
while complying with the Endangered Species Act. The major
characteristics and estimated costs of each proposal are
shown in the following table.
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Propesal costs
Dusber (note a)
(1) Declare tha Little Tennessees River a

Class IL al river, Acquire sase-
sents: 209]1 asres scenic and 764 acres
1ic use. Acquire islands: 730 acres,
ovide 3 access sites. $ 20,000

(2) All aspects of plan (1) plus two added
access sites. Develop 14 archeoclogical
and historic sites, Construct a visitor
center at Halfway Town. 1,998,500

(3 All aspects of plans (1) and (2) plus
11,000=acre BState park, stable facilities
at sevaral historic sites, 15 cabins, 50-
trailer ¢ round with facilities. and a
group lodge for 60 persons. 5,450,800

(q) Return all land to private ownership. Negligible

(5) All gspects of plan (2) and return adja-
cent lands to private ownership and agri-
cultural development, Provide five access
sitea. Develop 14 archeologlical-histori-
cal sites. 1,998,500

(6) Designation of Class II river, develop
archeological and historical sites, estab-
lish a State park, and return agricultural
lapds to private or semiprivate control, 5.450,800

(7 All aspects of plan (1) plus return all
land to rlnu ownership. Provide scenic
and pubiic use sasements and three access
sites. 20,000

) "metuorn all land to private or semiprivate
cwnership with sinimal control by a manag-
ing suthority. Ose area as & sodel agricul-
tural sanagesent region in combination with
a8 recreationsl facility. Construct a loop
system to sazimise tour isa. No estimate

§/ SAD 4i4 not ity the cost estimates or determine
plboc iated p'ant benefits. Bstimates esclude

the cost of removing all or a portion of the Tellico
éam and any area restoration t might be necessary,
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A July 1977 study by the School of Architecture at the
University of Tennessee indicated “hat numerous uses can be
made of the Little Tennessee River Valley, The study rre-
gented a matrix of eight land uses and geven program options
which could be applied to the valley under three basic stra-
tegies: river retention, river impoundment, and river basin
retention with selected tributary impoundment, The variety
of options presented did not include benefit-cost analyses,
however, and the study concluded that even further study of
complementary alternatives and variations was justified,

Proposals of river-based area development generally
divide the unique qualities of the reqion into three basic
themes: recreational, cultural, and agricultural oppor-
tunities.

Recreational opportunities

The Little Tennessee River is located between the Greart
Smoky Mountains National Park and the southern half of the
Cherokee National Forest, According to TESC the Little
Tennessee River is one of the largest streams in the area
sultable for family floating and canoe trips and is equally
suited for adjacent day-use activities. such as hiking and
horseback riding.

The Great Smoky Mountains records about 8 million vists
annually and offers many of the sane activities proposed for
the Little Tennessee River Valley. An analysis of visitor
activities in the Great Smokies in 1963 compared to 1975
shows the increased popularity of these activities.

Percent
lctivlt! 9631 1975 increase
Total visits 5,258,700 B,541.,474 62
Conducted trips 11,501 19,590 10
self-guiding facilities 923,222 1,280,806 39
Overnight camping 525,080 679,930 213
Lodge 2,764 8,097 293
Hiking 166,998 222,305 33
Horseback riding 31,495 51,407 63

If travel to the park continues to increase at a rate
comparable to that of the past 25 years, 11.3 million visits
can be expected by 1985. Park officials told us the activi-
ties that presently strain park resources are the same activ-
ities that could be developed along a scenic riverway. In
their opinion, comprehensive development of the valley as a
scenic riverway would more effectively alleviate overcrowding
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at the park than would a reservoir, as well as provide a
controlled access corridor to the park area.

Trout fishing is another recreational attribute of the
Little Tennessee. Although trout must be stocked regularly.
TESC contends that the growth rate in the Little Tennessee
is equal to or better than artifically fed hatchery trout
and catches reqularly range from 5 to 12 pounds.

TESC believes that a scenic river and a reservoir offer
different recreational opportunities and points out that
reservoir-oriented activities are already available at 20
lakes within 100 miles of the Tellico site, TESC reasons
further that river oriented recreational opportunities on
the Little Tennessee would be irretrievably lost and can not
be duplicated in East Tennessee if the Tellico reservoir is
completed.

Cultural opportunities

The Little Tennessee River Valley is the ancestral home
of the Overhill Cherokees and the site of the first British
fort west of the Applachians, Numerous historical and
archeological sites are located along the Little Tennessee,
0f these, TESC proposes restoration and development of 14
significant sites as shown in the following table,



Archeological and Historical Sites
Proposed For Development

Site Significance
Halfway Town Cherokee village
Citico Cherokee village
Chota=Tenasi Cherokee capitol

(note a) village
Togua Cherokee village
and temple
mound
Tommotley Cherokee village
Tuskegee Cherokee village-
birthplace of
Sequoyah
Fort Loudoun British fort
(note a)
Tellico Site of militia
Blockhouse blockhouse
(note a) (1795)

Deve lopment

Vistor center ., museum,
stables, picnic area,
boatquide service,
interpreter,

Canoe access, informa-
tion display. hitching
statjon,

Reconstructed vil'age,
museum. canue AacCCcess,
horse hitching and
watering station,
interpreter residence,

Canoe access, picnic
area, information
display, hitching and
watering station,

Canoe access, informa-
tion display. hitching
station,

Partially reconstructed
village, canoe access,
information displays,
hitching station,

Reconstructed fort,
stables, interpreter
residence, museum,
ferry service, canoe
access. picnic area,
tent camping.

Reconstructed block-
house, canoe access.
hiking. ®trailhead,.
ferry service, infor-
mation displaye,

a/ To be preserved by TVA if the Tellico project is completed,
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Site
Militia springs

Mialoguo-Rose
Island
Bat Creek

Mounds

Coytee Springs

Bowman House

Bussell Island

Significance

Local militia
muster ing
grounds
(1790s)

Cherokee village

Site of enigmatic
stone

Grist mill site

House and grounds
of early Indlian
agent

Coytee treaty
site and
bur ial
mounds
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Deve lopment

Information display,
picnic area.

Canoe access, picnic
area, information
displays,

Canoe access, infor-
mation display.

Reconstructed grist
mill, picnic area,
canoe access, inter-
preter residence,

Restored house, inter-
preter resiadence,
canoe access,
picnic area,

Interpreter residence,
canoe access, picnic
area, museum, tent
camping.



Of the more than 200 recorded archeological sites
within the reservoir area. all major sites have been partially
investigated under funding by TVA. the National Park Seivice,
the National Geographic Soclety., and the Cherokee Historical
Association, Major habltation sites, including some mounds,
contain material from several Indian cultures which preceded
the early period of European contact, According to the
Chairman of the Department of Anthropology at the Smithson-
fan Institution, these sites

®# & # will be critical in understanding early

tribal movements and events in this most unstudied
period in Eastern !nited States archaeoclogy. Most

of these sites have not been thoroughly investigated;
their loss and that of the other archaeological and
historic resources of the area would be tragic,"”

In contrast, Dr, Alfred K. Guthe, Prolessor of
Anthropology at the University of Tennessee, and a key
member of the team that investigated the archeological sites
at Tellico, recently stated that funds provided as a result
of the Tellico project have made (t possible to carry out
an extensive and orderly program of investigation and excava-
tion which has extended through a period of 10 yeara. He
said the major sites have been extensively Iinvestigated and
that a great deal of archeological and historical information,
as well as artifactual material which was unavailable under
private ownership and would otherwise have been lost or des-
troyed, has been retrieved.

The historical and archeological significance of the
Little Tennessee River Valley is undisputed; only the best
development strategy is in question, Proponents of river-
based area development support extensive investigation of
several sites, By comparison, if the project is completed,
TVA would preserve and develop a few sites along the reser-
voir in conjunction with prereservoir gite investigation.

Agricultoral opportunities

To determine agricultural suitability. the Department
of Agriculture classifies soils into eight classes according
to slope, erosion, and other features, Land use Class | has
few limitations or none, while Class VII1 has many. The
three-county area adjacent to the project has a total of
240,000 acres of land in land use Classes I, Il and 111,
including about 25,000 acres in the project area, All of
this land is suitable for agricultural use.
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TVA acknowledges that the reservoir would reduce
agricultural production in the three-county area. In its
opinion, these losses will be of fset many times by economic
gains resulting from the project.

The Tellico environmental impact statement reported

1964 agricultural production of §1.9 million on project
roperty or about 15 percent of the agricul'tural production
n the three-county area., TESC states that this level of
production is not a good indicator of the current agricul-
tural potential, however, because changes have occurred in
farm policy since the 1960s, whein much of the land in the
project was in the Pederal soil bank. Farm policy now
encourages maximum use of fertile farm lands., TESC, | .t
draft propsal of alternative use plans, estimate. annual
yields of §17 million at 1973 prices if tillable lands are
used for intensified cultivation, TVA. on the other hand,
estimates that annual yields would not total more than about
$6.4 million annually.

CONCLUSION

Numerous alternate uses ex ist for the Little Tennessee
River Valley if the reservoir is not completed, However,
neither the Tellico project nor its alternatives are sup-
ported by current benefit and cost estimates, The State of
Tennessee currently supports the reservoir project as the
best way to develop the area. TESC and others, on the other
hand, contend that some alternative that preserves both the
snmail darter and the natural amd cultural characteristice of
the valley should be adopted. 1In our opinion, more informa-
tion is needed to resolve the Tellico question,
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CHAPTER 4

ASSUMPTIONS AND LOGIC TVA USED TO
~— ESTIWMATE TELLICO BENEFITS

The most recent analysis of Tellico benefits was |
prepared in 1968. Our analysis of these projections showed
the assumptions and logic used by TVA to estimate some bene-
fits are not valid predictors of Tellico benefits, In some
instances the methodology did not conform to Federal guide-
lines for estimating the benefits of water projects and,
in other instances, statistical projections were not vallid,
TVA officials said their methodology, procedures, and data
bases have improved significantly since they projected
Tellico benefits in 1966, but that using these different
methods to reevaluate project benefits would not signifi-
cantly affect the results of their original analysis.

TVA'S TELLICO BENEFIT ANALYSIS

Benefit-cost analyses are developed ana reportea to the
Congress by Federal water resource conrtruct ion agencies to
show the economic feasibility of proposed projects, These
analyses are one of several factors used to decide on the
best use, or combinatiocn of uses. of water and land resocurces,

TVA made an analysis of Tellico benefits ana costs in
1968, Although project costs have since Increaseu 115
percent--from $54 million to §$116 million--TVvA has not up-
dated its benefit projections because it is not its policy
to update a project analysis once a project s funded and
underway.

Because the benetit-cost analyis is important in
congressional and agency decision making, Federal guidelines
were developed for evaluating the benefits and costs of pro-
posed projects, At the time TVA estimated Tellico benefits,
these guidelines were printed in the basic and supplements
to Senate Document %7, 87th Congress, 2d session

TVA calculated direct benetits of $3.760.000 annually,
with a benefit-cost ratio of 1.7 to 1, and secondary bene-
fits of $3.650.000 annually with a total benefit-cost ratio
of ] to 1. Secondary bensfits were based on additional job
opportunities that would pe availebic in the Tellico area
a8 a result of indurtrial development, TVA estimates that
a minimum of 4,000 industrial jobs woul!d be attributable to
those industries and an additional 2.600 tracdes and services
jobs would be created,



As requested, our review was limited to the assumpt.ons
and logic used by TVA to estimate direct benefits of *he
Tellico project. Accordingly, we neither attempted to verify
or evaluate the accuracy of =he data TVA used in the analysis
nor attempted to quantity the effect of problems we found,

TVA divided direc: annual benefits into elght categories,
The summary schedule o these benefitf shown below is followed
by an analysis of each category.

Tellico Direct Annual Benefits

Recreation $1.440,000
shoreline developmen® 710,000
Flood control 505,000
Navigation 400,000
Power 400,000
Fish and wildlife 220,000
Water supply 70.000
Redeve lopment ___15,000

Total 53,760,000

Recreation

Senate Document 97 defines recreation heneflts as the
value of net increases in the quantity and quality of boating,
swimming, camping. picnicking, and similar outdoor activi-
ties resulting from a project. TVA projected the recreation
use at Tellico by dividing the total annual visits at exist-
ing reservoirs including their adjacent parks in “he TVA
system by the number of shoreline miles at these reservolrs,
This average was then multiplied by the shoreline miles ar
Tellico. Adjustments were made to (1) give more weight %o
East Tennessee reservoirs and the proximity of the project
to the Great Smoky Mountains National Park and (2) to exclude
fishing visits which TVA included under fist and wildlife
benefits. An estimated growth factor was applied to arrive
at total annual visits which were divided amona commercial,
TVA access and public use categories, Values, ranging from
57 cents to §1.25 per visit. were assigned *o eacl category
g~d multiplied by the estimatr? number of visits for each

category.
Using this method TVA predicted that the Tellico

reservoir would receive about 1,6 million annual visits by
the 6th year of the project and that the pumber of vieits
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would increase annually until it leveled off at about 2.6
million visits during the 1l5th year to yield $1,440.000 in
annual benefits over the expected 100-year life of the
project.

Our analy~is showed that the arithmetic average of
visits per shoreline mile used by TVA does not reflect the
reat variations, or the reasons for variations. mong Lhe
ndividual reservoirs used in the analysis. For cxample,
the visits per shoreline mile used to compute the average
ranged from 258 at the Appalachian reservoir and 577 at the
Nolichucky reservoir to 19,351 at the Fort Patrick Henry
reservoir and 11,220 at the Guntersville reservoir, A TVA
recreation official agreed that a number of factors affect
the recreation use of a reservoir, They stated that if thic
analysis were to be made again, factors such as water quality,
the type and amount of shoreline development. the amount of
1and devoted to public access, and the proximity to a popu-
lation center would be given consideration., We did not attempt
to determine the effect these factors would have on the
Tellico visitation estimate.

In commenting on our draft report, TVA stated that
independent estimates of expected Tellico visitation by
Economics Research Associates in 1971 substantiated the gen-
eral range of recreation visits projected for Tellico. How-
ever, we noted that the 6-year-old study was critical of
TVA's approach and that it pointed out that TVA's methods do
not give a truly valid picture of probable visitation directly
assocliated with the Tellico reservoir,

Supplement No, 1 to Senate Document 97 polints out
important factors that should be considered in estimating
recreation use, including the availability and attractiveness
of existing alternative recreation opportunities. Because
several reservoirs exist near the Tellico project area, TVA
agreed that some recreation benefits would be iost at other
recreational areas as a result ot the project, However, TVA
did not make allowances in its estimate for recreation visits
that would represent transfer from an existing reservoir to
the new Tellico reservoir. In such case no benefits are
c eated; rather, the increased visitation at Tellico is off-
set by decreases at other reservoirs, TVA believes the
transfer question is not relevant because it expects all
reservoirs in the area to be at capacity in the future, We
noted, however, that most if not all of the 20 reservoirs
within 100 miles of the project are not currertly at capa-
city and that visitation rates vary considerably between
reservoirs.,
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Shoreline development

Shoreline development penefits of $710.000 are derived
from the conversion of agricultural lands into higher valued
industrial, residential, and commercial lands. 1In projectinag
shoreline development benefits, TVA assumed that 16,500 of
t' 2 38,000 acres purchased by TVA would be sold to end users
and developers within 12 years after project completion,

The anticipated selling price for this land has an annual
eguivalent value of about $455,000. TVA claimed the entliie
gelling price as shoreline development benefits since the
original cost is included on the "cost" side of the cost-
benefit ratio. In addition, TVA also claimed about $255,000
in benefits for further price increases which it projected
for these same lands over the next 38 years.

Our analysis showed that benefits derived from about
1,000 acres of Tellico land were claimed under both shoreline
development and recreation categories, The 1968 estimate of
recreation benefits provided for this land to be used as a
State park, while the shoreline development benefit calcula-
tion assumed this land would be sold for development, The
TVA Land Branch had deleted this land from its shorelline
development bDenefit estimate, but the land was added Lack
when all the benefit categories were consolidated. This
duplication caused shoreline development benefits to be
overstated by about $27,000.

In addition to shoreline development benefits, TVA also
computed navigation benefits (transportation savings) that
would accrue to industries that purchase industrial sites at
Tellico. We believe. however, that the factors which make
the Tellico sites more desirable to industry. such ar navi-
gation, would be reflected in the increased land prices
industry would be willing to pay. Accordingly, we believe
some duplication exists between navigation and shoreline
development benefits. Additional discussion on this point
is included under the navigation benefits section of this
report. (See p, 31.)

We also believe that price increases anticipated after
TVA sells the land are attributable, at least In part, to
other factors, such as inflation, improvements made by the
buyer. and demand for land in general. Althouah some price
increases may result from the project, this increment should .
be identified and the benefits attributed to the project
ghould be limited to this amount,
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Flood control

Flood control benefits are defined by Senate Document 97
a8 the reductions in all forme of damage from inundation of
property, Including the higher use of property made possible
as a result of lowering the flood hazard. The Tellico pro-

ect, according to TVA hydrological studies, would add

26,000 acre-feet of flood storage to the TVA system worth

$505.000 annually. TVA calculated the value of this storage
by estimating the value of each acre-foot of storaoe already
in the TVA system (dollar value of damages prevented divided
by the number of acre-feet of storage in the system) and
multiplying this value per acre-foot by Tellico reservoir
storage capacity.

TVA's method of estimating flood control benefits
assumes each additional acre-foot of storage provides as
much flood protection as existing storage, In our opinicn,
the value of added storage per acre-foot decreases as down-
stream areas approach l100-percent protection. TVA's use of
an average value r acre-foot is not consistent with Senate
pocument 97's definition of a benefit--the net increase in
value with the project compared to the value without the
project., We believe the value of flood damages with and
without the Tellico project should be compared. and only the
value of incremental flood protection provided should be pro-
jected as flood control benefits.

TVA, in commenting on this analysis, stated that a March
1973 flood caused damages estimated at about §35 million in
Chattanooga--the principle area to be protected by the
Tellico dam. TVA estimated that the Tellico project would
have reduced these damages by about $15 million, Conversely,
TESC stated that little or no damage in Chattanooga would
have been averted by the project because the flooding was
caused by water from Chickamagua Creek, not the Little Ten-
nessee River., While we did not verify the accuracy of these
estimates, we believe that this type of procedure--comparing
damages with and without the project--should be used to cal-
culate flood control benefits over the lLife of the project,

Navigation

The navigation benefit of $400.000 is based on projectea
transportation savings expected from moving various commodities
by barge compared to the least expensive alternative mode--
normally by rail. Because no industries were located adjacent
to the proposed reservoir, TVA computed navigation benefits
by reviewing actual transportation savings of 44 industrial
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firme which located along the Tennessee River between 1953
and 1963. These savings were totaled and divided by the
total number of land acres occupiea by these firms to obtain
a savings-per-acre. After time-phasing, discounting, and
amortization, the resulting $80 per acre was multiplied by
the 5,000 acres of industrial lands at Tellico,

TVA's procedure assumes a strong correlation between
transportation savings and industrial acreage. Our analysis
of transportation savings at each of the 44 firms In the TVA
analysis did not show a strong correlation between industrial
acreage and transportation savings because of the great var-
fation in savings between industries. For example, 27 of the
44 firms did not have transportation savings, The 17 firms
that did have savings from use of a waterway ranged from 526
to §19,894 per acre, In our opinion, a case-by-case analysis
should be made rather than using a purely statistical average
because of this wide variation,

In commenting on our report, TVA stated that the majority
cf the 27 firms with no savings chose to take advantage of
reduced rail rates which resulted from competition with barge
lines rather than using an available waterway, We bellieve,
however, that no navigation benefits are created unless the
shippers actually use the waterway because the reduction in
transportation costs for the shippers are offset by reduc-
tions in income for the railroad industry,

TVA further stated that it prepared an analysis In 1971
which estimated transportation savings for two different
industrial complexes whose needs could be met by Tellico
sites, According to TVA, this analysis substantiated the
reasonableness of its 1968 benefit estimate, We did not ver-
ify the accuracy of these estimates but we believe the basic
procedure of identifying specific industries and related
shipments would be preferable to the methods used in the 1964
analysis, Since this data is at least 6 years old, however,
we believe a current analysis using improved methods would
result in a different savings projection,

In addition to being statistically weak, TYA's analysis
did not consider two other factors, First, TVA plans to
restrict industrial development at Tellico to those indus-
tries compatible with adjacent recreation and residential
areas, Despite this, some of the 44 firms analyzed for trans-
portation savings were in industries which would be restricted
from Tellico. For example, one TVA official said that a paper
mill would probably not be allowed to locate at Tellico. How-
ever, the TVA projections included transportion savings of
this type industry.
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Second, as discussed earlier, we believe that part, if
not all, of the navigation benefits were already included
in the "shoreline development®™ benefit, TVA calculated the
shoreline development as the value of agricultural land
transformed into industrial land as a result of navigation,
water supply., zoning. and other factors. A TVA navigation
official told us that the claimed shoreline benefits would
include the value of navigation only if the industrial land
is sold at market value, which includes some value for navi-
gation advantages. TVA Land Branch officials said they are
planning to receive market value, for the land, but contend
this valve does not include the capitalizatiom of transpor-
tation savings. We believe that the market value of the
land, however, would reflect navigation savings since this
is one of the factors which would make the land more valuable,

Power

Although the Tellico dam does not have generators, TVA
attributes power benefits of $400,000 to the project because
it will divert additional water through a 1000-fcot canal to
the Fort Loudoun Dam turbines, which are large enough to util-
ize flows diverted from the Little Tennessee River. TVA
hydrologic studies showed that this additional water volume
would increase energy output by 200 million kilowatt hours
annually. TVA computed the value of this power by comparing
the overall TVA system cost to satisfy a given power demand
both with and without the project. Since hydro power is less
costly than some other power generating methods (coal, gas
turbine), the TVA system cost per kilowatt hour would be
decreased by adding this increment of lower cost power,

In 1968 TVA estimated the value of this power benefit
to be $290.000 annually. When TVA prepared the 197]
environmental impact statement, it increased power penefits
to $400,000; however, TVA did not update costs assoclated
with the power benefit that may have alsoc chunged during the
3-year period from 1968 to 1971. TVA said it did not in-
crease costs because the revised power benefits were ex-
pressed in 1968 prices, but there were no documents or
supporting schedules to show how this increase in benefits
was computed., TVA said the power benefit was increased to
reflect the increased cost of alternate energy sources during
the period.

In 1975 TVA reevaluated Tellico power benefits, This
analysis showed that wer benefits had increased by over
$1 million to about $1.6 million annually., TVA officials
sald this increase was primarily attributable to the large
increases in the cost uf coal and other fuels that would be
used to produce this same amount of power,
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pish and wildlife

Fish and wildlife benefits of $220,000 as estimated by
TVA are the difference between the value of fishing and
hunting with the Tellico project compared to the value of
fishing and hunting without the project. Fishing values are
the most significant in these estimates; hunting compr ises
only a very small portion of the claimed benefits,

TVA estimated the number of annual reservoir fishing
trips on the basis of a 1l2-month TVA study of reservolir
fishing at Norris Dam on the Clinch River., The number of
visits derived was multiplied by an assigned value per visit
from Senate Document 97 to obtain the Tellico fishing bene-
fit. TVA also added a market value for commercial fishing
at Tellico on the basis of such fishing at four east Tennes-
see reservoirs,

TVA's estimate of fishing without the reservoir was
based on a 15-month interagency study of fishing on the
Little Tennessee River prepared by the State of Tennessec,
TVA, and the Department of the Interior. The fishing visits
estimated were multiplied by a cold-water-fishing value and
deducted from the reservoir [ishing benefit estimate o ob-
tain the net fishing benefit for the Telllco project,

Our analysis showed that TVA's method did not consider
the number of fishing trips that might be drawn from other
reservoirs, TVA fisheries' biologists agree that the value
of these trips should have been deduc.ed from the estimated
benefits and told us that their 1968 analysis was one of
TVA's first attempts to quantify the value of fishing and
hunting at a reservoir. These officials said further that
their estimating procedures and data bases have improved
significantly since the Tellico estimate was prepared, but
that a new analysis would not provide substantlially different
results.

As stated earlier TVA believes the transfer guestion is
not relevant because it expects all reservoirs in *he area
to be at capacity in the future, However, most if not all of
the 20 reservoirs within 100 miles of the project are not
currently at capacity, and visitation rates vary considerably
between reservoirs.

Our analysis also showed that TVA based its values for
fishing and hunting %rips on an interim guideline range of
values issued in 1960 by an interagency committee on water
resources. Before TVA prepared its analysis in 1968, however,
these values were formally increased by Supplement No., 1 *o

34



Senate Document 97. TVA used the midrange value for reservoir
fishing in both the interim guidelines and Supplement No. 1,
However, the value used by TVA for non-reservoir fishing--

the midrange under the interim gquidelines--was the lowest
allowed under Supplement Nu, 1. If TVA had consistently

used the middle of the acceptable range, it would have in-
creased the value of nonreservoir fishing, and, correspond-
ingly, reduced the net annual benefits claimed for reservolir
fishing by about $55,000. TVA believes the lowest value is
justified considering (1) the criteria and examples agiven

for specialized recreation in Senate Document 97 and (2) the
cost involved in stocking trout in the Little Tennessee River,

Water supply

TVA computed the water supply benetit of 570,000 by
calculating the amount of power and construction costs that
could be saved if industrial firms pumped 70 million gallons
of water per day from a reservoir rather than a river. In-
ternal correspondence showed that the estimated water usage
rates TVA used were based on actual water consumption of *%wo
firms which TVA projected to eight firms that could locate
at Tellico.

Our review showed, however, that the TVA analysis did
not consider the amount of industrial acreage avallable a®
Tellico. We determined, on the basis of the acreage occu-
pied by the two actual firms, that the eight firms used in
TVA's analysis would require over twice the acreage set
aside for industrial develcpment in the project, TVA stated
that it believes its comprehensive land-use planning would
enable these industries to locate at Tellico within the
acreage set aside for industrial development,

Personnel turnover and lack of documentation prevernted
TVA officials from explaining exactly how the $70,000 annual
benefit was computed., However, a 1971 TVA analysis using
the same 70 million gallons per day withdrawal rate showed
an average annual equivalent benefit of only $24.000. This
study applied assumed water usage rates as high as 150 million
gallons per day to 13 industrial plants that were potential
candidates for the Tellico area, The average annual equiva-
lent benefit for the highest assumed usage rate--which ws-
over twice that of the actual rates found in 1968--is S8 ,000
in 1968 dullars.
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Redevelopment

The TVA redevelopment benefit of $15,000 is a projection
of increased employment of otherwise unemployed and under-
employed labor in the area resulting from tle construction,
operation, and maintenance of the Tellico project, To quan-
tify this benefit, TVA officiale reviewed construction,
operation, and maintenance labor requirements; employment
applications; wage rates; and existing unemployment data to
identify the increased employment effect of the project,

TVA supporting schedules appeared to support this
benefit category.

CONCLUSION

In view of the age of the most current TVA benefit
estimates and the problems noted regarding the methodologles
used by TVA in making these estimates, we do not believe the
benefit projections are representative of the actual benefits
that would be derived if the project is completed., Because
our analysis was not intended to determine the net effect of
these problems, TVA's projected benefits could either be
understated or overstated. Due to this uncertainty, we be-
lieve TVA's benefit analysis does not provide the confidence
in the benefit estimates necessary to make an informed deci-
sion on the project,
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CHAPTER 5
CONCLUSIONS, RECOMMENDATIONS, AND AGENCY COMMENTS

CONCLUSIONS
We have concluded that

--as much as $19 million is required to finish
the project, primarily for completion of roads,
visitor centers, and reservoir clearing;

~--about $56 million of the $103 million obligated
through February 1977 on the Tellico project
will provide benefits if the project is not com-
pleted, but the benefits will probably not be
proportionate with the original costs;

-=-the reservoir configuration cannot be altered
to Insure survival of the snail darter in the
Little Tennessee River and at the same time
provide the level of reservoir benefits est|-
mated by TVA;

-=a portion of the construction must be removed,
over the long run, if the project is not com-
pleted because the dam in its present form
threatens the snail darter's survival; the
estimated cost of removal varies from $2 mil-
lion to $16 million, depending on the extent
of restoration desired;

--alternatives to the Tellico project have been
proposed because of the agricultural, cultural,
and recreational opportunities of the Little
Tennessee Valley, but none are supported by
current benefit and cost estimates;

==in viev of the age and problems noted, TVA's
benefit projections for the Tellico project are
not representative of the actual benefits which
could be derived; and

==more current benefit and cos. information is

needed on the project and its alternatives
before an informed decision can be made,
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AGENCY RECOMMENDATIONS

We recommend that the Chairman of the Board, TVA, gather
and provide to the Congress, through the Office of Management
and Budget, detailed remaining rost and remaining benefit
information on the Tellico project and its alternatives,

To provide a balanced perspective, we further recommend
that (nitial suggestions on developing alternatives and
subsequent comments on the methodologies, data bases, and
resulting analyses should be obtained from the Director of
the Office of Management and Budget, the Chairman of the
Council on Environmental Quality, and the Secretary of “he
Interior in view of (1) his involvement in the Endangered
Species Act of 1973, (2) his funding of archeological inves-
tigations in the Little Tennessee River Valley and involve-
ment in the National Historic Preservation Program, and
(3) the impact of the project on overcrowding at the Great
Smoky Mountains National Park. These comments should be
included in the information submitted to the Congress,

RECOMMENDATION TO THE CONGRESS

The decision of whetiher to exempt the Tennessee Valley
Authority's Tellico project from the provisions of the
gndangered Species Act of 1973 involves more than comparing
the value of the snail darter with benefits tha*t could be
derived from the completed project. The snail darter |is
important, however, because i%t is an integral part of the
broader issue of whether the Tellico project is the best
use of the Little Tennessee River Valley.

While biologists recognize that the Tellico dam is
threatening the snail darter's survival in the Little
Tennessee fKiver, they believe that former population levels
can be reestablished in the river if conservation measures
are taken, and, over the long run, if all or part of _he dam
is removed. Since time permits, we believe more current
jnformation should be obtained on the project and its
alternatives.

TVA is ready *o impound the reservoir and spend an
estimated S13 million to $19 million %o complete the project
LE the U.5. Supreme Court rules in favor of TVA's appeal and
lifts the current injunction on project construction. For
this reason and because current detailed cos* and benefit®
information is not available, we recommend tha®t until the
remaining cost and remaining benetit informa*tion on the
Tellico project is received from the Chairman of the Board,
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TVA, including the comments of the agenciei referred to
above, the Ccngress prohibit by law the expenditure of
existing appropriations and defer further appropriations
for work on the project that would (1) further endanger
the snail darter's survival, such as closing the sluice
gates, or (2) not be necessary If the project is not com-
pleted or is modified. We further iecommerd that the
Congress not act on the proposed exemption iegislation
until it has had time to assess the uypdatel information,

These recommendations should not be construed that we
are either for or againet completing the Tellico project,
but rather that we beli»ve addfitional information .s neces-
sary to allow the Congress to act on the gquestions before it.

AGENCY COMMENTS AND OUR EVALUATION

VA

In August 14, 1977, comments (see app. VII) on this
report, TVA stated that gathering remaining cost and
remaining benefit information on the project and its alter-
natives is not necessary. It said that our concerns about
the age and faults in the methodology of the 1968 reservoir
cost-benefit analysis would be relevant if the present issue
was whether to authorize a new project, but that because
Tellico is over 90-percent complete, the project should not
be delayed merely to recount benefits, TVA maintains that
the current value of any one of the project's major benefits
-nitith.n justifies the relatively small cost to complete
'. col

TVA believes it is unwise to examine project alternatives
because alternatives would be a waste of public funds already
invested in thi.grojlct and because “scenic river" alterna-
tives have already been considered and rejected by the Con-
gr.hl. TVA maintains that a scenic river would pro. ide only

percent of the benefit levels projected for the Tellico
reservoir, FPFurther, TVA stated that additional public funds
would be reguired to restore the project area and to provide
public vse areas and other facilities,

We disagree with TVA that the Congress should ignore
the major problems found with the Tellico benefit analysis=.



disregard nonreservoir alternatives, and allow TVA to
spend an additional $13 million to $19 million, merely
because the project is near completion,

We agree that in deciding whether Tellico should be
completed the Congress should consider the investment
already made in the project. 1In additjon %o this. however,
there are many important issues which have surfaced since
the project was conceived and which must also be carefully
considered in any current decision on the Tellico Project,
for example:

-=-The project would threaten the survival of the
snail darter, which is important not only as an
endangered species but also for its role in
setting a precedent for future decisions under
the Endangered Specles Act of 1973,

-=The project would des*troy a rich archeological
valley despite public corcerns to preserve our
historical and cultural foundations as demon-
strated by the National Historic Preservation
Program.

==The project would render useless about 16,500
acres of prime agricultural land at a time
when the Department of Agriculture and the
President's Council on Environmental Quality
recently issued statements encouraging Federal
agencies to consider the preservation of such
lands in carrying out programs,

-=The project would convert the last large flowing
river in the region into a reservolir, desplte a
projected 33-fold increase in stream fishing by
1990 and the existence of 20 underutiilized
reservoirs within 100 miles of the project area,

==A scenic riverway rather than a reservoir would
more effectively alleviate overcrowding at
Great Smoky Mour tains National Park--the fourth
most widely used national park in the United
States,

1f "VA is required o perform a remaining cost-benetf.t
snalysis for both the project and its alternatives, the
Congress would have before it, for the first time, a current
detailed projection of costs and benefits for _oth the pro-
posed reservoir project and a comprehensive river-based
regional development project offering such opportunities as
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recreation, agriculture, nd historical, cultural, and
industrial development.

In preparing rebuttals to our draft report, TVA found
it useful to update i%s estimate of power benefits for *he
roject. We believe a complete analysis. as tha* described
n our recommendations., would be even more useful *o “he
congress.

TVA has stated *tha* improved estima*ion criteria and
addltional data could be used to prepare a more refined
analysis, but that these would no* significantly effect the
results of the 1968 analysis. Conversely, TVA also reports
that project costs have increased |15 percen® and power
benefits have increased 12-fold. Considering those sharp
increases and the other problems noted in chapter 4, we
belleve a new analysis would look considerably different
from the one prepared over 9 years ago.

TVA also stated that since only $56 million of the
$103 million expended will provide some benetit, then 547
million of public funds would be completely wasted if *the
oject were not completed, We disagree, As discusseaq
n chapter 2, area economic stimulation has already been
realized from salaries and wages pald to project workers,
and secondary stimulation will occur whether or not the
project is completed.

Our evaluation of specific TVA comments is included
in appendix VIII.

Department of the Interior

The Department's August 2, 1977, comments (see app. VI)
on this repur® state that it was in general aoreement with our
findings and recommendations,

With regard to overcrowding at the Grea® Smoky Mountains
National Park, the Departmen® confirmed *ha*t a scenic riverway
would more effectively alleviate overcrowding at the park
than would a reservoir. The Departmen*t stated further thatv
it would be happy *to assist TVA in assessing river-based
recreational alternatives along *he Little Tennessee Hiver .

Council on Environmental Quality

The Council, in August 8, 1977, oral comments on *this
report stated that it had neither problems nor sugaestions
to the report, The Counclil stated i* would appreciate the
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opportunity to comment on a remaining cost-benefit study,
but cautioned that the depth of the Council's comments would
be limited by its resources available at that time.

off of ement Budget
In a July 25, 1977, letter, the Office of Management

and Budget stated that it had no comments or suggestions at
this time. (Se* app. V.)



APPENDIX 1 APPENDIX 1

JOHN | DUNCAN

e (o e o e Congress of the Fnited States
—— Touse of Representatives
=_"‘"' Washington, B.C. 20515
E February 17, 1977

Mr, Henry Eschwege

Director

Resources and Economic
Development Division

0. 8. General Accounting Office

wWashington, D. €. 20548

Dear Mr. BEschwege:

As you may recall, I contacted the Comptroller General
last February 19 requesting information on necessary
procedures for requesting a cost-~benefit analysis of
the Tennessee Valley Authority's Tellico Dam Project
in my Congressional district. That request was
forwarded to you, and after a staff consultation, !
received a letter from you, under date of March 25,
1976, which stated, in part, that "in view of the
advanced status of the project and the litigation,

we do not conajider it advisable to undertake a
detailed and costly benefit-cost study of the project”

I am sure you are aware ol the renewed interest in the
Tellico Project which has been generated Ly the recent
decision of the Sixth Circuit U, §, Court of Appeals
which granted a permanent injunction against any further
construction on the dam until such time as judicial or
legislative relief may be given.

In light of the controversy which this decimion has
created, and in view of the fact that any furthe: judicial
or legislative action may set precedents with potentially
grave implications for other, similar, public works
projects, I trink that a GAD cost-benefit study of Lhe
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APPENDIX I APPENDIX 1

Hr. Hanry Eschwegs

Pebruary 17, 1977

Page 1

Tellico Project would be moat appropriate., I would,
tharefore, like to rensw my request of A year ago
that Gz conduct such a study,

Thank you for your consideration.

Very truly yours,

J.
Mambar of Congreas

JJD/slc
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March 2, 1977

Honorable Elmer B. Staats

Comptroller General of the United States
General Accounting Office

Washington, D.C. 20548

Dear Mr. Staats:

Legal tions have arisen between the Federal
Endangered Species Act of 197) (16 U.5.C. 1531 ff) and the
nearly-completed reservoir segment of the Tennessee Valley
Authority Tellico Project, a recreational-industrial develop-
ment project in East Tennessee with associated benefits in
barge=navigation, peaking power generation, and incremental
water control.

The terms of the permanent injunction in the U. 8§,
Bixth Circult Court of Appeals call for a halt to all
construction work on the reservolir portion. The appropriate
Congressional Committees may consider a specific proiect
exsmption from the BEndangered Species Act, based upon
review of the value of the project with a reservoir compo-
nent as originally designed, and of the value to the public
if project assets are modified for alternate public land
and water uses.

The specific inquiries necessary to provide information
for Congrersional review of these alternatives are the
following:

1. To quaantify the value of the r .sources and materials
directly invested in the dam structure to date for which
there is no alternative public utility or which would be
irretrievably lost in the event that Congress decides that
the Valley should not be flooded.

4., To assess the potential value of the recoverable
‘'0ject expenditures in land, road facilities, bridges, and
frastructures, when developed for alternative utilizations

to a reservoir, e.g9., agricultural production management,
historical site management, national river recreation area
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Honorable Elmer B, Staats (2} March 2, 1977

management, and non-reservolr industrial development, or

4 combination thereof, including consideration of ungquanti-
fiable public values and of alternative management models
prepared by the State of Tennessee and University of
Tsnnessee researchers.

3, To analyze the current Tellico cost-beneflt analy#is,
its assumptions and data basis, and asceirtain for Congress'
review of alternalives the actual public benefits and losses
that would be produced by a decision to complete dam
expenditures and flood the reservoir portion of the Valley,
Such a review sliould reflect the existence of the inmediately
adjacent reservoirs of Melton Hill, Fort Loudon, Watts Barr,
and Chilhowee, in flatwater recreation, industrial develop-
ment performance, water gquality, agriculture, etc,

4. To alyze the extent to which projected reservoir-
based benef: s, in recreation, Industrial developnent, flood
control, ete., cculd be achieved by a river-based manage-
ment model as opposed to a reservoir-based management model.

Our committee requests that a study be undertaken to
examine these questions and to supply Congress with a
thorough analysis of this issue. For purposesa of ongoing
commur Llcations with your office, please contact Mr. James
W. Spensley, Counsel for the Subcommittee on Fisheries and
Wildlife Conservation and the Environmen® (225-7107), who
will act as coordinator for the Committee on this fact-
finding project.

M. Murph l Robert L. in B. Forsythe
alrman Chairman Ranking Minority
mmittee on Merchant Subcommittee on Membrer

rine and Fisheries and

Fisheries Wildlife Conservation

and the Envirorwent
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March 14, 1977

Hencorable Elmer B. Staats
Comptroller Gensral of the United States
Genaral Accounting Office
Washington, D. C. 20548

Dear Mr. Staats:

I write to rt a review by the General Accounting
Office of the Tellico Dam project on the Little Tennesses
River in Bast Tennessee.

The Tennessse Valley Authority has msserted that the
dam is hi.ghll i.m:um: to the prospacts of industrial
dsve n region. It cites recreational facili-

ties associated with the reservoir, benefits of barge trans-
port, power production and flood control.

Citisens opposed to the project have asserted that the

tial benef ts are overstated and do not outweigh the
actual public losses if the valley is flooded. They have
sought review of alternative use plans for the project area.

To assist in resolving this dilemma, I support a atudy
of the facts by the GAD to determine the real public costs
and benafits mssoclated with the project and the alternatives.
The study has been requested by Representatives John M. Murphy,
Robert L. Leggett and Edwin B, Forsythe.

I hope that the study may begin gquickly and that a report
will be forthcoming soon.

Sincerely, ’

llllqr
ited Statas Senator
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o Mouse of Representatives
v Eashington, B.C. 20510
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e
— April 26, 1877
Honorable Elmer B. Staats
Comptroller Genaral of the United
States
General Accounting Office
WUl G Street
Washington, D. C. 20548
Re: Tellico Dam P-sarvoir

Projeact
Dear Sir:

It is my understamding that your office has been conducting
an investigation regarding the completion of the above
captionad project.

I am sure you are aware of the fact that the project is approx-
imately 99V complete, and that it has received President
Carter's approval. I also call to your attention the fact
that funds for the project are contained in the President's
budget recommendations.

Shortly aftar the project was halted by an injunction issued
by the Sixth Circuit Court of Appeals under the Endangered
Species Act of 1973, I mailed every resident in Monroe and
Loudon Counties, Tennessee, the two counties most affected
by the trojoct. a letter, a copy of which is attached, with
a question at the bottom concerning the complation of the
project. From Monroe County, 713 responses were receaived,
of which 673 favored the project's completion and 40 did
not. From Loudon County, I received 939 responses, 0Of
these, 864 were for completion and 75 were not.

In additicnato the above survey, a question regarding com-
pletion of the Tellico Project was included on my annual
questionnaire which was mailed to every household in my
Congressional distriet. The overwhelming sentiment for com-
plation is indicated as follows:
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Honorabls L[lmer B. Staats
Aordl 26, 1977

Page 1

COUNTY FOR AGs

Blount 1700 31
bell 11 2l

Claiborne 178 13

Knox 7880

Louden m?

MeMinn 512 53

Monroe 526 3i

Seott 183 11

Unioen 119 17

TOTALS 12,4130 1,015

All o the above information is avallable for vour inspection

Very truly yours,

JJb/ele
Cnclosurs
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20803

July 25, 1977

Mr. Victor L. Lowe

Director, General Government
Division

General Accounting Office

Washington, D.C. 20548

Dear Mr. Lowe:

This is in response to your request for our comments and
suggestions on your draft report, "The Tellico Dam
Project - A Brief Assessment of Costs, Alternatives and
Benafite."”

¥We have reviewed the subject draft report and have no
commants or suggestions at this time.

llni:::ii:iyqa‘;=g

J 8 T. McIntyre, Jr.
Deputy Director
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C 20040

August 2, 1977

Mr. Henry Eschwags, Director
Community and Economic Development Division

U.5. Genaral Accounting Office
Washington, D.C. 20548

Dear Mr, Eschwege:

We have reviewed the draft report on "The Tellico Dam Project--A Brief
Asseasssant of Costs, Alternatives and Benefite, Tennsssee Valley Aucthority”
and the following confirms oral comments previcusly given.

We are in general agresement with findings and recommendacions of the report.
References to the snail darter as a "minnow" should be changed to disclose that
it is a member of the perch family.

Tha TVA patition to delist the present critical habitat for the snail
darcer and transfer the remaining fish to locatlions other than the Lit:le
Tennessee River was denied on July &, 1977.

We confirm the statement on page 30 which says “a scenic riverway would
more effectively alleviace overcrowding at the park than would a reservoir....”

The saxtent to which overcrowding would be reduced is dependent upon the
land area to be allocated to the various uses, the design of facilities

to support these uses and ultimately the managesent of the area. [mpacte
on the Park cannot be quantified until the above variables can be studied
and specific alternactives developed. Based on information in recent
réglocal visitor use studies, slglitseeing, plcnlcking, cawplng, stream
fishing, horseback riding and boating are favored visitor activiries. State
and Federal plannars forecast a ))-fold increase in streamfishing, by 1990,
in tha Swoky Mountain Region. Areas within this region such as the valley
of the Little Tennessea, capable of accommodating streamfishing and the
othar popular activities should reduce the recreation demand on the Park.

Wa balieve a river-based recreatlon ares located outside the Park offering
sany exparisnces comparable to those found Iin the Park would help encourage
traffic flow around the Park. Traffic circulation around the Park would
provide visitors with excellent viewa of the Park; would provide sccess

to existing developments on the edge of the Park; and would provide an

Save Energy and You Serve America’
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opportunity for private enterprises to provide visitor facilities outside
of the Park.

Tha National Park Service would be happy to asailst TVA In assesslng
river-based recreational alternatives along the Little Tennessee, We
believe a river-based recreation/cultural complex could offer an attractive

alternative to the Smokies fur many Park vieitors.

Wa sppreciate the opportunity to review and comment on GAO's report and
look forward to participating in any future studies or actions

Tt h—

Lo Lairy £ Meerviio
Richard R, Hite
Asslstant Secretary
Policy, Budget, and Administration
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Tennessee VaLrey AuTHORITY
KNOXVILLE. TENNESSEE 37002

August 10, 1977

Mr. Monte Canfield, Jr., Director
Energy and Minerals Division
CGenaral Accounting Office

Ganeral Accounting Office Building
441 G Btreat

Washington, D.C. 20548

Dear Mr. Canfield:

Thank you for the opportunity to comment on the General Accounting
Office's revised draft report on TVA's Tellico project. Our
detailed chapter-by-chapter comments are enclosed.

We are disajpointed that many of the comments we previously provided
to GAD were not included in the revised draft report, and we again
suggest that they be included in the final report in order to provide
a more balanced presentation of the issues, as well as to correct a
number of errors and mischaracterizations that remain. As you know,
during the week of July 1L these comments weie sulamitir! co and dia-
cussed with GAO’s Atlanta staff. 1t was our understanding that the
substance of TVA's comments would be incorporated into the final
report to balance the presentation of contrary views of the Telliro
opponents, vhich had been presented in the earlier draft without
critical snalysis. Many of the corrections and changes agreed to

as necessary for accuracy and balance have not been included in the
revised drafc.

Even without the incorporation of our comments, however, we bel! ve
that the material in the revised draft report does not support GAO's
primary conclusion that the Tellico benefit-cost analysis should be
updated to determine whether the virtually completed project should
be used. The draft axpresses concern over the age of the benefir-
cost analysis, certain faults which GAO believes exist In the
mathodology used by TVA in 1968 to estimate some of the benefits,
and ultimately concludes that GAD is unsure whether the Telllco
benefits have been understated or overstated. If the present

issue were whether or mot to authorize a new project, those
concerns would be relevant. The Tellico project, however, is over
90 percent complete and over 5103 million of the estimated

$116 million total cost has already been invested (as of February
1977) to achieve the project's benefits. And, although GAO
questions certain methodology used by TVA in 1968 to value benefits,
it is apparent that the current value of any one of the project's
major benafite more than justifies the relatively small cost

to complete it.
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Mr. Monte Canfield, Jr., Director Ruguat 10, 1977

According to GAO's calculations, some $47 million of public funds
would be completely wasted if the project is not completed. While
some public benefit would be recovered from the remalning $56 willion,
GAD found that those benefits “probably will not be proportionate
with project costs."” In addition, before the "scenic river" develop-
mants which the report suggests be considered in the ceanalyais could
be undertaken, approximately $16 million of new money would have to
be spent to remove the reservoir related structures and (estore the
project area. To obtain any benefit from the "scenic :iver" alter-
native for more than a few individuals, substantial additional
expenditures would be required for public use areas and other
facilicies.

As the GAD draft report recognizes, the "scenic river" alternatives
suggested by project opponente are not new. These are the same alter-
natives which have been considered and rejected time and agaln by
Congress both before and after Tellico's initial funding. The
"scenic river" alternatives were also fully examined as a part of
the 1971 review performed by TVA pursuant to the Natiomal Epviron-
mental Policy Act and found to be 2 percent of the Tellico “enefits.
Neither passage of time nor technical inaccuracies in some of the
benefit-cost methodology, ¢ en Lf true, would change the result of
this analysis. We simply do not think it makes sense (o lose the
public benefits from Tellico, waste the nonrecoverable expenditures
in the project, and spend an additional $16 million in an effort to
return the land to the state it was in at the time Congress decided
that the project should be begun.

We wish to make clear that TVA would hasten to prepare an updated
benefit-cost snalysis of the Tellico project and its alternatives
if one were needed or appropriate under the circumstances. We do
not think one is. Over the last decade, Congress has authorized
the expenditure of over $100 million to make possible the public
benefits Tellico will provide. The project has been studied and
reatudied, argued and reargued, and the project has now been
built and its bensefits ready to be enjoyed. Those benefits
justif+ '8 completion now regardless of how they were evaluated
in 1966 or whether improved bensfit-cost methodology can refine
the precision of their statesent. For example, each year the
project will generate some 200 million kilowatthours of electric-
ity, presently valued at about §).5 million. The walue of this as
well as the value of other benefits, such as flood control, the
6,600 new jobs that will be created im an area characterized by
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Mr. Monte Canfield, Jr. Director Euguat 10, 1977

poverty and outmigration of young people, navigation, and recreation,
have obviously changed somewhat over time; but it makes little senwme
to delay their realization simply to recount thems,

In addition, from a national policy standpoint we question the
desirability of this approach. We believe to require still another
full=scale review at this time will create an unfortunate precedent
wvhich might keep every congressional project in & perpetual state of
uncartainty. HNevertheless, LIf Congresn wishes us to perform another
benafit-cost snalysis, we will gladly undertake {t.

In the event our suggestions are not incorporated into the text of

the final report, we ask that this letter and the enclosed chapter-

by-chapter comments be included in your report to Congress.
Sincerely yours,

Lynn Seeber
Ceneral Manager
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COMMENTS ON REVISED GAO REPORT,
TELLICO PROJECT

CHAPTER I

This chapter is mainly descriptive; nonetheless sev-
eral errors and omissions should be mentioned.

1. Petit to delist--The report incorrectly refers
in several places (pp. 11, 6(a)) to two TVA petitions to dellst
the Little Tennessee River as the critical habitat of the snail
darter. As we pointed out to GAO on several occasions, only
one petition has been filed. Because the Fish and Wildlife
Service had not acted on TVA's February 28 petivion, TVA sent a
followup letter to the Service on June 30, 1577. The petition
has still neither been acknowledged nor acted upon. The peti-
tion was filed because bilologists now generally agree that the
Little Tennessee River, with the dam structures in place, can-
not support a natural viable population of snail darters. In
contrast, the Hiwassee River, where 700 fish were transplanted,
apparently will support a snail darter population, and the cur-
rent snail darter population in the Hiwassee is several times
as large as the one in the Little Tennessee River

2. NEPA lawsuit--In the earlier Tellico licigation
brought under the Hational Environmental Policy Act (NFPA) by
environmentalists and one affected landowner (rather than

"affected landowners” as indicated by GAD (p. 3)). the loss of
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one or more rare or endangered species of fish and the develop-
ment of a sceny viver alternative to the Tellico project were
expressly conside. , and the adequacy of TVA's EIS was upheld
by the courts.

3. What is TESC?--The Tennessee Endangered Specles
Committee (TESC) is referred to throughout the report without
idenctifying the group. It is a Knoxville area organizacion of
about 100 current members, mainly students or recent grad-
uates of The University of Tennessee, who oppose the Tellico
project. Moreover, it was three individuals (two law profes-
sors and a law student), and not "a group of sclen' 'sts and
environmentalists"” (p. 4), who originally filed the snail
darter suit,

CHAPTER 11

Although we do not fully agree with GAO's conclusion
in Chapter 11, that chapter does contain an objective analysis
ani assessment of the nonrecoverable costs if the Tellico proj-
ect is not completed and used. One significant error should be

corrected, however.
Site restoration--With regard to site restoration 1f

the Tellico project is scrapped, the report (p. l4) suggests
that "a portion of the earthen dam" could be removed "without
great expense" but fails to point out the dangeis involved As
we informed the GAD investigating team, partial removal of the
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earthen section of the dam would not only cause periodic flood-
ing behind the dam but, upon such flooding, would also create
the probability of the failure of the remainder of the earthen
section of the dam, with the consequent downstream damage to
life and property, as well as the heavy sedimentation of the
Tennessee River. Tafe engineering practices would not permit

the suggested partial removal of the earchen Jum

CHAPTER III

The discussion of alternatives in Chapter III is per-
haps the most unbalanced presentation in the report. GAD
reports the Tellico opposition proposals withour any scrutiny
of ¢v: challenge to the unrealistic cost estimates or claims
=acs to support them. The report, in many instances, elther
f=ils to inrorporate or distorts TVA's views on a number of
issues, including archaeology, recreation, and agriculture

1. Early alternatives--The discussion (beginning

cn p. 21) of the early consideration of alternatives is incom-
olete. It fails to mention that the Tellico Dam, as an exten-
sion of the Fort Loudoun project, has been planned as a part of
the overall Tennessee River control system since the early
1940's. Indeed, rthe Fort Loudoun turbines were sized and builc
to accommodate the diversion of the Little Tennessee River flow.
Congress first funded the project in 1942, but due to war mace-
rial priorities, work was halted. Since, historically, a
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principal design feature of Tellico was to provide a navigable
canal between the existing Fort Loudoun Reservoir snd the new
reservol: which would provide additional navigation & @ hydro-
electrlic power benefits without the cost of bullding a lock or
adding generating facilities, the discussion of physical alter-
natives in the 1963 planning report was limited to dam design

and site alternatives.

2. TVA's position on the need to reconsider alterna-
tives--The report states that TVA "has not updated the scenic

stream benefit-cost analysis or studied new alternatives" (p. 24),

but fails to include the following sta ement which was submitted

to the investigating team:

It is TVA's position that the question of
the need for the gtoject and the best use
of the river has been fully debated in Cor-
gress, beginning in 1965 and 1966 when both
project opponents and proponents expressed
their views in hecarings belcce both the
House and Senate Appropriations Committees,
that project alternatives were fully ex-
plored in the Tellico final EIS which was
provided to cu:gul and approved by the
courts in the A litigation; that Congress
has r:cained oversight of the project and
has carefully analyzed it yearly; an.. that
Congress, with full knowledge of the project
and the snail darter situation, has directed
TVA to complete the project "as promptly as
possible in the public interest.” The proj-
ect is now virtually completed and has been
ready for closure and use since anu-rz 4,
1977. It 1is TVA's feeling that the public
should be allowed to receive project bene-
fite for which over $103 million in publiec
funds has been invested to achieve.

In addition, the proposed scenic river alternative, which
forms the heart of all the Tellico opposition proposals, was
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analyzed by TVA in 1971 as a part of the Tellico review under
the National Environmental Policy Act and found to provide a
level of benefits equal to 2 percent of the Tellico project
benefits. Time has not changed this basir point.

3. Recreation--(a) The national park--The report in-

cludes a statement that Smoky Mountains National Park officials
think that a scenic stream would more effectively alleviate
overcrowding at the park than would a reservoir (p. 30). This
is in sharp contrast to the statement of Vincent Ellis, former
Superintendent of the Smoky Mountains National Park. Afrer
reviewing the Tellico Reservoir Recreation plan, Mr. Ellis
stated in a letter to TVA dated April 3, 1972

This wide variety of recreational facili-

ties adjacent to a sizable water impound-

ment seems to be a well-conceived plan.

Its close Eruxtlltr to the Great Smoky

Mountains National Park would offer an

opportunity to spread the area visirtor

use and perhaps relieve some of th: con-
gestion currently being experience .

(b) Balanced presentation of the recreation issue--
TVA's views on the desirability of the reservoir from a recrea-

tion standpoint were provided to the GADO investigators, but
were not included in the report (p. 30). In summary, we pointed
out:

Even if one looks solely at the question of
recreation, we believe that a comparison of
the relative merits of the river without a
reservoir with the Tellico Lake tips decli-
sively in favor of the project. Tellico
Lake, which will be nestled among the moun-
tains between the Smoky Mountains and the
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Cherokee National Forest--together compris-
over a mi!llion acres of primirive pub-

l1ic land (without including the extensive,

adjoining Pisgah, Nantahala, Chattahoochee,

and Jefferson National Forests)--will have

a spectacular beauty and recreational

lg al which will attract as many as two

million visitors annually, far more than

the river could possibly support if developed

only as a sceniec river. The Tellico Lake
uilI have only minimum winter drawdown and
will have over 300 miles of highly usalle

shoreline :frnit:tn? extensive use for recre-
ation, such as boating, fishing, camping,
plenicking, hiking, swimming, and other out-
door activities., Major historical sites are
being reconstructed or restored for use in
Btate-operated historical parks wichin the
project area. The lake and developments
along its shorelines would expand recrea-
tional opportunities presently beinpg offered
in the area and help alleviate high use
pressures in the park.

TVA also believes that the convereion from
a river to a lake will have very little
effect on river recreation diversity in the
area. The Little Tennessee River, as a
cance stream, has a number of counterparts
nescby which aie its equal or superlour

The Hiwassee is considered far superior;
and the Holston below Cherokee Lake, the
French Broad above and below Douglas Lake,
the Cl'nch below Norris, and the Nolichucky,
all are at least its equal. The greater
amount of trout fishing which occurs in the
Little Tennessee waters takes place on the
upper reaches of two of its tributaries,
Tellico River and Citico Creek, which will
not be affected by the project. PFresent
trout fishing on the main stream occurs
primarily on the upper 8 to 10 miles. This
will be reduced to the upper 3 or & miles
where trout fishing will still be possible
on a put-and-take basis as at present
Contrary to the TESC statement in the
report that trout from the river "reﬁnlarly
4 from to five to twelve pounds,”™ TVA's
studies indicate that the average length
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of a brown trout caught in the Little Ten-
nessee is about 10 inches. In addition,
opportunities for fishing of other types
would be enormously inereased through the
creation of Tellico Lake. Finally, the
availability of unimpounded streams will
only be minimally affected since impound-
ments on trtbut-r; streams having a drain-
age area of over 25 square miles occupy
less than 15 percent of the original river
miles.

4. Cultural values--Here the report (pp. 31-34)

appears to intentionally create the impression that TVA has not
fully considered archaeological and historical values in design-
ing and carrying out the Tellico project. TVA's detailed com-
ments on the site development proposals of project opponents

are not included in the report. We think they are absolutely
necessary for a balanced picture. A copy of those comments are
therefore attached as an exhibic Additional comments on the
cultural value section which were exclided irn th: revised report
are sumarized below:

From the outset TVA recognized the histor-
ical and archaeological values of the
Little Tennessee River Valley and has
undertaken in cooperation with the National
Park Service, The University of Tennessee,
and othera, an orderly and extensive pro-
gram of lurvU{ and investigation of the
archaeological resources in the project
area, extending over a ¥¢rlod of 10 years
The major archaeological and historical
sites have veen excavated, and three are
being develeped at substantial expense to
accommodate the reservoir settin, The
entire archaeclogical program has been
reviewed and approved at regular inter-
vals by TVA's Koard of Archaeolopical
Consultants, made up of nationally re-
nowned archaeclogists, including
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Dr. J. 0. Brew, Peabody Professor Emeritus
of Archaeology at Harvard University and
former Chairman of the Secretary of the
Interior's Committee on Recovery of Archae-
ological Remains; Dr. John M. Corbett,
former Chief Archaeologist of the National
Park Service, who, after his death, was
replaced h{ Dr. Stewart Struever of North-
western University; and Dr. Robert L
Stevenson, former Chief of River Basin Sur-
veys for the Smithsonian Institute

The great wealth of information and mate-
rial that has been recovered has provided
impor tant knowledge of the several pre-
historic cultures and also the historic
Cherokee presence in the Valley. Much of
this material and information would have
been unavailable with cthe land in private
ownership and would otherwise have been

lost or destro thruu!h H.nodini, cro-
sion, cultivation, and ontini. epresenta-
tive collections are being made available
to the Cherokee Nation and the Eastern Band
of Cherokees. Based upon the unanimous
report of a committee appointed by the prin-
cipal Chief of the Cherokee Nation, TVA was
commended for the archasological work be-
ing conducted.

Funding for the recovery effort is be-
lieved to constitute the largest expendi-
ture on archaeological investigation, sur-
vey, and salvage made on a reservoir
m_‘nct anywhere in the United Scates.

# preservation of the Chota townhouse
site and its ongo restoration of Fort
Loudoun and the Tellico Blockhouse in a
lake setting have the formal Itpl’ﬁ\rll of
the Advisory Council on Historic Preserva-
tion. The n House and the McChee
Mansion, both National Register properties,
have been acquired and are available to
responsible historical groups for restora-
tion. TVA regards these developments,
E:Il-l its plans for the Citico and Bat

eek int tive centers, as constitut-
ing significant preservation of the most
important historic and archaeclogical
sites in cthe project area.
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6. Agriculture--This is one of the more glaring exam-
ples of the lack of balance and accuracy in this report. ot
only is the TESC farm productivity story reported (pp. 34-15)
urchallenged and even unexamined by GAD, TVA's position is not
feily reported, and to the extent that it (s reported at all,
i= is reported incorrectly.

The report acknowledges that in 1964 farm agricul-
tural production ¢1 project property was §1 9 million It
goes on to say that "TESC estimates annual ylelds of 517 mil-
lion at 1973 prices,” but that TVA "estimates that anni al
yields would not yield more than aboutr $6.4 annually ' What
TVA actually said was:

TVA's 1964 analysis, which was based on a
survey of project area farmers and the
agricultural census, estimated apricultural
sales in the 18,000-acre project area as
yielding $§1.9 million, with only 160 acres
of land in the Tederal soilbank Much of
the income was from dalry sales, a high
income product. If the unllilil vere up-
dated using 1974 U.§, agricultural census
data and factoring in present area farming
changes, eatimared sales would be approxi
mately $3.7 millien. While TVA is not
privy to the details of the Tellico oppo-
nents agricultural analysis . the $17
million Flgure is totally out of line

Fven assum that all of the 25,500

icres of Class I-I11 farmland were placed
into productlon--a highly unlikely circum-
stance since some of the land was devoted
to roads, outbuildings, fences, or left
with trees--and assuming that intensive
farming methods were used, such an double
:rnﬁplﬂ; whzat or h.rl.lowlth soybeans,
such land would yield about $251/acre,
according to University of Tennessce's
1974 Farm Planning Manual, an officially
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recognized source for the state Even with
such generous assumptions, the annual yield
would be about $6.4 million and not the 517
million indicated. That higher filgure
would require farm production ylelds of
over $6=3flcrl for every Class I-111 acre
in the project area. A more realluric
evaluation would recognize that some acre-
age would not be farmed, that double-cropping
is not recommended for this area by the
Tennessee Extension Service, and that Class
III lands cannot be used for crops repeat-
edly year after year.

The Teport also failed to include the following information
which was provided by TVA:

Based on TVA's evaluation at the time of the
environmental statement, farming on what is
now Tellico project lands accounted for less
than 15 percent of the agricultural produc-
tion in the three-courty area and employed
about 183 farmers. These losses, while sig
nificant, are considered acceptable in

light of the estimated 6,600 industrial and
trades and services jobs that will he
created as the reservoir's industrial poten-
tial is developed, and in light of the pres-
ent lack of employment opportunities wvhich
has caused outmigration of many of the young
people from the area.

CHAPTER 1V

TVA's comments previously provided to the GAO, in our
opinion, amply demonstrate that the basic benefit analysis for
Tellico was and remains sound, and that most of the so-called
technical flaws in methodology cited in the report do not exist.
The state of the forecasting arts has improved since 1968, but

the refinement of earlier forecasts would not significantly
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change the reaults, and, in the meantime, the benefits from a
virtually completed project are being foregone. The 1968 econ-
omic analysis for Tellico was reexamined in 1971 in connection
with the NEPA review. All of Volume III of the Tellico FIS i=s
devcted to the benefit-cost analysia. It contalne a er’' rcal
anslysis prepared by opponents of the project of both the gen-
#rai approach and the specific dollar value estimaten used by
TVa in calculating project benefits and TVA's dl cussion and
rebuttal of the major points raised by the critical analysis
In approving TVA's final EIS as adequate undecr HEPA, the dis
crict court was hipghly complimentary of TVA's economic analy
sls, saying: "We can scarcely inagine a mire satisfactory d
closure than that contained in final statement "

The discussion of specific primary benefits follows

1. Recreation--On pages 38-39 of the report, GAO

t=: that TVvA calculatea the number of recreation visits to

Tétlico based on an average from other reservoirs. The report
then guestions the use of average figures which do not take
inta consideration factors such as water quality, shoreline
development, public access, and proximity to population cen-
ters. What the report does not say, however, is that each of
theze factors weigh in favor of the Tellico project TVA pro-
vided the following information which was not included in the
report.

[T]he Tellico Reservoir, because of its
proximity to the heavily used Smoky
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Mountains National Park and the Cherokee
National Forest, its relatively small
water level fluctuation and good water
quality, 1its scenic natural setting, good
transportation access (I-75, U.§5. Highways
11 and 411), the extensive development of
historical and archaeological sites and
attractions nlnnﬁ the reservoir, the pub-
lie control of the shoreline with provi-
sion for many points of access, can prop-
erly be expected to be one of the more

aa ?1lr recreational reservoirs in the
alley.

TVA also points out that its earlier
analyses lp{llld the existing state-of-the-
art projection techniques, and while depend-
ent upon professional judgment, produced
reasonable results, Incdependent estimares
of Tellico visits by Economic Research
Associates in 1971 (1.5 million by 1980

and 2.1 million by 1995) substantiate the
general range of recreation visits TVA
projected for Tellico

While criticizing TVA for not making allowances in its estimate
for recreation visits that would represent transfer from other
regervoirs to Tellico (p. 40), the report fails to incorporate
™WA's position which was stated to GAO as follows:

TVA does not consider recreation trans-
fers a problem for the Tellico visita-
tion/benefit analysis because demand for
such reoreation generally exceeds supply,
and the reservoir will be availahble to
relieve pressures on the heavily used
national park. According to the most cur-
rent published information, a supply demand
analysis conducted by a private research
firm, Midwest Research Institure, for the
1969 Tennessee Statewide Comprehensive Out-
door Recreation Plan, t upulfr of exist-
reservoirs in southeast Tennessee
region will not be nearly sufficient to
accommodate the future regional demand for
lake-oriented recreation activities. While
these research results were not available
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at the time of the 1968 benefir-cost
analysis, the results indicate that without
this project the potential demand for lake
fishing opportunicies alone would require
an additional 754,000 acres of water by
1980. Even with the E'rojecr., 738,000 more
acres of water would needed to satiafy
fishing demand by 1980 and over 1,000,000
acres the year 2000. Given a demand
situation that far outsiLrips the capacity
of the existing supply, the transfer ques-
tion is not relevant.

VIl

2. Shoreline development--On pages 40-42, GAD gues-

tions the estimated value of this benefit on the grounds that

(a) 1,000 arres appeared to GAO to be counted in both the

shoreline and recreation categories: (b) some navigation bene-

fits may be included in the value of the shoreline benefirt,

and (c) the salea price of the land in this benefit may im-

properly include improvements by the buyer.

TVA's position on

ebch of these questions was previously provided to GAOD as fol-

(a) The 1,000 acres was not double counted

[T]he recreation bemefitr does not include
visits to a 1,000-acre state park. When
the shoreline development and recreation
benefits were estimated, discussions were
being held with the State of Tennessee con-
cerning their interests in developing a
state park on the 1,000 acres of land.
Later, at the time the benefit-cost analy-
sis was prepared, the State had still not
made a tment for the park. The Land
Branch in computing shoreline development
benefits did not include the 1,000 acres
because it assumed the land would be
reserved for a state park, while the
Recreation Branch assumed no state park
would be developed. This discrepancy was
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corrected in preparing the final analy-ie
by adding the 1,000 acres to the shore-
line development benefits

(b) The navigation benefits claimed by TVA are not
sart of the shoreline development benefit

TVA agrees with GAO that the addition of
navigability, as well as other pru{ect
features such as consolidation of land
ownership, industrial zo.ing. creation of
a local port authority, stc , enhances
land values beyond its value as g ricul-
tural land; however, this benefit is
captured ONLY under the shoreline develop-
ment category and is not counted a second
time under Navigation. Navigation bene-
fits are based on savings on the shipment
of materials and products after the entre-
preneur invests capital to produce a prod-
uct. Future savings in transportation
costs over a 50-year pericd are not capi-
talized and included in the price an
industry is willing to pay for the land.
The reason for this is that substantial
uncertainty exists as to the size of the
actual savings and the ability of the

firm to retain them in a competitive mar-
ket.

(e) The calculated benefit did not claim the value
resulting from development investment by the purchaser (or the

efleces of inflation)

In reality, the schedule of prices used
in developing the shoreline benefits was
compiled from a market study of comnar-
able areas located on Fort Loudoun and
Watts Bar Reservoirs. The schedules
reflect prices for raw, undevelojed lands
on sales during the respective 18 and 23
years of experience on these two reser-
voirs, adjusted to constant value price
levels to eliminate the effects of Infla-
tion.
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3. Flood control--GAD questinned the methodology TVA
used in calculating this benefit, stating that an {ncremental
analysis would be more appropriate (pp. 42-43). As we informed
CAD, TVA considers the flood storage values used for the Tellleo
analysis appropriate because:

(1) impoundment of the lower Little
Tennessee River is considered part of the
overall system flood contvel plan pre-
sented co Congress in 1936 pursuant to the
requirements of Section 4(j) of the TVA
Act; (2) the projec. is strategically
located to provide needed f{lood protection
to the citv of Chattanooga, the most wvul-
nerable locality in the Valley; and (3)
the interconnecting canal between Fort
Loudoun and Tellico Reservoirs provides
l{lt!ﬂ flexibility beyend the construc-
tion of a single reservoir by allwlnf the
interchange oi storage capacity to help
control uneven distribution of storm run-
off. An example of the project's flood
control banefits is illustrated by the
flood which occurred in March 1973, This
flood was centered over the area downstream
from the lafge tributary area reservoirs
and caused damages estimared at about §35
million at Chattanooga. If the Tellico
project had been completed at this time,
the damages would have been reduced by
approximately 515 million.

A praviously pointed out, the approach used by TVA is consist-
en: with Senate Document No. 97 which contains

5 'l allowances for imtangibles which
are not reflected in the tangible bene-
fits and economic costs and thus justi-
fies departure from maximization of net
benefits. It states in part that “a
higher degree of flood protection, parctie-
ularly in urban areas, than is feasible
on the basis of tangible benefits alone
may be justified in consideration of the
threat to lives, health, nn:oﬁencrnl
security posed by larger fl o
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4. Ravigation--The GAO report (pp. 44-44a) takes
issue with the methudology and data base used by TVA {u 1968 to
calculate this benefit and renews its speculation of double
counting of the shoreline and navigation benefit

The 44 firms selected by TVA for the 1968 economic
analysis included some that were actually using water transpor-
tation and realizing direct savings from navigation, it also
included some firms which had access barge transportation, but
at the time of the study had decided to take advantar= of water-
competitive rall rates. These additional savings related to
navigation development were not included in the bencfit level
derived for Tel!lleo; however, their existence provided the
basis for including all 44 firms in the sample Indeed, this
@itz base tencs to underestimate the savings per acre for firms
using water transportation. The methodology issue is moot, how-
ever. as TVA in 1971 actually performed the speclfic industry-
type analysis GAO prefers. As we reported to GAD

The analysis selected two different indus-

trial complexes whose growth trends and

location requirements indicated they would

find Tellico sites sultable to their needs

Tons of bargeable commodities related to

each complex were estimated and the results

in both cases indicated the transportation

savings exceeded the savings derived in

1968 analysis, substantiating ita reason-

ableness. A detailed discussion of this

analysis is contained in Volume 111 of the

Tellico EIS (pages 111-3-20 to I11-3-21)

The second point, the question of the double counting of naviga-

tion savings (with shoreline development), K has already been
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addressed. The calculated navigation benefit estimates the
transportation savings on raw materifals and products shipped by
wvater, after the sale of Tellico land and the development of
private industrial facilities have been completed. As TVA in-
fcrned CAO, the calculated shoreline benefit would include the
value of these navigation benefits only {f the land were sold
at a price
that includes the future stream of

transportation savings that cou'd be

attained by the buyer and retained by him

o . s TEIR lctualltz this price is never

paid by indust:.rs because of the uncer-

tainty as to tle size of the savings and

whether competitors will permit their

retention; in addition, such an advance

payoent nullifies the location advantage

5. Power--While raising some collateral questions on
this issue (p. 45), GAD concedes the power benefit Indeed, the
225 million kilowatt-hours of clean hydroelectric energy that
will be produced by Tellico in an averapge v-air has a current

snnual value of about §$31. 5 million

6. Fish und Wildlife--The transfer issue has already

teen addressed under the recreation heading. CAO also ques-
tizned TVA's selection of the nonreservoir fishing value in
deriving the calculated benefit (p. 47). We believe the value
uied was justified and we reaffirm the statement provided to
GAD:

[Tlhe trout fishing value of $2 used was

a midranpge value under the Interim Cuide-

lines, ich provided a value of §1 to $1
for cold water and bass fishing
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Supplement No. 1 te¢ Senste . wcument 97
regrouped all fishisp nder cwo headings:
ll!: gglhln under w 2. Recreation with
a value of 50.50 to §1.50, and trout fish-
ing under Specialized Recreation with a
value of $2 to §6, leaving the selection
of value to the professional judgment and
discretion of the evaluator. Consider-
ing the criteria and examples given for
specialized recreation, and the artificial-
ity of the trout fishing situatien in the
Little Tennessee River (e.g., absolute
river flow control which varies with re-
leases from Chilhowee Dam from 1,350 to
11,000 cubic feet per second, maintenance
of the trout population by continuous
stocking, the proximity of 1,200 miles
of natural trout waters in east Tennassee
and the seasonal influx of warm water
sport fishes, such as sauger and white
bass from Watts Bar Reservoir) TVA biol-
ogists consid:r the §2 per trip value for
trout fllhin! ustified. This is sup-
Eurtld by a 1964-65 flnhinﬁ survey o
ittle Tennessee River fishing, ich
determined that the average iit angler
out-of -pocket expense per erip was $2 .41
before netting out expenses of providing
the filhtu! opportunity. In 1964-65,
the cost of stocking trout in the Little
Tennessee was calculated to be §58,000.
This cost would have reduced the trout
fishing benefit calculated and continues
to be a substantial annual cost.

6. Water supply--While GAO initially raised two ques-
tions on this point, it apparently now acknowledges that the
comprehensive land use planning will assure that adequate indus-
trial acreage is available to realize this benefit. The report
(at p. 48) still questions the dollar value of the benefit how-
ever. In support of its posirion, GAO misuses the values in
TVA's 1971 analysis, which actually confirms the reasonableness
of the originally calculated benefit. As we reported to GAO,
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that analysis used 13 industrial plants from different cate
gories that were putential candidates for the Tellico area
For the purpose of the 1971 study, a range of 70 to 150 million

sallons per day at different pumping heads were sel-cted (ihe

firrs selected for the sample were using an averape of about

110 million gallons per day). The corresponding range of aver-
aze annual benefits derived from the analysis was $24, 000 to

reasonableness of TVA's earlier §$70,000 benefit estimate GAO,

however, ignored the difterences in the two studies and erron-

{
i
!
380,000 (in 1968 dollars), which in our view substantiates the J
eously corpares the 70 million gallons per day water use rate l

in the two stulles to support its position
Secondary Benefits

The Tellico benefit-cost analysis, prepared in accord-
anee vith Senate Document 97, properly included the substantial
evco~Zary benefits in the form of new jobs and economic oppor-
tunicies that the project will create. While the GAD report
acunewledged (p. 17) that the enhanced employment opportunities
raised the annual benefits from Tellico by $1,650,000 (i~ 1968
dollars) and the benefit-cost ratio computed by TVA to 3.0 to
1, the secondary benefits are not discussed further

TVA believes that these job opportunities are the
heart of the project, improving the quality of life in an area
now characterized by unemployment, low incomes, and the out-

migration of young people. TVA estimates that 4 000 basic
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industrial jobes and 2,600 trades and services jobs will be
Gr.ltlh along the reservoir over a 25-year development period.
By comparison, less than 200 families made a living farming
this land before it was acquired for the projecr.

New jobs are clearly needed. Monroe County, in which
about half of the project is located, currently has a per cap-
ita income of only 56 percent of the national figure. More than
26 percent of its families have income below the poverty level
and its current unemployment rate exceeds 12 percent. The
three-county area affected by the project had more than 3,300
people on the unemployment rolls im 1976. Moreover, it should
be neted that TVA's estimates of industrial development at
Tellico are fully supported by independent consultants' studies
perfoermed by The Fantus Company and the Real Estate Research
Cerperation in 1972,
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APPRAISAL OF TVA COMMENTS

On July 8, 1977, an advance copy of our report was sent
to TVA for comments and suggestions. In response, TVA
provided lengthy comments and suggested revisions, Some of
the comments were useful for making corrections and for pro-
viding greater clarity and balance throughout the report,
Many other comments, however, were either contradictory with

revious information received from TVA or other sources,
rrelevant to the issue at hand, or pertained to areas out
of the scope of our review as agreed with the House Committee
on Merchant Marine and Fisheries.

After carefully considering each of TVA's comments, we
made revisions to the report where appropriate. A revised
draft was sent to TVA for a formal written response, TVA's
August 10, 1977, letter expresses disappointment tha*t many
of its earlier comments were not included in the later
version and again mentioned many of these comments, (See
appendix VII,)

Our appraisal of TVA's general comments are included in
chapter 5. This appendix includes a summary of each of TVA's
specific comments and our responses,

CHAPTER 1

Petition to delist

Comment

TVA states that it told us on several occasions
that it filed only one petition to delist the Little
Tennessee River as the critical habitat of the snall
darter and that the petition has still neither been
acknowledged nor acted on,

Response:

The Deputy General Counsel of TVA told us on
July 5, 1977, that TVA filed two petitions to delist
the Little Tennessee River--one on February 28, 1977,
and one on June 29, 1977. Since that time the Depart-
ment of the Interior informed us that a June 30, 1977.
(not June 29, 1977) letter was received from TVA but
that it merely urged the Department to act on the
February petition. As indicated in the Department's
comments to our report (see app. VI). TVA's petition
was formally denied on July 6, 1977.
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NEPA

Commentt

TVA states that the Hiwassee River will apparently
support a snail darter population,

Response:

Interior's Fish and Wildlife Service and the
ichthyologist who discovered the snail darter said
that from 5 to 15 years may be required to determine
whether the snail darter can successfully survive
in its new environment,.

lawsuit

What

Comment ;

TVA states that earlier Tellico litigation under
NEPA was brought by environmentalists and one affected
landowner (rather than landowners) and that the devel-
opment of a scenic river alternative was expressly
considered.

Response:

Support for the phrase "affected landowners® is
found in a description of the NEPA litigation in the
January 31, 1977, decision of the U.S5. Court of Appeals
which enjoined the Tellico project on the basis of the
Endangered Species Act., Hill v. Tennessee Valle
Authority 549 F.2d 1064, 1067 (ﬁtﬁ_n_ﬂ"m_¥r. . The

our not determine which of the alternatives was
the best but rather that alternatives were adequately
disclosed. We believe that the "scenic river" alterna-
tive considered by TVA was not adeguate because.  among
other things, it did not include benefits to be derived
from agriculture, historical, cultural and industrial
development, and fish and wildlife,

is TESC?

Comment :

TVA stated that we refer to TESC without identify-
ing the group and offered its description of TESC,

Response:

TESC is mentioned throughout the report because
it is gquite knowledgeable about the Little Tennessee
River vValley and represents a different viewpoint from
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that provided by TVA on many issues, TESC is perhaps
the most active group opposing the Tellico project,

but it is only one of the 9 groups that comprise the
Little Tennessee River Alliance, an organization formed
to opposed the project. The Little Tennessee River
Alliance has a statewide membership of about 25.000
members and is comprised of the followinc groups: TESC,
Tennessee Conservation League, Sierra Club, Trout Un-
limited, Tennessee Audubon Society, Eastern Band of
Cherokee Indians, Smoky Mountains Hiking Club, Tennessee
Outdoor Writer's Association, and the Tennessee Environ-
mental Council.

Comment :

TVA stated that three individuals (rather than a
grouvp of scientists and environmentalists) filed the
snail darter suit,

!IIEIIIQ 1

While two law professors and a law student orig-
inally filed the snail darter suit., the Audubon Council
of Tennessee, Inc.., and the Association of Southeastern
Biologists later jointed as plaintiffs in the sult,

CHAPTER 2

Site restoration

Comment:

TVA states that it informed our investigating
team that partial removal of the earthen section of
the dam would create the probability of failure for
the remainder of the section and that safe engineering
practices would not permit the suggested removal.

“IEII Be:

At no time in any previous discussion, including
Senate hearings, did TVA mention that safe engineering
practices would not permit the suggested partial re-
moval of the earthen dam.

Because TVA provided this information after
completion of our site work, we did not evaluate this
assertion, but we aTrc- that unprotected sections of
the earthen dam could be eroded from heavy rainfalls
and river currents, TESC, however told us that pro-
tecting the earthen banks with broken stone--a procedure
commonly used in reservoirs, including the banks of
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the proposed Tellico reservoir--would greatly reduce
erosion, TESC believes tha*t the necessary broken stone
would be available locally and that the procedure would
not add significantly to the estimate for removing a
section of the dam, TESC stated further that since
river water would not collect behind the dam, no risk
to life or property would be added downstream,

CHAPTER 3
Comment

TVA states that we reported Tellico opposition
proposals without scrutinizing or analyzing unreal istic
cost estimates or claims made to support them,

Response:

No cost-benefit analyses have ever been prepared
by project opponents for any proposals, In addition,
we agreed with the House Committee on Merchan® Mar ine
and Fisheries to identify, but not evaluate, alterna-
tives to the proposed reservoir project,

!artz alternatives

Comment :

TVA offers information which indicates that the
Tellico Dam was planned as an extension of the Fort
Loudoun project in the early 1940s and, for tha* reason,
TVA did not consider river-based alternatives when the
project was planned in 1963,

R!.El‘ll. H

The information provided by TVA is irrelevant to
the decision before the Congress and generally supports
the position in our report that TVA decidea *o build
‘he Tellico Dam without first considering river-based
alternatives,

TVA's position on the need to reconsider alternatives

Comment:

TVA states that (1) the Congress has debated the
best use of the river beginning in 1965, (2) project
alternatives were fully explored in the Tellico envi-
ronmental impact statement which was provided to the
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Congress and approved in the courts, and (3) Congress
carefully analyzed the project annually and directed

TVA to complete the project promptly. TVA alsc men=-
tions that the scenic river alternative |- analyzed for
the 1971 environmental impact sta“emen®t was found to
provide only 2 percent of the level of Tellico reservoir
project benefits.

II'IEI'I sEe:

We believe that sufficlient i(nformation has not
been provided to the Congress for it to adequately
question whether the Tellico project is the bes" use
of the Little Tennessee River Valley. As mentioned
in chapter 5, many other factors--including the snail
darter--have arisen or increased in public importance
since TVA last prepared a detailed evaluation of Tellico.

TVA's analysis of a scenic river alternative for
the 1971 environmental impact statemen*: did not include
benefits toc be derived from agriculture, historical,
cultural and industrial development, and fish and wild-
life. In addition, the Department of the Interior said
that it 4id not have access to the supporting methodol-
ogies and data bases used by TVA and thus was unable to
properly guestion the results of the Tellico environ-
mental impact statement at that time,

Farlier this year, the Congress deleted all funding
from nine previously approved water development projects.
including seven projects which were under construction
and as much as 26 percent complete, With current, de-
tailed information on both the project and its alterna-
tives, the Congress may also wish to reconsider its
funding of Tellico.

Recreation--(a) The National Park

Commen: :

TVA states that a former Superintendant of the
Smoky Mountains National Park mentioned in a 1972
letter that recreational facilities adjacent to a
reservoir would perhaps relieve some of the visitation
pressure of the park.

Response:

The Department of the Interior, through the
National Park Service. is responsible for the Great
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Smoky Mountains National Park. The Department points
out, as shown in appendix VI, that "a scenic riverway
would more effectively alleviate cvercrowding at the

park than would a reservoir."”

Recreation-=(b) Balanced g:olontlting of the
recreation Lssue

Comment :

TVA provides a lengthy description of why it
believes another reservoir wou provide grea‘er
recreational benefit than would the .xistino r ver.

IIIEI'I Be:

We have not verified or included in our report
this information submitted by TVA because it is out of
the scope of our review as agreed with the House Com-
mittee on Merchant Marine and Pisheries. The infor-
mation presented concerning the attractiveness of the
proposed Tellico reservoir, however, tends to support:
our position that TVA's estimated visitation rates
should be reduced %o reflect transfers from other
reservoirs, including the 20 lakes within 100 miles
of Tellico.

Comment:

TVA states that the Little Tennessee River as a
canoe stream has a number of equal or superior counter-
parts, TVA also states that trout fishing primarily
occurs on the upper 8 to 10 miles and that river im-

undment will merely reduce this area to the upper
to 4 miles.

Response:

Although we were not asked to examine either of
these assertions, TESC has previously told us that other
rivers are superior %o the Little Tennessee River for
"white water" canoeing. but that these rivers are not
acceptable for such recreat.onal uses as-family float
trips. TESC believes trout fishing in the Little Ten-
nessee will be adversely affected because the trout will
be compressed into a very small area and will be forced
to compete for survival with other types of fish,



APPENDIX VIII APPENDIX VIII

Cultural values
Comment :

TVA provides a lengthy description of its
archeological efforts in the Little Tennessee River
valley and stated tha%t (%t believes its plans constitute
significant preservation of the most important histori-
cal and archeological sites in the project area,

Response:

Although detailing the archeological efforts of
TVA was not part of the scope of our review, Tellico
archeological project researchers told us that most
of the 200 archeological sites recorded to date have
only been investigated about 5 percent and that onl
three sites would be preserved with a reservoir, With
regard to the preservation of three sites, TESC points
out that one will not be flooded, the second is now
covered with 30 feet of fill, and the thi-d is partially
covered with fill to lift it above the valley floor,
In addition, the Eastern Band of the Cherokee Nation
strongly opposses the inundation of its major cultural
histerical sites, TVA's comments concerning the
Tomotley site are not pertinent because TVA did not
;na:l:- that we included its comments in the revised

r. tli

Agriculture

Coment :

TVA states that, on the basis of figures in th-
Unlvtrllt{ of Tennesses's 1974 Parm
even If all asgricultural acre
duction and double cr ing was used, the lnnnll {nd
would be about $6.4 million, not the §17 million i=
cated by TESC. TVA aleo criticized us for not examining
th'lrtlc estimate and for incorrectly reporting TVA's
position.

We have neither verified nor examined the
information submitted by either TVA or TESC because
performing a study to determine the anticipated agri-
cultural yield of the land was rot in the scope our
review, However, according to the inforsation submitted
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by TESC, technigues used in deriving the $17 million
agricultural yielde ($16 million in revenue, $§1 million
in wages) were set forth i~ the University of Tennessee's
1973 Farm Plgnn;g! !gnwgl an® the estimates were based

on using J rcent of the availahle acreage and double
cropping both wheat and barley.

We do not believe we reported TVA's position
incorrectly but rather that we merely summarized TVA's
lengthy explanation.

Comment ;

TVA believes that losing the 183 farming jobs that
existed before the project is acceptable when compared
to an estimated 6,600 industrial and trades and services
jobs which would be created by industries locatimg near
the reservoir,

"IEHICI

We believe that today's land use priorities may be
quite different from that of the early 1960's and that
the agricultural and industrial g:h opportunities of
a develo river valley should determined if a mean-
ingful comparison is to be rmade with job opportunities

of a developed reservoir.
CHAPTER 4

omment :

TVA stated that although the state of the
forecasting arts has improved since 1968. refinements
of 1968 forecasts for the Tellico project would not
significantly change the results because the basic ben-
efit analysis is sound, and flaws in the methodologies
do not exist.

Response:

Current, detailed information on the project and
its alternatives is needed for the Congress to properly
act on the guestions before it. Many rtant issues
have surfaced since the project was conceived and the
effect of these issues has never been evaluated, Con-
gress must consider, for example, the effect of the
project on
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==the snall darter, both as an endangered
species and as a formal precedent under
the Endangered Species Act of 1973,

-=the rich archeological culture of the
valley and possible conflicts with the
intent of the National Hi.storic Preser-
vation Program;

-=the prime agricultural land of the valley
at a time when the Department of Agriculture
and the President's Council on Environmental
Quality recently issued statemasnts encouraging
Federal agencies to consider the preservation
of such land when carrying out programs;

-=the last large flowing river in the region
and *he recreational opportunities it cffers;
and

-=alleviating overcrowding at the Great Smoky
Mountains National Park, compared to the effect
of a river corridor on park overcrowding.

In addition to considering these issues for the
first time, we believe a new analysis of remaining costs
and benefits for the prgject and its alternatives would
1ook considerably different if improved forecasting
methods and current data were used, TVA points out, for
example, that its estimate of power benefits has in-
crezaed over 12-fold since 1968, We belleve other
benefits may also have changed or, on the basis of
improved estimating methods, may be nonexistant,

comment :

TVA stated that a critical analysis of its benefit-
cost analysis was included in the environmental impact
statement, along with TVA's discussion and rebuttal of
major points, TVA points out that the district court
approved the environmental impact statement and offered
compliments on the amount of disclosure in the statement,

Response:

As mentioned earlier, we believe TVA's 1968
benefit-cost analysis is outdated and contains numerous
methodological problems. In addition, many factors,
including the snail darter and agricultural. historical,
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and cultural values, have increased in public
importance since that time and have not been
evaluated by TVA for alternatives %o the Tellico
project.

While a critical analysis of TVA's 1968 study was
included in the 1971 environmental impact statement®,
the critics were not able %o properly evaluate the
projected benefits because they did not have access *o
TVA's supporting methodologies and data bases. The
critics also -:Yllcitly stated in the analysis that+
they got virtually no cooperation from TVA,

Nevertheless, several of the critics' arguments
have merit and were not convincingly rebutted by TVA,
For example, they criticized TVA's recrea*ion benefit
because it did no%t properly consider the population
centers from which visitors would be drawn and because
it did not consider the number of visitors that would
use Tellico instead of the other numerous reservoirs
in the area, TVA responded by stating tha% it expected
Tellico %o draw a substantial proportion of visitors
from beyond a 50 to 60 mile radius from *he project
because the reservoir would have a relatively constant
water level and because it is easily accessible by
several major highways. We believe tha® *the critics’
arguments have more merit because TVA ignored the trans-
fer question and because there are 17 other reservoirs
within a 50-mile radius of Tellico,

Recreat LGI‘I

Comment :

TVA states tha*t +the factors which were omitted
from the 1968 analysis--wa*ter quality. shoreline
deve .opment, public access, and proximity *o population
centers--weigh in favor of the Tellico project. TVA
expects Tellico to be one of the more popular recrea-
tional reservoirs in the valley. One of *he several
reasons cited by TVA is its extensive development of
historical and archeological sites and attractions
along the reservoir,

MIEI'IIQI

Throughout our analysis we did not attempt ‘o
determine whether benefits were either overstated or
understated and as mentioned in the report, we did not
attempt to determine the effect “hese factors would



APPENDIX VIII APPENDIX VIII

have on the Tellico visitation estimates. If Tellico
would be one of the more popular recreational reservoirs
in the valley. this further supports our position “hat
visitation transfers from other reservoirs need to be
expressly considered, As pointed out earller, TVA's
extensive archeological development plans include only

3 of the 200 recorded archeological sites in the valley,

Comment :

TVA states that independent estimates of expected
Tellico visitation by Economics Research Assoclates in
1971 substantiate the general range of recreation visi*
TVA projected for Tellico.

Response:

The independent study of Tellico visitation by
Economic Research Asscciates in 1971 criticlzed TVA's
approach, The study pointed out “hat TVA's methods do
not give a truly va.id picture of probable visitation
directly associated with the Tellico reservoir, We
believe a current study using improved methods is stil]
needed.

Comment :

TVA states that its position on the transfer
guestion was not inclided in the report., TVA's basic
sition is that the transfer guestion is not relevant
cause a private research firm stated that the capacity
of reservoirs in the southeast Tennessee region will not
be adeguate *o meet future demand.

Response:

TVA's basic position is included in the report®,
Also included in the report is our statement that mos®,
if not all, of the 20 reservoirs within 100 miles of
Tellico are not currently at capacity and that visita-
tion rates vary considerably be:ween reservoirs, Fur-
ther, TESC has stated that the Tennessee Valley has
more flat water acreage per capita than any other re-
gion in the world but that *he Little Tennessee River
is the last clean, large flowing river in the area.

In commenting on our repor%, the Department of the
Interjor pointed out that a scenic river would be more
useful than a resr-voir for relieving visitation pres-
sures at Great Smoky Mountains National Park. In
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addition. State and Federal planners predict a 13-fold
increase in stream fishing by 1990 in the Smoky Mountains
Region. Because the Little Tennessee River is consid-
ered by many %o be the fines*: trout river in the South-
eastern United States, we believe [t might attract a
substantial portion of this increased demand,

Shoreline development
Comment :

(a) TVA gtates tha* the recreation benefl® does no*
include visits *o a 1,000-acre State park,

Response:

TVA officials who epared the commen*" to our

report are in disagreement with the TVA officials in

the respective branches which prepared “he 1968 analyses.
Whether or not TVA's analysis explicitly considered a
State park at Tellico is not important, however, because
the figures TVA actually used *o de*ermine visitation
rates a*t Tellico were based on visitation ra.es at lakes
with parks., Thus, *he analysis implicitly assumes a

ark will be created and counts the benefits from the

.000 acres under both shoreline development and
recreation,

Comment :

(b) TVA states tha:t navigation benefi:s are no: part
of the shore'ine development benefi* because future
savings in transpor*ation costs over a 50-year period
are not refliected in the marke® price of *he land,

Response:

Navigation benefits are a* leas® partially double
counted under shoreline developmen®t benefits, We
believe the factors, including navigation, which make
the Tellico industrial sites more desirable *han land
not adjacent %o a reserveoir would be reflected in the
increased market value price tha*t industry would Le
willing to pay for the land. In esserce, TVA's position
is that developed land with navigational access would
be sold at the same market price as similarly developed
land without navigational access,
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Comment:

(c) TVA states that shoreline development benefits do
not include values resulting from (1) development
investment by the purchaser or (2) the effects of
inflation.

Response:

Price increases anticipated after TVA sells “he
land are attributable. at leas*® in par%, *o other
factors; such as inflation, improvements made by “he
bU{lr. or increased demand for land in general. After
eliminating the increase in land value at*:ributable
to inflation and buyer improvements, TVA claimed *he
remaining price increases as a result of the project,
We believe that some of this increase is due *o “he

eneral demand for lanu, rather than specific demand

or reservoir access land. This increment should be

identified and only those benefits directly at%ribu*-
able to the project should be claimed,

Flood control

Comment:

TVA believes the systems approach for calculating
flood control benefits is appropriate for Tellico
because (1) the Little Tennessee River is considered
part of a 1936 flood control plan, (2) Tellico will
provide needed flood protection for Chattanocoga, and
(3) the canal connecting Tellico to Fort Loudoun provides
systems flexibillity in cases of uneven runofi. TVA
stated that Tellico would have averted $1° milllion of
the $35 million flood damages incurred a* Chattanocoga
in March 1973.

I.IEII“ H

TVA's "systems" approach for calcula*ting flood
control benefits is weak because it assumes tha*t each
additional acre-foot of storage provides as much flood
protection as existing storage. Because downs“ream
property values vary by “ype of land, zoning, improve-
ments, accessibility. size. and market conditions, we
believe the average amount of protection provided per
acre-foot ir the TVA system would not be a valid indi-
cator of the flood control benefits for a given reser-
voir., Under this method, flood control benefits could
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be claimed for protecting land of a higher wvalue than it
actually protects, Further criticisms of L.e approach
are contained in our prior report "Improvements Needed

in Haking_nentfit Cost Analyses for Federal Water_ﬁe—
sources Projects" (B-167941, September 20, 1074).

TVA estimated that the Tellico project would have
reduced the March 1973 flood damages in Chattanc.a by
$15 million, Although the amount of flood proteclion
that Tellico would have averted at Chattonoga in 1973
has been questioned by others, we did not verify the
accuracy of this estimate, However, we do believe that
this type of procedure--comparing damages with and with-
out the project--is preferable to the systems approach
used in 1968 and should be applied if another analysis
is prepared.

omment:

TVA states that the systems approach is consistent
with Senate document No, 97, which contains allowances
for intangibles and a higher degree of flood protection
than is feasible on the basis of tangible benefits alone,

Response :

As mentioned in the report, we believe that the
systems approach is not consistent with Senate Document
97's definition of a benefit--the net increase in value
with the project compared to the value without the project,
Oonly the value of incremental flood protection provided
should be projected as flood control benefits,

Navigation
Comment :

TVA states that including all 44 firms in the 1968
analysis of navigation benefits is justified because
each of the firms either used or had access to barge
transportation. TVA states that this method results in
underestimated navigation savings per acre because some
of the firms included in the average had no savings;
they took advantage of water competitive rail rates
rather than shipping by barge.

Response:

Using the average of 44 firms is weak because of
the tremendous variations in savings per acre--27 firms
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with no savings at all and 17 with savings ranging from

$26 to $19,894 per acre. In our opinion, a case-by-case
analysis should be made rather than using a purely sta-

tistical average because of this wide variation,

We do not agree that TVA underestimated navigation
savings because, in our opinion, no navigation benefits
are created unless shippers actually use the waterway,
Consldering the abundant availability of unused competi-
tive industrial sites with barge navigation, both a:
Melton Hill Reservoir and at various locations on the
Tennessee River, TVA's projections, in our opinion, are
optimistic rather than understated,

TESC also questions the claimed navigation benefits,
According to TESC, TVA used similar justifications for
three reservoirs near Teliico but the estimated savings
have not been reali:ed. One project realized only 1 per-
cent of claimed annual benefits In its first 10 years of
operation and the other two reservoirs have experienced
tonnage decreases of 48 and 45 percent over the past
20 years, We did not verify these fiqures.

o nt:

TVA states that our concerns about the methods
used to estimate navigation benefits In 1968 are moot
because TVA performed a specific industry analysis in
1971 which substantiated the reasonableness of the
earlier estimates,

Besponse:

We did not verify the accuracy of TVA's estimates
but we believe the basic procedure of identifying
specific industries and related shipments is preferable
to the methods used in 1968 and should be used if another
analysis is prepared., Since this data is at least 6
years old, however, we believe a new analysis is needed,

Comment :

TVA again stated that navigation is not counted the
second time in the shoreline development bLenefit TVA
believes that if the market value of the land reflected
navigational access, such an advance payment would nullify
the location advantage.
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Elngﬂl.l

As mentioned earlier, navigation benefits are at
least partially counted the second time under shoreline
development benefits because the access to a reservolir
for navigation and other purposes would be reflected
in the market value of the land,

Comment :

TVA states that we concede the power benefit and
that the 200 million kilowatt hours of energy that would
be provided by Tellico has a current annual value of
$3.5 million.

Response:

While we did not raise major objections to the
methods used to calculate power benefits, we cannot
*concede the power benefit" because we did not examine
the data bases used for this or any ther benefit,

Other groups have questioned the data bases used
by TVA and specifically challenge TVA's estisates of
the amount of electrical generating capacity needed to
handle demand in 1985.

TVA found it useful to update its estimate of power
benefits for Tellico, We believe it would be even nmore
useful to perform a complete analysis of all benefits
for both the project and its comprehensive alternatives,

Fish and Wildlife
Comment :

TVA states that assignment of the lowest permissable
value to trout fishing is iustified considering (1) the
criteria and examples given in Senate Document 97,

(2) the variation in river flow in the Little Tennessee
River, (3) the cost of stocking trout, and (4) a fishing
survey conducted 12 years ago which supported tho
assigned value,
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Response:

TVA's assignment of the lowes*t permissable value
to trout fishing is gquestionable considerina that
(1) the Little Tennessee River is considered by the
Tennessee Wildlife Resources Agency as the best trout-
holding river in Tennessee and by TESC as the finest
trout river in the Southeastern United States; (1) State
and Federal planners forecast a '3-fold increase in
stream fishing by 1990 in the Smoky Mountains Region;
{3) the Little Tennessee River Valley offerc many of
the same visitor activities, including stream fishing,
that are causing overcrowding at the Grea* Smoky Moun=-
tains National Park; and (4) TVA used the midrange values
for all calculations (including cold water fishing under
the interim guidelines) except trout fishing, which would
be greatly reduced with a reservoir, Consistent appli-
cation by TVA of using the midrange value would have
reduced the value of annual benefits claimed ftor reser-
voir fishing bv about 25 percent,

Considering the number of fishing ®trips that might
be drawn from other reservoirs would further reduce *the
claimed benefits.

Water Supply

Comment ;

TVA states tha*t we aprarently acknowledge that
land=use planning will ass.re adeguate industrial acreage
is available to realize the claimed water supply bene-
fits. TVA states that we misused the values in TVA's
1971 analysis, which, according to TVA, confirms the
reasonableness of the 1968 benefits, TVA states that
the range of water supply annual benefi*s can range
from $24,000 *o $80,000 depending on the assumption of
industrial water needs,

Our position has not changed. We still believe
that the TVA analysis did not consider the amount of
industrial acreage at Tellico and that the firms cur-
rently occupy twice the industrial acreage which would
be available, We merely pointed out TVA's position for
balance because we did not evaluate whether TVA would
be ablé to realize the claimed benefits by limiting
industries %o one-half the space which they now occupy.
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With regard to the values used, TVA admits that,
on the basis of the 70-million gallon per day rate used
in 1968, benefits were overstated by 546,000 a.nually,
Only by assuming usage rates in the 1971 study of over
twice that used in 1968, was TVA able to approximate
the original annual estimates,

Secondary benefits

Comment :

TVA believes that we did not discuss secondary
benefits adequately. . A\ also notes the job potential
of a developed industrial area adjacent to Tellico
reservoir and compa: it to the number of families
which made a living the area by farming in the early

1960s. TVA further states that TVA consultants have
supported its estimates of industrial development,

Response:

Pursuant to our agreement with the 'louse Committee
on Merchant Marine and Fisheries, our review was
limited to direct Tellico project benefits, However,
several points are worthy of mention.

We believe that today's land use priorities may
be quite different from that of the early 1960's and
that the agricyltural and industrial job potential of
& developed comprehensive river valley still needs to
be evaluated before a comparison can be made with the
number of jobs estimated for the Tellico project,

We believe TVA's prcjection of the number of
industries willing to locate along the reservoir is
optimistic consider ing the large availablity of indus-
trial sites with barge navigation both at Melton Hill
Reservoir and at various locations on the Tennessee
River.
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- TEHHESSEE v?ﬁégy
Tenure of Office
From To
BOARD OF DIRECTORS:
Aubrey J. Wagner Mar. 1961 Present
William L, Jenkins Sept. 1972 Present
8. David Freeman Aug., 1977 Present
Con McBr ide May 1966 May 1975
Frank E. Smith Nov., 1962 May 1972
GENERAL MANAGER:
Lynn Seeber Mar, 1970 Present
Louis J. VanMol Mar, 19%61] Mar, 1970
GENERAL COUNSEL:
Herbert B. Sanger, Jr, Aug. 1975 Present
Robert H.~marquis Sept. 1967 Aug. 1975
Charles J. McCarcthy Feb, 1958 Sept. 1967
DIVISION OF PROCERTY
AND SERVICES:
John 5. Rozek Sept. 1976 Present
J. Porter Taylor Jan. 1976 Aug. 1976
DIVISION OF PROPERTY
AND SUPPLY (note a):
Ashford Todd June 1954 bec. 1975
DIRECTOR OF RESERVOIR
PROPERTIES (note a):
J. Porter Taylor Sept., 1967 Dec. 1975
Lvnr Seesber July 1967 Sept. 1367
Claude W, Nash June 1964 July 1967
DIVISION OF WATER MANAGEMENT:
E. H. Lesesne Jan. 1974 Present
Reed A. Elliot April 1955 Dec. 1973

a/ On Januvary 1, 1976, the Divisions of Property and Supply
and Reservoir Properties were consolidated into the
pivision of Property and Services,
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DIVISION OF NAVIGATION ULEVELOPMENI

AND REGIONAL STUDIES:
M. I. Foster
J. Porter Tavlor

MANAGER OF ENGINEERING DESIGN

AND CONSTRUCTION:
George H. Kimmons
George P, Palo

MANAGER OF POWER:
Godwin Williams, Jr.
James E. Watson
Gabriel O, Wessenauer

DIRECTOR OF FONESTRY., FISHERIES.

AND WILDLIFE DEVELOPMENT:
Thomas H. Ripley
Kenneth J. Seigwourth

(00857)
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Teaure of Office

From
Sep-, 1967
Feb, 1960
July 1969
Aug. 1959
Feb, 1976
Jan. 1970
May 1944
April 1970
April 196l

(s ]

Present
Sepr. 1967

Present
June 1969

Present
Feb, 1976
<an, 1970

Present
April 1970
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