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Now address the need for the VY Station to supply power to Vermont and to the New

England region focusing, in particular, on operation of the VY Station after March 21,

2012.

Mr. Tranen and Dr. Lester address this criterion, focusing on practical alternatives to the

VY Station including the potential of demand-side-management measures and programs

to displace the need for the VY Station's continued operation. As they point out, the VY

Station is a baseload plant, which means that it operates on a "24/7" basis. As I believe

the Board understands, to supply power reliably requires a combination of resources, and

at all hours of the day and week customers require some threshold of "baseload" supply.

As Mr. Tranen and Dr. Lester explain in more detail, on the supply side baseload power

can be generated principally from hydroelectric, coal, natural-gas or nuclear resources.

The diversified regional portfolio relies on all four resources although, as they explain, in

New England natural gas is the predominant resource, nuclear is second and coal and

hydro supply a smaller percentage of the regional need for power. While the potential

exists to build additional, natural-gas-fired plants in the region, with associated concerns

about carbon footprint and price volatility, and to continue to import hydroelectric power

to the region from Canada, significant new contracts are not to my knowledge in place.

Entergy VY believes, in any event, that maintaining a diversified regional portfolio

requires continued operation of the region's existing nuclear stations for the reasons

explained in Mr. Tranen's testimony.
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What are the benefits of the VY Station as a baseload resource to Vermont?

Entergy VY's marketing affiliate, Entergy Nuclear Power Marketing LLC, has begun to

negotiate a PPA with electric-distribution utilities in Vermont that will be beneficial to

the state. As the existing PPA demonstrates, buying power from the VY Station provides

a reliable, in-state source of power.

There are other benefits to Vermont. These benefits include:

• Financial benefits. As explained by Messrs. Wiggett and Heaps, there are

substantial economic benefits in terms of revenue sharing, employment, the

purchase of goods and services and the payment of taxes in the region in which

the VY Station is located as well as to the State of Vermont;

• Environmental benefits. As explained in Dr. Lester's and Mr. Tranen's

testimony, the environmental benefit for the state to continue to use resources

having a very low, electrical carbon footprint is instrumental to ensuring that

Vermont continues to have the lowest footprint in the nation; and

• Supply security benefits. As Mr. Tranen explains, the VY Station is important to

the reliability of power supply in Vermont and New England.

What about the risk that the VY Station will not operate and therefore that these benefits

will not be realized?

I am aware that some Vermonters have concerns about the risks of nuclear generation and

the potential for these risks to interrupt the VY Station's operation.
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It should be clear from my testimony that the reliability of nuclear operation is extremely

high: of the 117 commercial generation stations that have been licensed in the United

States, 104 remain on line. As Dr. Lester testifies, since the early 1990s improved

operating performance at the remaining 104 stations has increased the industry Capacity

Factor from 70% to 90%, and that increase, together with station uprates, has in effect

created more than 25,000 MWe of new generating capacity and relieved the pressure to

build thousands of megawatts of new, fossil-fueled capacity.

Summarize your testimony on the benefits to Vermont and the region of the VY Station's

continued operation.

While no generation is risk-free, I believe the Board, after careful examination, can

reasonably conclude that continued operation of a station that has operated safely and

reliably for 40 years-and contributes to Vermont's lowest-in-nation, electrical-carbon

footprint-has a high probability of producing benefits to Vermont in terms of a

diversified, environmentally-sound source of power as well as substantial economic

benefits as Messrs. Wiggett and Heaps testify.

II. Financial Assurances & Commitments

Address the company's financial commitments to the VY Station and state as well as the

financial assurances that are required by Vermont law.

I begin by providing an overview of the mechanisms in place supporting EVY's ability to

operate the VY Station in a financially sound manner. I then address the statutory

requirements that apply specifically under Vermont law, as I understand them, to the

storage of SNF on an interim basis at the VY Station. I then take up financial assurances
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that are available if the VY Station ceases operations, including the continued interim

storage of SNF at the VY Station long-term as well as the plant's decommissioning.

Lastly, I address funding for emergency management.

4 Q22. Begin with operating support for the VY Station.

5 A22.
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The financial strength of the VY Station is based on several factors. First, EVY will have

available to it revenues from the sale of the VY Station's output, either directly to the

market or through one or more PPAs.

In the event operating revenues are not available due to an unplanned outage or similar

event requiring a complete shutdown of the VY Station, EVY maintains and will

continue to maintain production-interruption insurance that can provide a revenue stream

during the shutdown. The VY Station currently has production-interruption insurance

that would provide $3.5 million per week of coverage up to a maximum of $435 million.

Since purchasing the VY Station, EVY has maintained a $35-million credit agreement

with Entergy International Holdings, Ltd., LLC (or "EIHL"). This agreement functions

as a standby financial assurance, and its primary purpose is to pay costs during the bridge

period between an unplanned, premature shutdown of the plant and access by EVY to

funds from the decommissioning trusts.
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1 As a result of the proposed restructuring, NewCo will replace the EIHL credit agreement

2 with a $700-million Support Agreement running from NewCo to EVY and other NewCo-

3 owned, wholesale-nuclear plants. As with the EIHL credit agreement, EVY (as well as

4 NewCo's other wholesale, non-utility plants) must report to the NRC each time it intends

5 to draw funds under the Support Agreement, and NewCo cannot reduce, replace or

6 withdraw funds without express NRC approval. Also as with the EIHL credit agreement,

7 EVY's access to funds under the Support Agreement remains in place until EVY can

8 access at least 20% of the decommissioning-trust funds (the NRC requires adequate

9 assurance of financial support for nuclear plants for up to six months after operations

10 cease, during which time the plant operator applies to the NRC to withdraw such funds

11 from its decommissioning trust(s)).

12

13 Since purchasing the VY Station, EVY has also maintained a $35-million credit

14 agreement with affiliate Entergy Global, LLC, formerly Entergy Global Investments, Inc.

15 (or "EGI"). The EGI credit agreement functions as a revolving-credit facility to fund

16 EVY's needs for working capital.

17

18 NewCo will replace the EIHL and EGI agreements with the $700-million Support

19 Agreement. This agreement will continue to provide EVY access to working capital, as

20 needed, to meet its on-going operational needs.
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Through a Memorandum of Understanding entered in Docket No. 6545, Entergy

Corporation provided an additional layer of financial support in the event that funds are

not available under the credit agreements I just described, to support the station during

the bridge period between a premature shutdown and EVY's ability to access at least

20% of decommissioning-trust funds. In particular, Entergy Corporation executed a $60-

million guaranty to EVY as a backstop to ensure that EVY has sufficient cash available

to maintain the VY Station during this bridge period.

As part of the NewCo transaction, Entergy VY proposes that the Entergy Corporation

guaranty be replaced by a third-party letter of credit in the amount of $60 million. This

$60-million letter of credit will remain in effect after March 21, 2012, and as long as the

VY Station operates, as a backstop for the $700-million Support Agreement and until

EVY can access at least 20% of decommissioning-trust funds.

Now turn to the storage in Vermont of SNF generated after March 21, 2012, at the VY

Station. What mechanisms will ensure that EVY has sufficient funds to store SNF on-

site until it is removed by DOE?

Let me be clear that the storage of SNF and the assurance of funding for that storage is an

issue that is under the jurisdiction of the NRC, and EVY will comply with all NRC

requirements. That being said, as a general matter the costs of storing SNF during

operation come out of the operating revenues of the VY Station. Thus, if the VY Station

is allowed to operate after March 21, 2012, the plant will bear the costs of operating the

station, including the storage of SNF, through operating revenues.
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1 The cost of storing SNF at the VY Station after March 21, 2012, should only be

2 marginally higher than before that date because Entergy VY has already made significant

3 capital investments to support wet and dry storage of SNF. The spent-fuel pool and dry-

4 fuel-storage pad will contain sufficient capacity to store all SNF generated up to 2032.

5 Thus, the primary costs associated with the storage of SNF generated after March 21,

6 2012, will consist of maintaining the existing wet- and dry-fuel storage facilities as well

7 as the periodic loading of SNF into new dry-fuel-storage casks.

8

9 While SNF storage costs are to be covered through operating revenues, to the extent

10 additional revenues are required during an unplanned outage (or otherwise) EVY will

11 have the ability to draw on its Support Agreement with NewCo or will have access to

12 production-interruption insurance, as I previously described.

13

14 I should note that my testimony is based on the assumption that the DOE will not meet its

15 obligations under the so-called "standard contract" with respect to SNF during the 20-

16 year period of extended operation. EVY is pursuing litigation against DOE to recover

17 damages for DOE's breach of its obligations under the standard contract. It is my

18 understanding that the courts have established DOE's liability to remove fuel under the

19 standard contract, and EVY and other Entergy-affiliated, nuclear-power plants have filed

20 a lawsuit against DOE in the United States Court of Federal Claims seeking monetary

21 damages. The EVY case is moving forward in the court system, and EVY will soon

22 produce to the DOE certain information about its damages claim. In an order dated
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October 19,2006, the court ruled in the EVY case that the DOE is liable for breach of the

VY Station contract, so the remaining issue is the amount of damages owed.

As recently shown in Docket No. 7082 and as further explained in Mr. Cloutier's

testimony, if the VY Station ceases operations, the qualified and non-qualified

decommissioning trusts have adequate funds to satisfy decommissioning costs, including

the long-term storage of SNF at the VY Station, using the SAFSTOR methodology if

necessary. In the period between shutdown and EVY's ability to access

decommissioning-trust funds (a period presumed in Docket No. 7082 to be six months),

EVY will have available to it the $700-million Support Agreement with NewCo as well

as a $60-million letter of credit (issued by a financial institution with a minimum S&P

rating of A) to cover SNF storage costs between shutdown and access to

decommissioning funds.

Has Entergy VY made commitments to remove all SNF in Vermont to a federally-

certified, long-term-storage facility in a timely manner, consistent with applicable federal

standards?

Entergy VY stands by its commitments through CPG conditions and its agreement in two

MODs to use its commercial best efforts to ensure that all SNF is removed to a federally-

certified, long-term-storage facility in a timely manner, consistent with applicable federal

standards.
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1 Q25. Has Entergy VY developed a Spent Fuel Management Plan to facilitate the eventual

2 removal of SNF in an efficient manner?

3 A25. Yes, Exhibit EN-JKT-2 is the VY Station's Spent Fuel Management Plan. Mr. Hoffman

4 addresses the plan in his testimony.

5 Q26. What about decommissioning?
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Mr. Cloutier's testimony addresses the adequacy of the qualified and non-qualified trust

funds to fund decommissioning. Mr. Cloutier's analysis shows that if the VY Station

operates until 2032, the decommissioning-trust funds will be adequate to ensure

decommissioning. Mr. Cloutier's analysis also shows that the decommissioning-trust

funds should be sufficient to fund continued storage of SNF even assuming that the DOE

does not meet its funding obligations or complete removal of the SNF until 2082.

EVY has previously committed in Docket No. 7082-and reconfirms its commitment

here-to maintain an investment strategy for the decommissioning-trust funds that is

targeted toward achieving at least the level of return on investment required for

decommissioning, including maintenance, security and other costs for storing SNF on-

site, for the time period reasonably expected to be necessary.

Explain how Entergy VY funds the emergency-management requirements of the VY

Station.

The VY Station will continue to fund emergency-management activities as it has during

the current license. That is, the State of Vermont develops a budget to provide adequate

funding for local towns' and communities' emergency-management activities. Once that
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budget is compiled by the State, the State meets with Entergy VY to agree on the

funding.

III. Other Criteria

Under the fifth Section 248 criterion, the Board must consider certain Act 250 criteria to

the effect that an adequate water supply must be available, the supply cannot burden an

existing supply and the application must show that the design has considered

conservation, incorporates multiple use or recycling where technically and economically

practical, uses the best available technology for the application and provides for

continued efficient operation of the system.

Mr. Goodell addresses the use of water for cooling and for the site's general needs such as

potable water supply.

Please address this criterion with respect to water used inside the Reactor Building,

including the Reactor itself as well as the pool used for wet storage of SNF.

The VY Station recycles water drawn from on-site wells for use in the reactor in a closed-

cycle system. Water is also drawn for the spent-fuel pool and for other uses. Water used

for these purposes is taken from and returned to tanks in the Reactor Building. Some

evaporation occurs, however, principally from the pool. Water lost through evaporation

is replaced from on-site wells, which typically draw around 1,000 gallons a day.

The VY Station's design therefore incorporates conservation and recycling using efficient

technology, because these water uses operate in a closed cycle and because at 1,000
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gallons per day the amount of water required to supplement the closed cycle is modest.

For over 30 years, moreover, the on-site wells have provided water for these Reactor

Building and other site needs, and I am not aware of any complaints from nearby users of

any adverse impact on their water supplies.

As Mr. Goodell notes, water drawn from wells is subject to and governed by permits

issued by the Agency of Natural Resources.

Is the VY Station a waste-to-energy source of generation?

No, and accordingly we believe this criterion of subsection (b) of Section 248 is not

applicable.

Criterion 9(K), incorporated into Section 248 from Act 250, requires the Board to assess

a project's impact on public and quasi-public investments, lands and other resources,

which include investments made by public utilities. An example is the Vernon dam.

Entergy VY represents a public-utility investment itself, and Entergy VY seeks Board

authorization for continued operation of this important resource. Messrs. Dodson and

Goodell address the impact of the VY Station's operation after March 21,2012, on other

utilities, investments and resources in the area.

In Docket No. 6812, the Board required EVY to make certain modifications to the VY

Station to ensure that the extended-power uprate would not have an adverse effect on

system stability and reliability. Were those modifications made?
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Yes. Since the VY Station increased its operations to the uprated level, moreover, the

VY Station has not caused any condition that resulted in an adverse effect on the bulk-

power system's stability or reliability.

The sixth Section 248(b) criterion requires that a facility be consistent with a resource

selected in a utility company's integrated-resource plan or that good cause exists for the

facility. Is this criterion applicable to the VY Station's continued operation?

No. I understand that this criterion applies to Vermont's distribution utilities and not to

exempt wholesale generators such as EVY.

Finally, please address the tenth criterion of Section 248(b), that is, whether the VY

Station can be served economically by exiting or planned transmission facilities without

undue adverse effect on Vermont utilities or customers.

Continued operation after March 21,2012, will not require a change in the currently-

existing transmission facilities that serve the VY Station.

IV. Conclusion

16 Q35. Summarize your testimony.

17 A35. The VY Station today supplies nearly one-third of the electricity consumed in Vermont at

18
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20

21
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beneficial, below-market rates. It contributes significantly to the environmental quality

of Vermont's electricity portfolio, which has the lowest carbon footprint of any state in

the nation. Since Entergy VY acquired and began to operate the VY Station, the plant

has operated at a Capacity Factor of93%, providing power that is needed by Vermont

and the region on a 24/7 basis and that diversifies New England's electricity supply,
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1 which is heavily dependent on natural gas. Entergy VY is a major employer and

2 economic force in Windham County and Vermont.

3

4 Continued operation of the VY Station will enable Vermont to continue these

5 environmental-quality and economic benefits. As shown by the Northern Economic

6 Consulting report, the VY Station's continued operation will result in over $2 billion in

7 additional income for the residents of Windham County as well as the state of Vermont

8 and tax revenues in excess of$300 million in today's dollars.

9

10 These benefits do not include a PPA between Entergy VY's marketing affiliate and

11 electric-distribution utilities in Vermont, although one is being negotiated. A VY Station

12 PPA would maintain the diversity of Vermont's electric-supply portfolio and contribute

13 significantly to the state's maintaining the lowest carbon footprint for electricity supply in

14 the nation.

15 Q36. Does this conclude your testimony?

16 A36. Yes, it does.


