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1 comparing the strike price to the estimated future cost of Vermont energy produced a

2 sharing for VYNPC under the terms of Paragraph 4 of$461,852,000 over the ten-year

3 period. Using a discount rate of 5% (as does Richard Heaps in the economic-impact

4 estimates in his prefiled testimony in this Docket), the estimated benefit would equal

5 $289,288,000 in 2008 dollars. I have chosen to use a discount rate of 5% for

6 illustrative purposes and to be consistent with Mr. Heaps' testimony; however, I

7 recognize that other discount rates may be more appropriate in discounting future

8 value-sharing revenues, depending on the application. As set forth in Exhibit EN-

9 BW-1, under their sponsorship arrangement with VYNPC CVPS and GMP would

10 receive at least 55% of this sharing for the benefit of Vermont ratepayers, or

11 $254,018,000 ($159,163,000 net-present value in 2008 dollars).

12

13 My estimate of the Nuclear Fuel Market Index (or "NFMI") component of the

14 Paragraph 4-escalation factors was based on historical information from the ten-year

15 period 1998 to 2008, in which certain of the components of the NFMI experienced

16 unprecedented volatility. In particular, I understand that the average uranium index

17 price increased six-fold in the early-2000s due to unusual market events but that it has

18 leveled off more recently. To provide a sensitivity-case analysis to these unusual

19 market conditions, I also ran an analysis of the Paragraph 4 escalation factors using a

20 calculation of the NFMI based on the ten-year period from 1988 to 1998. Using this

21 earlier (more stable) market period, I calculated a combined escalation factor of

22 2.83% (vs. 4.10%). In Exhibit EN-BW-2, using this escalation factor for the strike

23 price and comparing the strike price to the estimated future cost of Vermont energy

24 recommended by the DPS produced a sharing of at least $315,050,000 over the ten-
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year period (assuming 55% ofVYNPC's share goes to CVPS and GMP), which

results in an estimated, net-pre sent-value benefit of$193,860,000 for Vermont.

Did you consider other possible market prices of power in developing the potential

savings associated with Paragraph 4 of the MOD?

Yes. I did sensitivity analyses on the DPS-recommended forecast. I also considered

two further scenarios that take into account VY Station-specific market factors, which

I will discuss in greater detail later.

For sensitivity purposes, I did an analysis that assumed a 10% increase in the future

cost of energy and one that assumed a 10% decrease in the future cost of energy, both

based on the DPS-recommended, future energy costs. These analyses are presented

in Exhibit EN-BW-3 and Exhibit EN-BW-4 and show an estimated benefit for

Vermont utilities of at least $381,122,000 (in nominal dollars) and a net-pre sent-value

benefit of at least $237,957,000 in 2008 dollars for the 10% increase in estimated

energy cost and an estimated benefit of at least $126,915,000 (in nominal dollars) and

a net-pre sent-value benefit of at least $80,369,000 in 2008 dollars for a 10% decrease

in the DPS-recommended, estimated energy cost. These are certainly significant

potential savings from the revenue-sharing provision of Paragraph 4 of the MOD for

the ten-year period.

You mentioned that you also considered scenarios that take into account VY Station-

specific market factors. Please explain.

Yes. My understanding is that the DPS-recommended forecast presents the Vermont

load-zone price for energy and does not take into account the Vermont busbar-

equivalent price relevant to the VY Station. Based on information obtained from
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1 ISO-New England, it is my understanding that the busbar price for VY Station energy

has ranged from 3.25% to 4.40% below the Vermont load-zone price since 2003. As2

3 a consequence, I ran an additional analysis incorporating a 3.79% discount on the

5

DPS-recommended market curve to reflect the impact that busbar prices would have

on market prices in the future. Exhibit EN-BW-5 contains my analysis, which shows

that the Vermont utilities (again assuming a 55% allocation of VYNPC's share)

4

6

7 would receive an estimated benefit of at least $205,846,000 ($129,300,000 net-

8 present value in 2008 dollars) if busbar pricing is taken into account.

9

10 In addition, I understand from Entergy that any long-term PPA for VY Station energy

is likely to be a unit-contingent contract. It is my further understanding that the DPS-11

12 recommended market forecast assumes a firm price for energy and does not take into

13 account any discount for the unit-contingent nature of the VY Station product. To

14 reflect the reality of the unit-contingent nature ofVY Station energy, I therefore ran a

15 sixth analysis that assumes a 5% discount for VY Station energy sold on a unit-

16 contingent basis. I also included the 3.79% busbar-price discount in this analysis to

17 encompass both VY Station-specific market factors that should be considered in

attempting to project future market prices for VY Station energy. Under this analysis,

set forth in Exhibit EN-BW-6, I estimate a revenue-sharing benefit to Vermont

utilities of at least $142,295,000, for a net-pre sent-value benefit of at least

18

19

20

21 $89,903,000.
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1 Q13. Summarize your analysis with respect to the revenue-sharing provision of Paragraph

2 4 of the MOD.

3 A13. My analysis shows that the revenue-sharing provision of Paragraph 4 represents a real

4 benefit for Vermont ratepayers. The following table summarizes the six scenarios I

5 considered:

6

Low Strike Escalation Scenario (DPS-Recommended
Forecast & 2.83% VSA Strike Escalation

High Scenario (DPS-Recommended Forecast +10%
& 4.1% VSA Strike Escalation) $381.1 $692.9
Mid Case Scenario (DPS-Recommended Forecast &
4.1% VSA Strike Escalation) $254.0 $461.9
Low Scenario (DPS-Recommended Forecast -10% &
4.1% VSA Strike Escalation) $126.9 $230.8

Mid Case wi Basis (DPS-Recommended Forecast wi
3.79% Basis to VY Bus from VT Load Zone & 4.1%
VSA Strike Escalation) $205.8 $374.3
Mid Case wi Basis & 5% DC Discount (DPS-
Recommended Forecast wi 3.79% Basis to VY Bus
from VT Load Zone & 4.1% VSA Strike Escalation) $142.3 $258.7

7

8 My analysis shows that the benefit is dependent on market prices, but one additional

9 point needs to be emphasized. With the revenue-sharing provision, Vermont

10 ratepayers will essentially have a built-in insurance policy or buffer against high

11 energy prices during the ten-year term of the provision.
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Do you have additional information regarding the VY Station's economic benefit to

the state of Vermont.

Yes, I do. Currently, EVY and ENO employ about 454 employees in all aspects of

VY Station operations (I understand that an additional 60 positions will be added

within the next year or so), with total compensation of$55,589,204 in 2007, as well

as an additional 169 full-time contractors. In addition and as I have testified in the

past with respect to the VY Station, station outages contribute a real, although

relatively short-term boost to businesses in Windham County every 18 months.

When an outage occurs, hundreds of contractors and workers come to and reside in

the region for 20 to 45 days.

Entergy VY also pays significant taxes in Vermont. The taxes paid by Entergy VY,

both to the State and to the communities of Vernon and Brattleboro, include property,

income, sales-and-use, and unemployment taxes and the Vermont Generation Tax,

totaling in excess of $8,000,000 per year.

These are current benefits that the VY Station furnishes to the state of Vermont. Is it

reasonable for these benefits to continue if the VY Station continues to operate after

2012?

Most certainly it is. A substantial investment is required to operate a facility such as

the VY Station, and it is not a business that can just "move on." As long as the VY

Station operates, it will continue to generate significant expenditures within Vermont

in general and southern Vermont in particular. While monies will be spent if the

plant is required to shutdown, the amounts will be substantially less and will end
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much sooner. Continued operation of the VY Station will allow the company to

remain a significant contributor to the Vermont economy.

What will happen if the VY Station is required to shut down in 2012?

If the Station is required to shut down in 2012, the direct benefits to the state of

Vermont will be lost. If the plant shuts down in 2012 and the plant is placed into a

SAFSTOR condition for a period of time, there will be expenditures in Vermont

during that period but they will only average about $11,000,000 annually over the 20-

year period. As pointed out in Mr. Heaps' testimony in this proceeding, the differing

economic impact between a continue-to-operate and shutdown scenario is very large.

Mr. Heaps estimates that over the period from 2012 to 2050, Windham County

employers will have a payroll that totals $2.165 billion more and the employers in the

remainder of Vermont $343 million more if the plant is relicensed than if it is

shutdown; during this same period, the State would receive a total of $313 million

more in tax revenues; and still over this same period, local communities would

receive additional tax revenues of some $92 million. In addition, Entergy VY makes

annual charitable contributions of approximately $370,000. This is certainly a

significant impact to the economy of the state.

Please summarize your testimony.

My analysis shows that the value of Paragraph 4 of the sale MOD to Vermont from

2012 to 2022 ranges from at least $126,915,000 to $381,122,000 in nominal dollars

($80,369,000 to $237,957,000, net-present value in 2008 dollars) based on the DPS-

recommended forecast as presented and adjusted to consider sensitivities and VY

Station-specific market factors and depending on the ultimate allocation of VYNPC' s

share to the Vermont utilities. In addition, the revenue-sharing provision serves as a
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buffer or insurance policy for Vermont consumers against high market prices during

the ten-year period.

Entergy VY and the VY Station are presently major economic contributors not only

to the southern Vermont region but to the entire state of Vermont. If the VY Station

continues to operate after 2012, these benefits are likely to continue to accrue. While

it is a given that the VY Station will close at some point in the future, it should be

recognized, as shown in the prefiled testimony ofMr. Heaps, that such a closure will

have a significant, negative impact on Windham County and the state of Vermont.

In summary, the extension ofVY Station's operating license to March 21,2032, will

produce economic benefits to the southern Vermont region and the state of Vermont

as a whole, thus promoting the general good of the state.

Does that conclude your testimony?

Yes, it does.


