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1 PROCEEDI NGS
2 (Transcript follows in sequence from
3 Volume 1.)
4 CHAI RMAN CLARK: Good norning. W w |
5 calling the hearing back to order. It's good to
6 see everyone this norning.
7 Ms. Brownl ess, do we have anything that we
8 need to address from yesterday before we begin
9 t oday?
10 MS. BROMNLESS: No, sir.
11 CHAI RMAN CLARK:  All right. Wth that said, |
12 beli eve when we |left off yesterday, M. Rehw nkel
13 was continuing his examnation, so we wll turn it
14 over to you, M. Rehw nkel.
15 MR, REHW NKEL: Thank you, M. Chairman, and
16 good norni ng.
17 \Wher eupon,
18 SCOTT E. STATE
19 was recalled as a witness, having been previously duly
20 sworn to speak the truth, the whole truth, and nothing
21 but the truth, was exam ned and testified as foll ows:
22 EXAM NATI ON (conti nued)
23 BY MR, REHW NKEL.:
24 Q Good norning, M. State.
25 A Good nor ni ng.
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1 Q If I could ask you to turn to Exhibit 6C?
2 A Ckay.
3 Q And when you get there, | want to go to page
4 335, which is a highly confidential page.
5 A Ckay, | amthere.
6 Q Okay. Just give a second for the others to
7 catch up, but it looks |like everyone is there.
8 Thi s docunent confidential, would you agree?
9 A Yes.
10 Q And everything after Attachnment 7 in the title
11 is confidential, correct?
12 A Wll, | would have to go through. | wll take
13 your word for it. Do you want nme to go through the
14 whol e docunent or --
15 Q | just neant on that title line, that --
16  sonetines docunent titles are not confidential. This
17  one is.
18 A Oh, yeah. Everything on the entire page,
19 believe, is confidential --
20 Q Ckay.
21 A -- including footnotes.
22 Q kay. So | amgoing to ask you sone questions
23 just for edification, really, and I amnot, | don't want
24 you to vocalize confidential information. Do you feel
25 |ike you can -- well, do you understand that?
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1 A Yes.
2 Q Ckay. Al right. So what -- can you tell ne
3 wthout saying what's in them can you tell ne what the
4 green lines on -- on these two pages, and | amtal ki ng
5 about 335 and 336, can you tell nme generally what those
6 represent functionally?
7 A Those woul d generally be considered different
8 phases or elenents of the deconm ssioni ng project.
9 Q kay. And if | look at |line seven on 335 --
10 A Ri ght .
11 Q -- through |ine 25.
12 A Yes.
13 Q Ckay. And the descriptor in the green, would
14 you agree that's sort of a high level -- a high |eve
15 description of that phase?
16 A Yes.
17 Q And if you go over to the far right on line
18 25, without saying the substance of that, can you tell
19 ne if that's a -- what -- what type of -- what does that
20 represent?
21 A That's the total cost of that phase of the
22 work.
23 Q kay. So would it be fair to say if -- if ADP
24 does the work in this phase, your expectation would be
25 that the -- this amount of cost woul d be renoved from
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1 the -- the segregated account that's in the nuclear
2 decomm ssioning trust?
3 A VWll, | would -- that's the anount of noney
4 that we would expect Duke to pay us, and presunmably it
5 would cone out of that trust, but, you know, that's --
6 we don't control that.
7 Q kay. |If everything goes right, that's how
8 much would cone out of the trust, is that fair?
9 A No. Again, that's how nuch we woul d be paid.
10 Q Ckay.
11 A You are presumng that we draw directly from
12 the trust, and that's sinply not the case. W invoice
13  Duke, and Duke takes the noney fromthe trust, or
14  wherever they see fit.
15 Q kay. Al right. That's fair. | understand.
16 And | amnot -- okay. And then if we go on
17 line 27 through Iine 87 on the next page --
18 A Yes.
19 Q -- is it fair to say this is another phase of
20 the decomm ssioning process?
21 A Yes. It's another nmjor phase with a |arge
22 nunber of, | would call them subphases or, you know,
23 individual projects within that phase.
24 Q Ckay. And |ike we discussed on page -- on
25 |line 25, the dollar anmount there would represent the
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1 cost for that phase; is that fair?

2 A That's -- that's the anmount of noney that we
3 would bill and expect to be paid to us by Duke.

4 Q kay. And that's -- that is the -- the anount
5 that's online 25 is not included in -- in the anount

6 that's on line 87, is that right?

7 A That's correct. These are all subtotals of
8 individual phases.
9 Q kay. And then we have on line 103 anot her

10 phase and anot her cost that you woul d expect to be paid
11 for for that phase, is that fair?

12 A That's correct.

13 Q Ckay. Now, can you tell nme if this docunent
14 has, inits current form has tinefranmes associated with

15 these phases?

16 A Wi ch docunent are we referring to?

17 Q | apol ogi ze. Attachnent 7, these two pages we
18 just --

19 A kay. There -- Attachnent 7 is a summary

20 docunent of a, what's typically referred to as a work

21 breakdown structure, if you are famliar with that term
22 That WBS, wor k breakdown structure, would be | oaded into
23 a resource | oaded schedul e, which would have timng and

24 values tied to each of the conponents. And in a typical

25 WBS for a project like this, the summary |evel of 105
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1 lines would -- would break down into, you know, severa
2 hundred, or maybe a thousand individual lines to

3 describe all of the individual tasks.

4 Q Ckay. So -- but right now, and the way this
5 document is, Attachnent 7, it doesn't have dates

6 associated with phases?

7 A Well, it -- it really couldn't because we

8 don't know when we are going to start.

9 Q Ckay. And it doesn't have tinefranes

10 associated with the phases. In other words, |ike we

11 tal ked about the -- the big one that goes from27 to 87,
12 there is no tinmefrane that's associated with that in

13 this do you, is that right?

14 A In -- not in this table. | don't recall if

15 there is tineframes in -- you know, the docunent we are
16 referring tois within -- the table is within a 597-page
17  docunent, and | amnot certain whether there is other

18 places in here where, you know, such tinelines do exist.
19 | amjust |ooking at -- you know, we have

20 provided sone exanples on page three of that table of --
21 of kind of how the flow of this works, and performances
22 nmeasured, and that sort of thing. So, you know, again,
23 | don't want to m scharacterize what's -- what's in the
24  overall docunment that this is part of.

25 Q Ckay. And -- and | -- and | appreciate that.
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1 | amjust trying to understand what this docunent says.

2 I f you can scroll back two or three pages to

3 332.

4 A 332.

5 Q You w ||l see another confidential docunent.

6 A Yeah. That's the -- yes. That has the

7 timefranmes for activities, assum ng sone start dates,

8 which have probably passed by now And -- and |

9 think -- | believe those titles generally would [ine up
10 with the sane titles in the other table we were -- we
11 are | ooking at.

12 Q Ckay. That's all | was trying to do, that if
13 soneone wanted to understand the tinme and the costs,

14 they would need to ook at -- at least using this

15 docunent, they would need to | ook at the docunent on

16 page 332 and 333 and bunp them up agai nst 335 and 336;
17 is that fair?

18 A Yeah, that's typically how one would do that.
19 It's -- generally it's very difficult to get that

20 density of information into one report. You use a cost
21 report and a scheduling report that all come out of the
22 same mass project managenent system It's all conbined
23 data, it's just two separate reports that get generated.
24 Q Ckay. So if | could get you to | ook at 333.
25 A Ckay.
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1 Q And if you will look in the -- close not
2 bott om of that docunent, there is a descriptor, and it
3 has a nunber to the left of it, would that descriptor
4 relate to line 1037
5 A | don't know where you are referring to.
6 Q Oh, | amsorry. 103 on page 336.
7 A | know where -- yeah, | know where that would
8 be. Wich -- which line are we | ooking at on this page
9 333?
10 Q Vell, they don't have lines to the left, but |
11 was -- if you go all the way down the |ast green bar.
12 A The | ast green bar, which starts with the
13 nunber five?
14 Q Yes, sSir
15 A Ckay
16 Q And that has a -- a date out to the right.
17 A Ri ght .
18 Q So if we flip over to line 103 on page 336.
19 A Ckay.  Yes.
20 Q So the conclusion of that phase would --
21 would -- would relate to that bar we tal ked about, the
22 green bar or nunber five on 333?
23 A Correct.
24 Q Ckay. GOkay. Al right. 1 amgoing to put
25 this aside for now | amgoing to cone -- | amgoing to
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cone back to the 6C one nore tine, but

now to turn to your -- your testinmony at page 10.

A Okay. Al right.

Q kay. On line 11, you use a phrase that | am
not sure that | understand, so | want to ask you about
it. And it's in the sentence that reads this way,
starting on-line 10: |If the ADP G oup goes over-budget
for atask, it could not get paid while additional
nonies fromthe N-- with -- no, it could not get paid

addi tional nonies fromthe NDT to conplete that task.

Do you see that?

A | do.
Q So does -- does -- are you saying there that
you -- that you can't ask, you won't be paid? | don't

know what you nean by could not.

A Well, we are -- we are on the edge of sone
confidential information, so | -- | want to make sure
that we are careful about how we characterize this. But
the -- you know, if you read the confidential docunents,
| think it's very clear that we are allowed to be paid
only what we've specified a task is going to cost. And
that's going to cost Duke, not going to cost us. So if
we tell Duke the task is going to cost $100 and we spend

$200, we get paid $100. |It's a guaranteed fixed price

for every task in the entire job.

| woul d ask you
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1 Q kay. So this specifically is nore granul ar
2 in the sense of this is a task-by-task -- let ne --

3 this -- this only applies to what you can invoice for.
4 It doesn't apply to whether you -- you can go over the

5 total cost of the project?

6 A It has absolutely nothing do wth what we

7 spend to do the work. It has everything to do w th what
8 we are allowed to recover from Duke for doing the work,

9 and we recover that noney only after the work is done.

10 Q kay. Okay. | understand. | just did not
11  understand the -- the -- | see why you used that phrase.
12 Let's go back to Exhibit 6C, and | am going to

13 ask you to turn to page -- to page eight.
14 A Ckay.
15 Q Al right. And | want to ask you about the

16 definition of agreed anount, which is in part

17 confidential. Do you see that?
18 A | do.
19 Q And | want you to be very careful not to

20 vocalize the information contained in the yellow part of
21 that, okay?

22 A Ckay.

23 Q And can you go to the bottomline in that

24 definition and one up, do you see a word that begins

25 wthalittle I?
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1 A | amsorry, in that definition of agreed

2 anopunt?

3 Q Yes, sir. If you go to the bottomline and

4 then conme up one.

5 A Yes.

6 Q Okay, W thout saying the word.

7 A Yep.

8 Q So if we take that word and go all the way

9 across to the period at the end of that, do you see --
10 do you see what | amtal king?

11 A | do.

12 Q Ckay. Wuld you agree with nme that that

13 accurately states the fixed cost arrangenent that you
14  hope to have wth Duke if this is -- is -- arrangenent
15 is approved?

16 A | would -- | would refer to it on our side as
17 the fixed price arrangenent, but fromyour view of it,
18 it could be viewed as a fixed cost arrangenent.

19 Q kay. Ckay. Now, while we are on this page,
20 can you look at the definition of affiliate that's up
21  above that?

22 A Yes.

23 Q Al right. Do you know whether this affiliate
24 definition covers the equity investors that we tal ked
25 about yesterday, the people -- the entities above
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1 NorthStar G oup Hol dings, LLC?

2 A It -- it does not.

3 Q They are not considered -- so you are certain

4 that this doesn't cover thenf

5 A | -- you know, | don't believe so. | think

6 that that affiliate word is nodified by that provision

7 we -- the -- sone of the early discussion we had

8 yesterday, | don't recall the exact specifics, but we

9 were |ooking at organization charts, and | believe there
10 was sone specificity in there about guarantees -- that
11 the parental -- parental guarantees, and so, you know,
12 whether affiliate legally includes or does not include
13 those parties, | -- |1 -- 1 can't say with certainty, but
14 | guess that's all | can really say. | amnot clear on
15 t hat .

16 Q kay. Well, let nme -- 1 was -- | was trying
17 to take a shortcut, but let me go to page 73 of this

18 agreenent here, and | want to go | ook --

19 A Page 737

20 Q Yes, sir. | want to go | ook at anot her

21 provision that's partially confidential.

22 A Ckay.

23 Q Now, do -- is the nonconfidential part of this
24  is in 13.2, you see where it says conpany

25 indemmification?
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1 A | do.
2 Q Do you generally understand what
3 indemification is, the concept?
4 A | do.
5 Q Ckay. What is your understanding of it?
6 A It's effectively assurance or an agreenent
7 that we would not be liable for inpacts associated with
8 specified activities, conditions, outcones that
9 generally we would deem not in our control.
10 Q kay. So this says that from-- from and
11 after the closing date, conpany -- and that nmeans Duke,
12 right?
13 A That neans Duke.
14 Q Shal | indemify, defend and hold harm ess the
15 contractor -- that's ADP, right?
16 A Correct.
17 Q And it says: The contractor indemify parties
18 from and agai nst, and then everything after that
19 describes what -- what is included in there, that's
20 confidential, right?
21 A Right. And | assune the shortcut you were
22 trying to nmake is that indemified parties may be
23  sonehow connected to affiliates?
24 Q Yes, Sir.
25 So ny question is do you know whet her the
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1 indemification here goes all the way up to the
2 investors? Are they protected by this indemification
3 provision?
4 A Vll, I nmean, I -- | think we would have to go
5 back, there nust be, you know, or, you know, the
6 capitalized term the contractor indemified parties
7 must be defined sonewhere --
8 Q Yeah, so let's go --
9 A -- we've go |look at that.
10 Q So let's look at page 12. Let ne know when
11  you get there.
12 A Ckay.
13 Q So it reads: Contractor indemified parties
14 means contractor, its affiliates and the respective
15 officers, directors, enployees and agents of contractor
16 and its affiliates. So we have the -- contractor and
17 affiliates are defined terns.
18 The contractor definition is -- says -- what
19 it says in the preanble, and that says ADP, right -- ADP
20 CR3, LLC?
21 A Ri ght .
22 Q Ckay. And we -- we |ooked at affiliates, but
23 if you go -- so if you go back to affiliates on page
24  eight.
25 A Ckay.
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1 Q It says: Affiliate neans with respect to a
2 specified person, a person that directly or indirectly,
3 through one or nore internediaries, now or hereafter,
4 owns or controls, is owed or controlled by, or under
5 common ownership or control with a party -- and let ne
6 stop there and point you back to the -- the definition
7 of parties let's |look at the preanble. And party in the
8 preanble, on page seven, is ADP and ADP SF1, do you
9 agree with that?
10 A Ckay. Yeah.
11 Q kay. So | stopped at party back in the
12 affiliate definition -- where control, including the
13 ternms controlled by and under common control wth,
14 nmeans, little remanet one, at |east a 50 percent
15 ownership interest or, two, the possession directly or
16 indirectly of the power to direct or cause the direction
17 of the managenent or policies of a person, whether
18 through the ownership of stock or other securities as
19 trustee or executor by contract or credit arrangenment or
20 ot herw se.
21 Did | read that fairly?
22 A | think that's correct.
23 Q Ckay. So would you think that if you, the
24  contractor, under this definition, would you agree that
25 the entities above holdings are an affiliate of ADP CR3?
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1 A Yeah. For the purposes of this agreenent,
2 yes.
3 Q Ckay. So Duke indemifies all the way up
4 above Holdings, is that right?
5 A Well, let's be specific. Duke indemifies for
6 the agreed upon confidential matters that
7 indemification.
8 Q Yes. GCkay. We can put 6C away.
9 And let's go to Exhibit 13, which we -- we
10 pulled out yesterday, but I want to ask you about --
11  about that. You got that?
12 A | do.
13 MR. REHW NKEL: Ckay. And | apol ogi ze, M.
14 Chairman, | -- | amusing 13, but it really refers
15 to, | guess, 34, but | don't want to be confusing
16 because | think people are accessing the docunents
17 on the directory based on the OPC nunbers, not the
18 heari ng nunbers.
19 BY MR, REHW NKEL:
20 Q So if you could turn to page 23 and 24 of
21  Exhibit OPC 13.
22 A Ckay.
23 Q Ckay. Do you -- are you famliar wth these
24  tables on pages 23 and 247?
25 A | am
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Q Okay. Wuld you agree with me that these --
we'll represent -- well, let's ook on page 24. This --
and this is all nonconfidential, right?

A This is public domain information.

Q Yes.

On Table 2 on exhibit -- on page 24, this
says: Annual cost profile 2020 through 2037 incl udes
ADP CR3 and SF1, and it has a total deconm ssioning cost
of 825,016, 000; do you agree with that?

A Yes.

Q kay. And that 825 million is nade up of the
540 mllion that is associated with the non-1SFSI O&M
subtotal, plus the | SFSI O8M subtotal of $285,016, 000?

A Correct.

Q Ckay. Wuld you agree with nme that these --
that this represents the total cost that you expect to

i ncur for the deconm ssioning project?

A This is a -- | don't knowif | would use the
word expected. The -- the decomm ssioning and free
rel ease and license termnation is $540 mllion. The

i ndependent spent fuel storage installation operation is
really a function of when the fuel m ght be renoved from
the site. So that nunber is based really on an annual

expendi ture nunber and an assuned nunber of years, which

could be significantly nore or less than that dependi ng
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1 on howlong it takes DOE to neet its obligations and

2 renove that fuel.

3 Q Ckay. This is the expected or estinmated

4 anpunt associated with the assunptions that underlie

5 this agreenment, which is a 2037 pickup date?

6 A Yeah, | believe that the 2037 pickup date is a

7 contractual understanding that Duke had with DOE to pick

8 up the fuel, or, you know, sone -- sonme -- | wouldn't
9 call it an obligation, but expectation.
10 Q kay. And the -- the -- the 285, |ike you

11 said, it could be less than 285 if they cone and get it
12 earlier, or it can be nore than 285 if -- if they don't
13 get it until a tinme period after 2037, right?

14 A That's correct.

15 Q kay. In the upper half of this table we see
16 the $540 million broken down by years, 2020 through

17  2026. Do you see that?

18 A | do.

19 Q Do the non-1SFSI O&M subtotals that we see

20 that add up across the $540 mllion, do those generally
21  represent how nmuch you expect to spend by year based on
22 your -- your current estimate?

23 A Wl |, those would have been based on an

24  estimate of when we would start, and | believe we

25 expected to be started by now So those nunbers could
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1 shift slightly to the right.
2 Q Ckay. Okay. Assumng for the sake of this
3 question that DOE is going to conme by and pick up al
4 the -- all the fuel, and that neans the spent fuel and
5 any of the greater than Cass C fuel that conmes out of
6 the decomm ssioning project and is cast and stored at
7 the ISFSI; is that right?
8 A Al nost. The greater than Cass Cis not fue
9 material. That's |low level radioactive waste. It's
10 irradiated netal. 1It's very concentrated, and it's
11  content of Cobalt-60 or sonme isotope. It's not fuel.
12 But other than that, your statenent is correct.
13 Q Ckay. Yeah, | didn't mean to suggest that.
14 That's all going to sit in the ISFSI, and
15 assuming DCE cones an gets it all in 2037, for you and
16  your investors and your -- your partners to nmake a
17 profit, you will have to earn your profit fromthe $825
18 mllion; is that right?
19 A Vell, we -- we, generally speaking, do not
20 earn a profit fromanything other than the $540 m I 1li on.
21  The recovery of costs for spent fuel installation
22 operations is a, you know, |ong held recovery nechani sm
23 tried and true through the court systens, and your
24 allowed, generally speaking, not to collect profit on
25 that work. You are collecting your cost, which can
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1 include overhead and GEA.

2 Q Ckay. Wthout getting into confidenti al

3 aspects of the DSA, would you agree that there is sone

4 profit baked into the $285 mllion?

5 A | don't think there can be.

6 Q Okay. Al right. W can put 13 away. And

7 let me --

8 A Hol d on one second. | want to make sure |

9 clarify sonething.

10 W are tal king about a nunber that actually is
11 not just the security aspect or storage aspect. At the
12 very end, you see in colum that says 11 years at the

13 top, there is an area called | SFSI decomm ssi oni ng and
14  GICC packagi ng and di sposal. Those -- those areas could
15 have sone, you know, technically could have sone | evel
16 of margin in themif they are, you know, expenses that
17 are actually license term nation expenses; but in fact,
18 you know, | don't recall specifically how this was done,
19 but those are segregated expenses. And if DCE is paying
20 for those by, | believe, law, you are not allowed to --
21 to generate profit. So | just want to make sure | am
22 not msstating sonething there.

23 Q Okay. | appreciate that clarification. Thank
24 you.

25 The -- let nme go -- | do have one ot her
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1 guestion about the 540 in this table here.

2 A Ckay. | closed that, so what page was that,
3 33?

4 Q We are back on 24.

5 A | amsorry. 24.

6 Q You may not even need this to ask this

7 question.

8 This $540 million nunber --

9 A Yes.

10 Q -- well, if there is an end state condition
11 that Duke is -- is responsible for and they deci de they

12 need to renediate that condition, they could cone to you

13 and say, NorthStar, ADP, we found this condition, it's

14  on our side of the fence. DEP has said you have got to

15 fix it. They could cone to you and ask you to fix it
16 and that they would pay you nore than the 540 if they
17 did that; is that correct?

18 A If -- | don't know that that's correct. |

19 think the contract is very specific to |license

20 termnation and the radiol ogical conditions associ ated
21 with an NRC free release. |If there were other

22 conditions of a non-radiological nature that had to be
23 dealt with on the site, | don't think those would be
24 actually in the decomm ssioning -- classified as

25 decomm ssi oni ng expenses, per se, you know, under this
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1 contract, and, you know, those could be other kinds of
2 expenses or costs that Duke m ght incur. And, yes, they
3 mght request that we performthat work, or price that
4 work and ultimately performit.
5 Q kay. | just wanted to -- for -- for the site
6 to be conpletely released for public use, if there were
7 additional costs that they had to incur, they could get
8 you to do the work, but that wouldn't be in the 5407
9 A It -- let's really -- you got to be very
10 specific about this.
11 The -- the termrelease for unrestricted use
12 is specific to radiological issues, and the -- the NRC
13 license. The NRC |icense does not specifically address
14 directly non-radiol ogical issues. So -- and -- and |
15 would also say | don't believe the site is being
16 released for public use. | think it's being rel eased
17 for Duke's future use.
18 But, you know, under the -- under the
19 agreenent to release the |license, or renove the |icense
20 and release it for unrestricted use froma radiol ogi ca
21  perspective, that's 540, period. There -- there isn't
22 any additional cost. And that's the noney -- that's, |
23 Dbelieve, the noney that, you know, directly -- Duke
24 expects to directly take out of this NDT subaccount.
25 Q Okay. Al right. Let's go to your testinony
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1 at page six, if we can.

2 A Can we -- can we close this one or are you

3 going to cone back to it?

4 Q Yes, sir, | am-- | amactually through with

5 13 now. Thank you.

6 A Okay. And we are going to page six?

7 Q Yes, to line 20.

8 A Ckay.

9 Q Al right. So here you say -- the question
10 is: Please describe the ADP Group's financial position.
11  You say: The ADP G oup's financial is backed by

12 commtted support fromboth NorthStar and Orano, right?
13 A Correct.

14 Q Now, with respect to NorthStar, | think we

15 established you are the CEO of both ADP and NorthStar,
16 right?

17 A Yes, | am

18 Q The use of the word commtted here is not a
19 guarantee, is it?

20 A Well, in sone sense it is. You know, the two
21 parties are funding, | believe, $10 mllion a piece at
22 the closing of this transaction, so that noney is, you
23 know, commtted and will be funded if thisis -- if this
24 transaction is approved.

25 Q Okay. But beyond that, there is a parent
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1 guarantee that you give yourselves -- well, you give
2 Duke as NorthStar CEQ but that guarantee is only as
3 solid as the availability of the funds to back it up,
4 right?
5 A | guess that's kind of correct. |It's as solid
6 as the ability of the counter-party to perform | am
7 not sure why we would focus just specifically on funds,
8 but, you know, it's performance is what's behind that.
9 Q Okay. But you would agree that there is an
10 aspect of a parent guarantee in the formof funds if
11 you, NorthStar, for whatever reason, can't perform Duke
12 would want to go and performitself, correct, or get
13 soneone else to do it?
14 A | don't know what Duke would want to do. |
15 nean, | think you would have to ask Duke what they would
16 want to do.
17 Q Okay. Wuldn't you agree that the experience
18 and the financial commtnents that you are asking the
19 Comm ssion to rely upon was achi eved by a conpany t hat
20 was only a littlest than two-thirds of what is NorthStar
21 today?
22 A | am not sure what that neans. Wat -- |
23 don't -- | don't know what that neans.
24 Q Vell, in 2014, you nerged with NCM right?
25 A Yes.
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1 Q And that conpany didn't do much, if any,
2 nucl ear D& work, did they?
3 A | don't believe so.
4 Q Wul d you agree that NorthStar, as recently as
5 2017, is had severe financial problens after that --
6 after that nerger?
7 A | wouldn't say severe financial problens. W
8 recapitalized the business in 2017 associated with our
9 Vernont Yankee transaction and brought in a new
10 i nvestor, and | think they invested about $70 mllion of
11  had new capital to support the future growth of the
12 busi ness.
13 Q Wul dn't you agree that NorthStar was acquired
14 by J.F. Lehman in June of 2017 in a negative equity
15 transaction?
16 A | -- | don't know what a negative equity
17 transaction is.
18 Q Well, didn't Lehman pay | ess than the val ue of
19 the debt for the conpany?
20 A No.
21 Q Are you sure about that?
22 A Well, you are m scharacterizing the
23 transaction in general. There were two parties. J.F.
24  Lehman, Medley -- well, actually three -- a nunber of
25 parties. J.F. Lehman, Medl ey and managenent of the
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1 conpany all co-invested in that particular transaction.
2 So the conbined assets contributed did not result in a
3 negative equity transaction, whatever that neans, or
4 whatever -- | guess what | understand you are trying to
5 inply that neans.
6 Q You are not a CPA, are you?
7 A | amnot a CPA, and | don't have an MBA
8 Q And you are not a certified financial analyst,
9 are you?
10 A No. M cl osest business experience is an
11  Engi neeri ng Managenent Master's degree, and about 30
12 years runni ng conpanies.
13 Q Ckay. So as CEO of two operating conpani es,
14  NorthStar and WCS, Waste Control Specialists, you are
15 famliar with your financial statenments, are you not?
16 A | am
17 Q And are you generally famliar with the
18 accounting and finance principles in your industry and
19 your conpany?
20 A | amfamliar with the accounting principles
21 as it would relate to project accounting. | wouldn't
22 say | amintimately famliar with GAAP since | amnot a
23  CPA
24 Q Ckay. You are famliar with GAAP concepts
25 though, right?
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A | -- yeah, Cenerally Accepted Accounting
Principals are sonething that | amfamliar wth.

Q Ckay. Now, | think we established earlier
that LVI services perfornmed all but one of the jobs that
are shown in your Exhibit SS-1, is that correct?

A Well, | nean, LVI services as predecessor to
what is today NorthStar.

Q Okay. And NorthStar was formed in April of

2014, right?
A It was -- well, it was -- | amnot sure that |
woul d use the word forned. | believe NorthStar was

created out of a nane change of LVI Services, Inc. So,
in fact, it's the same conpany with a different nane.

Q VWll, didn't LVI Services and NCM which were
the two | argest denolition and reclanmati on conpanies in
the country, didn't they nerge in April of 20147

A It was a stock for stock nerger with the
successor entity being LVI Services, Inc. The
shar ehol ders of NCM took shares in LVI Services, Inc.,
and then LVI Services, Inc., changed its nanme to
Nort hSt ar.

Q Ckay. The fornmer owners of NCM contri but ed
37-and-a-half percent of the conpany and the forner
owners of NCM -- of LVI contributed 62-and-a-half

percent, would you agree with that?
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1 A | don't think that's a right characterization.
2 The -- those ownership groups ended up owni ng
3 37-and-a-half and 63-and-a-half percent of the resulting
4 conmpany. | don't -- | amnot sure that your -- your
5 term nology would be correct.
6 Q Wul d you agree that that was a nerger between
7 the two largest denolition and reclamation conpanies in
8 the country?
9 A | believe that at the tinme that would have
10  been true.
11 Q Well, isn't it true that in 2015, that LVI and
12 NCM each accused the other of falsifying the financial
13 statenents that supported the EBITDA, E-B-1-T-D A
14 figures that were used to support the relative ownership
15 interests in the NorthStar conpany that was fornmed from
16 the nerger of those two conpani es?
17 A | believe in 2015, the prior -- or the --
18 yeah, the owners that had contributed, or had owned LVI
19 Services prior to the transaction filed suit agai nst NCM
20 on the terns | believe you are describing. And as a
21 result of that claim or conplaint, the NCM sharehol ders
22 filed a copycat, | would call it, counter-conplaint.
23 Q VWell, wasn't it NCMfiled first and the next
24 day LVI filed kind of at each other?
25 A | believe -- | believe LVI filed the
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1 conplaint, and | think NCM copied it.
2 Q Ckay. One -- one on one day, the other on the
3 next day?
4 A | don't know what the timng was, but | know
5 specifically -- | know specifically LVI filed a claim
6 | don't know when NCM filed a counterclaim
7 Q kay. And isn't it true that just a little
8 over six nonths ago in a reported decision on
9 Decenber 31, 2019, that the Chancery Court judge in
10 Delaware denied a notion for sumary judgnent that the
11 attorneys for you and LVI and Northstar's forner CEO
12 Paul Patrone filed on your behal f?
13 M5. TRIPLETT: WM. Chair, can | just |odge an
14 objection? | amfailing to see the -- the
15 rel evance of this Chancery Court dispute to this
16 case.
17 CHAl RVAN CLARK: \Where are we going, M.
18 Rehwi nkel ?
19 MR, REHW NKEL: W started off this hearing
20 all the conpanies at issue here are Del anare
21 conpani es. W have established that Duke has put
22 I n evidence for your consideration Exhibit SS-1,
23 whi ch represents the experience that NorthStar has.
24 NorthStar is -- | have established who
25 NorthStar is and who LVI is, and that LVI was the
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1 conpany that provided the experience that they are
2 asking you to rely upon. And | am asking the
3 guestion, they've also said you should rely on the
4 financial capability of NorthStar.
5 So all of these elenents are factors that bear
6 on the weight you should give this petition, and
7 the petitioners and litigants -- the petitioners
8 and the contracting parti es.
9 Because it's in Del aware has nothing to do
10 with -- or should have no bearing on the objection.
11 Del aware conpanies are required to go to Chancery
12 Court in Delaware, especially if it's a nerger
13 where there is an equitable distribution sought
14 between the -- the ownership interest in the
15 conpany, which is the case.
16 It's a -- | am asking himaquestions about a
17 reported decision that has a direct bearing on the
18 financi al accounting neasures and the financi al
19 strength of this conpany.
20 CHAI RMAN CLARK: Ckay. | wll allowthe
21 questi ons.
22 BY MR, REHW NKEL.:
23 Q So let nme just -- let me ask you -- do you --
24  your attorneys and LVI's attorneys filed a notion to
25 dismss, and on Decenber 31st of |ast year, that notion
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1 was denied; is that correct?
2 A | don't know the answer to that.
3 Q Well, as to one fraud count, that notion was
4 denied; isn't that right?
5 A Again, | don't know the answer to that.
6 Q Isn't it true that the fraud count that was --
7 that the judge refused to dismss, revolves around
8 allegations of falsification of the financial statenents
9 related to denolition and reclamation jobs that LVI was
10 awar ded?
11 A | don't -- | don't know. You are referring to
12 a decision of the Chancery Court in a case that, |
13 guess, involves ne, but | haven't really -- you know, in
14 six years, | haven't spent nuch, if any, tinme or
15 involvenent with it sinply because the -- the
16 allegations, while, you know, apparently not renoved at
17 a sunmmary judgnent or a notion to dism ss |evel haven't
18 even been directly heard by the Court. So, you know, if
19 vyou are alleging | did sonething, let nme know what that
20 is.
21 Q kay. Just to be clear, M. State, | am not
22 alleging. | amjust asking you about the pending
23 matter. And if a notion for summary judgnent wasn't
24 granted, that neans unless it's resolved sone other way,
25 you have to go to trial on that count, is that -- is
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1 that your understandi ng?

2 A | -- | believe that the dispute is essentially

3 between the investors at this point. The conpany is not

4 really party to this dispute, and doesn't have any

5 financial exposure.

6 A dispute like this could be resolved in a

7  nunber of ways. It could be resolved as a result of

8 nmediation, which a nediation took place as |ate as | ast

9 week on this matter. The two investor groups spent an
10 entire day with a vice-chancellor nmediating the matter.
11 And while |I can't report specifically what was
12 di scussed, obviously because it's a confidenti al

13 nediation, you know, I wll say that -- that the matter
14  appeared to be noving in a direction where it my

15 settle. But if it doesn't, it wll go to court, and a
16 decision wll be rendered, and it will be rendered as a
17  decision between the prior owners of the conpany, not

18 the current owners, and -- and wll not have any i npact
19 on the conpany or nyself.

20 Q Okay. Thank you for that explanation. And to
21  be clear, | was not naking an allegation against you. |
22 was asking you about this reported deci sion.

23 Let's go -- | want to talk to you about WCS.
24  You are the CEO for WCS, for Waste Control Specialists,
25 right?
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1 A | am
2 Q And woul dn't you agree with ne that until --
3 that in 2017, WCS told the federal district court in
4 Delaware that they were a failing firnf
5 A | don't know that to be true.
6 Q They were in an antitrust trial in Delaware in
7 2017, were they not?
8 A | don't know.
9 Q kay. Did you agree, you were -- you are --
10 you becanme CEO of WCS in 20187
11 A We purchased the conpany -- we being JFL and
12 sone nenbers of managenent purchased the conpany in
13  January of 2018.
14 Q Ckay. Now, prior to that, NorthStar did have
15 a working relationship with WCS on projects, is that
16 right?
17 A W had a -- a team ng arrangenent in place for
18 Vernont Yankee, and | believe we had worked with WCS
19 previously in shipping waste to them for projects.
20 Q Do you know whet her WCS nerger partner, or
21  proposed nerger partner, US Ecology, told the federal
22 judge that the anmobunt of C ass B and C waste wasn't
23  enough to make WCS vi abl e?
24 M5. TRIPLETT: WM. Chairman, | object --
25 THE WTNESS: | don't know that.
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1 M5. TRIPLETT: M. Chair, | amgoing to object
2 that he has already said this, and I think we

3 should -- well, I would ask that we nove on from

4 this line of questions. |It's not fair to ask the
5 wi tness -- (inaudible) -- redundant that.

6 MR, REHW NKEL: | didn't hear the |ast part of
7 t hat .

8 CHAI RMAN CLARK: | can't hear you either, M.
9 Triplett. Restate your objection, please.

10 M5. TRIPLETT: Can you hear ne now?

11 My objection is that this wtness has

12 I ndi cated that he does not have any know edge about
13 this antitrust lawsuit, and so | would ask that the
14 guestions be -- it's asked and answered, and it's
15 al so irrel evant.

16 CHAI RVAN CLARK: |If you know the answer --

17 MR REHW NKEL: | will --

18 CHAI RMAN CLARK: | f we know the answers, give
19 us a yes or no, and then respond, please, after

20 that. |If the answer is no, let's nobve on.

21 BY MR REHW NKEL:

22 Q Did you say you don't know?
23 A | don't know.
24 Q Ckay. Al right. Al right. Let's goto

25 Exhibit 6C again and | ook at page 48.
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1 A Ckay.

2 Q And | want to direct you to Section 6.2,

3 decomm ssioning. Do you see that?

4 A | do.

5 Q And | don't want to ask you anything about

6 what's in yellowthere. | want to go over to page 49

7 and the sentence starts with "contractor anticipates,”

8 do you see that?

9 A Are you on the very top line?

10 Q Yes, sir. Yeah, the very top.

11 A kay. | see that.

12 Q It says: Contractor anticipates that it wll
13 enter into a unit price subcontract with Waste Contr ol
14  Specialists, LLC for waste di sposal services; provided,
15 however, in the event that contractor is able to obtain
16 a fixed price subcontract, Waste Control Specialists

17 shall post a paynment and performance bond that conplies
18 wth the requirenents of this Section 6. 2.

19 Did | read that right?

20 A Yes.

21 Q Can you tell ne what the difference between a
22 unit price subcontract and a fixed price subcontract is?
23 A Well, a unit price subcontract would -- woul d
24 require us to pay for waste disposal services in units
25 of maybe tons or cubic feet, or sone neasurenent of
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1 units, whereas a fixed price subcontract mght be a -- a
2 contract for the entire anount of waste on the site, or
3 it mght be specific to disposal of the reactor
4 conponents. It could be a nunber of different things.
5 Q You are the CEO of WCS and you are the CEO of
6 NorthStar. Do you know where -- where that stands, the
7 unit price --
8 A The antici pated approach is that it would be a
9 fixed price subcontract put in place shortly after we
10 would execute the -- the transaction.
11 Q Wuld you -- wouldn't you agree that you or
12 your investors would have total control over how that
13 turned out?
14 A No, because ADP is part of the equation here,
15 and ADP has -- you know, within ADP, Orano has sone
16 specific rights as it would relate to any contract that
17 mght be let with affiliates.
18 Q kay. So they are a 25-percent owner, but
19 your saying they could -- they could influence or veto a
20 pricing contract that you have with yoursel f?
21 A Well, | don't know -- you know, if you have
22 got an exhibit that's the operating agreenent between
23 Orano and NorthStar that creates ADP, | think you find
24  in there that there are certain provisions that are
25 super majority, and there are majority, and then there
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i s sone that a unani nous consents are required. And |
don't specifically recall which ones are which, but, you
know, that's the sort of governance that we've got in

pl ace.

Q Ckay. So that -- that's what would -- would
kind of be the fly in the ointnment, so to speak, if
Orano objected, if that's the way it's set up. And | am
not suggesting it is, because | haven't |ooked at it.

A | wouldn't call it a fly in the ointnment. |
woul d call it prudent managenent and, you know, on a
part ner ship.

Q Ckay. Well, wouldn't there be an assunption
that a fixed price contract would be better than -- than
a unit price contract?

A Not necessarily, you know, it -- it depends.
You know, a fixed price contract transfers risk to the
di sposal partner, but, you know, that transfer of risk
conmes at a price. And so it really gets down to, you
know, the -- the nmeasurenent of risk anong the parti es.
So, you know, that's -- that's the give and take.

Q Ri ght now, WCS is the only place in the United
States that can take all three levels at |ow | evel
radi oactive waste, A B and C?

A It's the only site that can take all three at

1: 00 site. Barnwel | can take C ass B and C waste, and
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1 Cdass Awaste goes Clive or to going WCS. Cass A

2 exenpt can go to Tennessee. It can go to Texas. |t can
3 go to US Ecology. The Departnent of Energy does have

4 sonme sites as well.

5 Q Ckay. From your standpoint of decomm ssi oni ng
6 a project, it's better for you if you put all your casks
7 on atrain and send themto one place, right?

8 A No, it doesn't really matter to us where it's
9 sent as long as the disposal site is licensed and -- and
10 has good operating practices. |It's a pricing issue.

11 Q kay. Can you pull up Exhibit 47

12 MR REHWNKEL: M. Chairnan, | think | need
13 to give this one a nunber.

14 CHAI RMAN CLARK: What's our next avail able

15 nunber ? 407

16 MS. HELTON:. 40.

17 CHAI RMAN CLARK: 40, okay.

18 M5. HELTON. And | didn't hear what -- which
19 exhibit M. Rehw nkel said. Ws it 4, OPC 4?

20 MR REHW NKEL: Yes, 4.

21 CHAI RVAN CLARK: OPC --

22 MR REHW NKEL: And | called it NRC Anmendnent
23 to Operating License. Maybe | should just call it
24 NRC Li cense.

25 CHAI RMAN CLARK: Ckay. OPC 4 wll be marked
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1 as Exhibit No. 40.

2 (Wher eupon, Exhibit No. was marked for

3 identification.)

4 BY MR REHW NKEL.:

5 Q Do you have this docunent?

6 A | do.

7 Q Are you famliar with what this docunent

8 represents?

9 A CGeneral ly, yes.

10 Q | know it says draft all over it, but do you
11 know if there is a nore recent final version, or if you
12 wouldn't really have that right now?

13 A | -- 1 don't -- 1 don't know, and | don't

14  expect that there is.

15 Q kay. |If we could turn to page four, and

16  paragraph 16 there. And will you accept the

17 representation that |I put this yellow highlighting on
18 here, not the NRC?

19 A Yeah, | wll accept that.

20 Q kay. And if | look, this is a paragraph

21 tal king about the financial support agreenent between
22  NorthStar G oup Services and ADP CR3 and ADP SF1 in the
23 anount of $105 mllion, and the financial support

24  agreenent between Orano USA, LLC, and ADP CR3 and ADP
25 SF1 in the amount of $35 million, to assure the ability
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1 of ADP CR3 and ADP SF1 to pay the expenses of, and then
2 it lists sone things down here.
3 Is this the lic -- is this the -- does this
4 refer to the parent support agreenent that is givento
5 the NRC as a part of this process?
6 A | wouldn't call it the financial support
7 agreenent. | don't think the NRCrefers to it as a
8 parent support agreenent, but, you know, | have al ways
9 just referred to it as the support agreenent -- the NRC
10  support agreenent.
11 Q Al right. Wuld you agree that this has been
12 referred to sonetines as a parental support agreenent,
13 and that's different fromthe parental guarantee?
14 A It -- yeah, it could be. That's -- when you
15 put the word parental in, it gets confusing whether you
16 say support agreenent or guarantee agreenent, yes.
17 Q kay. In the part in yellow, it says: These
18 support agreenents nmay not be voi ded, cancel ed or
19 nodified without the prior witten consent of the NRC
20 staff; do you see that?
21 A | do.
22 Q Wasn't there a simlar provision in the
23 Vernont |icense anendnent that was simlar to this, that
24 just said that it had a director, staff person called a
25 director?
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1 A | -- | amsure there was sonething like it. |
2 don't recall the specific |anguage.
3 Q Ckay. Do you -- do you know whet her -- well,
4 has ADP or NorthStar asked the NRC whet her adding the
5 Florida -- State of Florida, the Florida Conm ssion to
6 this agreenent, |ike was done in Vernont, would be
7 objectionable to that staff?
8 A ADP has not had any communications that | know
9 of with the NRC on this, or really any other matter
10 since they issued their approval.
11 Q kay. If the State of Florida, whether it's
12 the PSC or sone other State agency, was added to the
13 support agreenent |ike was done in Vernont, would that
14 add any cost to the transaction?
15 A | don't -- | don't know what it would do to
16 the transaction, to be honest with you.
17 Q Well, putting aside -- if we put aside the
18 issue about a delay, and how that m ght inpact things,
19 is there a extra cost if the State is added as a -- as a
20 beneficiary to the support agreenent?
21 A | -- | don't know that there would be
22 specifically an extra cost. And your comment about
23 delay is a good one. And there is, you know, a
24  substantial difference here between Vernont.
25 In Vernont, we -- we are the owner and
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1 operator of that nuclear -- that licensed facility, and,
2 you know, and have a direct nexus to the State as,
3 effectively, a regulated entity.
4 Here, we would be asked -- we woul d be asking
5 the NRCto include an entity not directly connected to
6 us in terns of the decomm ssioning trust and those
7 assets, which are specifically tied to this agreenent.
8 The decomm ssioning trust and the support
9 agreenent are intended to provide the financial
10 assurance for the project, and that generally flows
11 t hrough the owner, | believe, not the operator. And in
12 Florida, we are the operator, not the owner of the --
13 under the license. |In Vernont, we are both.
14 So thereis a -- it may seemlike a nuance,
15 but it's -- it's the conplexity and uncertainty that |
16 really can't neasure for you.
17 Q kay. That's a fair answer. | appreciate
18 t hat .
19 One | ast question. Do you know whet her you
20 can close this deal if the Florida Public Service
21  Conm ssion order approving it is on appeal ?
22 A | -- I don't know the answer to that.
23 Q You don't know whet her you need a
24 non-appeal abl e order to close the deal ?
25 A No. That's -- that's sonething our attorneys,
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1 | am sure, could answer, but | specifically don't know.
2 Q Ckay. M. State, those are all the questions
3 | have. Thank you for being patient with ne.
4 MR, REHW NKEL: M. Chairman, | am done.
5 THE WTNESS: And | -- just, M. Rehw nkel,
6 would like to just -- there was sonething we
7 di scussed yesterday that confused ne, and | think I
8 noted confusion. | just wanted -- | looked into it
9 | ast night, and this isn't, you know, sonme got you
10 her e.
11 | just want to clarify sonething we were
12 tal king about the prior projects that NorthStar had
13 done, and | know you were interested in the fact
14 that they -- we added up, | think you called it
15 megawatts, and | said | am surprised, you know, at
16 the termnegawatts, and | think we talked a little
17 bit about what that neant.
18 In fact, the facilities that -- that we
19 deconm ssioned, are -- are tens of kilowatts.
20 Not -- they are not negawatts at all. And |
21 started to try to figure out kind of where all of
22 t hat was going, and we got kind of hung up on
23 megawatts being inportant.
24 And, in fact, you know, these facilities, they
25 are -- they are what they call pulse facilities.
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1 They are radi ating nedi cal experinments and that
2 sort of thing, and they will pulse to a thousand
3 nmegawatts. They will generate bursts of energy at
4 that level, but they are not designed to do any of
S t hose things.
6 The -- the actual thermal production is in the
7 tens of kilowatts, which was what had confused ne.
8 When you said negawatts, you would need a | arge
9 bal ance of plant cooling systemto take the heat
10 away fromthe reactor, and, in fact, that doesn't
11 exi st.
12 And that's a significant reason why all of
13 those projects don't have a very |arge cost,
14 because there is not balance of plant. There is
15 not turbines, and generators, and other facilities.
16 They are sinply just a reactor, and it's like the
17 reactor at Crystal River, only nuch smaller.
18 So I, you know, I got sone confusion about
19 that. | just wanted to really clarify that -- that
20 t he nunbers you had actually were nuch higher than
21 what the actual thernal output of those facilities
22 I S.
23 MR. REHW NKEL: Ckay. Thank you very nuch.
24 Thank you, M. Chairman.
25 CHAI RMAN CLARK:  Thank you, M. Rehw nkel .
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1 Let's take a five-m nute break.

2 PCS Phosphate, M. Brew, are you on the |ine?
3 You will be up next for cross. Are you going to

4 have any questions?

5 MR. BREW Yes, sir.

6 CHAI RVAN CLARK: Ckay. Let's take five

7 m nutes and we will be right back. Five m nutes.
8 (Brief recess.)

9 CHAI RMAN CLARK: Al right. Let me double

10 check. Everybody is back on. W are good to go.
11 M. Brew, you have the floor.

12 MR. BREW Thank you, M. Chairman.

13 EXAM NATI ON

14 BY MR BREW

15 Q Good af -- good norning, M. State. | am Jay
16 Brew. | represent PCS Phosphate, one of Duke's | argest
17  customers.

18 | would like to start by asking you to turn to
19 OPC Exhibit 6C, page 300. Do you see it?

20 A | amthere, yes.

21 Q kay. And that's the title page for the

22 project specifications for the deconm ssioning project,
23 is that right?

24 A That's correct. Yes.

25 Q Ckay. Can you tell ne, are there any -- since
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1 this is a 2019 dated docunent, are there any changes to

2 that project specification that you know of ?

3 A | -- | amnot certain, but |I don't believe

4 there would be at this point.

5 Q So as far as we know, both the scope of

6 activities and the fixed fee anount of 540 mllion

7 remain as when you originally -- when Duke filed this

8 petition a year ago?

9 A | believe that's true. | amnot, | would say,
10 intimately famliar with -- with this docunent. But,

11 vyes, | believe it should reflect exactly the scope that
12 was agreed to, and the cost.

13 Q kay. That's fine.

14 Now, without getting into the details of the
15 Attachnment 2 that you talked to M. Rehw nkel about,

16 generally speaking logistically, after you have done all
17  your planning, do you start by going in and cutting up
18 the nuclear steam supply system and is that primarily a
19 Orano work?

20 A Yes and no. The -- the -- the planni ng phase
21 includes things that are not just planning. It's site
22 prep as well. So we've got to inprove rail |ines.

23 W've got to get sone offload facilities. And then the
24 first phases of the project typically would include

25 tooling and preparation for segnenting the reactor
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1 vessel -- vessel. It would include rigging plans to

2 renove the | arge conponents of the steam generators, the
3 pressurizer, reactive cooling punps, that sort of thing.
4 And then we would also generally initiate

5 asbestos abatenent on various el enents of the site. The

6 turbine buildings are pretty clean, but there is sone

7 asbestos abatenent in the -- containnment in ox
8 buildings, and so -- but there would be sone parall el
9 path itens, you know, lead tine itens, | would cal

10 them that woul d be executed at the sane tine. And

11 Orano woul d be certainly doing the vessel segnentation
12 work, but the other work would typically be done by

13  NorthStar.

14 Q Ckay. That's -- you -- you got a little ahead
15 of nme, but that's good. So just to sumup, the

16  deconm ssioning activity focuses initially on

17 segnenting, decontam nating or renoving the radiol ogical
18 materials and, to the extent feasible on a parallel

19 track, getting rid of any other toxic material such as
20 asbestos; is that right?

21 A Yeah. W -- we typically | ook at a project

22 li ke this and, from an ALARA perspective, if that's a
23 famliar term as |low as reasonably achi evable, we |ike
24  to renove source term which is the -- the materia

25 that's radiologically hazardous.
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1 And so getting the reactor vessel out -- the
2 fuel, of course, as you know, is gone. |It's sitting in
3 the ISFSI. So the major source termright nowis the
4 reactor vessel and the reactor internals, and segnenting
5 and renoving those is a significant reduction to
6 exposure to our workers. So we -- we typically go after
7 those early in a project, and that work is done in a
8 renote manner.
9 And if the Comm ssion, or anyone is
10 interested, there is many phot ographs on the Vernont
11 website pages that show that activity and howit's
12 conduct ed.
13 Q Ckay. So the idea is to segnent or cut up and
14 renove certainly any of the reactor internals and
15 associated naterials that m ght be contam nated
16 radiologically, right?
17 A That's -- that's the objective, yes. And
18 the -- and the goal is to make sure that as we conduct
19 work in the facility, that we've got as |ow as
20 reasonably achi evabl e exposures to our workers as they
21 are doing the work.
22 Q Because there are exposure limts that wl
23 apply to all of them right?
24 A There is exposure limts -- occupational
25 exposure limts to anybody working in a nuclear
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1 facility. And of course, then there is limts for
2 people that aren't working there as well.
3 Q (kay. And as the -- as the reactor internals
4 are cut up you and decontam nated, do they all cone out
5 as Cass Cor lower material s?
6 A No. The reactor internals -- and, you know,
7 we've done sone |evel of characterization. This is al
8 part of the planning process. You have to | ook at the
9 operating history of the plant, and you can, fromthat,
10 ascertain the -- the exposure rates, or |evels of
11  concentration of radioactive in various parts of the
12 internals.
13 So it's expected in this project that certain
14  conponents within the internals of the reactor will be
15 greater than Cass C, and wll get packaged and stored
16 on the ISFSI until a disposal pathway is identified.
17 The remai ning el enents of the -- the vessel
18 internals would typically be Cass B and O ass C
19 al though, sone would be Cass A And, you know,
20 typically in a reactor that's been shut down for 10
21 years, the vessel itself may, in fact, be just Cass A
22 wast e.
23 Q So the -- for exanple, the steel liner to the
24  reactor vessel could be A, B or C?
25 A It would Iikely be A
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1 Q kay. | would -- you talked with M.
2 Rehw nkel about the parental guarantee agreenent and the
3 parental support agreenent, and those woul d be Exhibits
4 B and Hto the deconm ssioning service agreenent.
5 A | wll take your word for it, unless you want
6 nme to go and look for them | don't know where they are
7 at .
8 Q Wll, let's -- let's go to page 226 of Exhibit
9 6C

10 Ckay.

11 Q You got there faster than | did.

12 Now, on page 226, you have got the form of the
13 support agreenent between NorthStar G oup Services and
14 ADP CR3 and ADP SF1, right?

15 A Correct.

16 Q Okay. Now, can you distinguish for nme the

17 different purposes served by the parental guarantee

18 agreenent fromthis parental support agreenent?

19 A kay, so this is where it gets -- so this is
20 actually, | believe, what we are calling the parental

21 guarantee agreenent. The support agreenent is that

22 agreenent that goes to the NRC

23 So, you know, in fact when you get to these

24 agreenents, they also are called support agreenents, but
25 thisis, | think, the agreenent we've referred to
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1 typically as the parental guarantee, correct?

2 Q This agreenent |ooks to be the one that is for

3 the benefit of the NRC?

4 A This support agreenent on 226 is a -- let's

5 see -- this is the parental agreenent that's -- that's

6 to ADP -- | -- | -- okay, |I -- 1 have to admt that

7 these two agreenents have such simlar nanes that |

8 oftentines confuse one with the other.

9 This agreenent is, in fact, yes, the one that
10 goes -- that's 105 million for NorthStar and 35 mllion
11 for Orano that are the guarantee agreenents -- they are
12 guarantee agreenents to the entities performng the
13 work, ADP CR3 and ADP SF1.

14 Q So -- soto -- to wap -- to summarize, then,
15 this particular agreenent says that NorthStar G oup

16 Services promse to the two ADP affiliates that they
17wl provide the support required effectively by the

18 NRC, because it's -- it's -- there is no guarantee

19 provided to any other third-party, according to

20 paragraph two; is that right?

21 A That's correct. This is a long held construct
22 of the NRC to have a docunented parental support

23 agreenent that either is froma utility owner to the

24 operating entity that owns the plant if it's being

25 deconmm ssioned by a utility, or in our situation, the --
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1 the operating entity ADP CR3 that's performng the

2 deconm ssi oni ng.

3 Q Right. So -- because you have to provide that
4 guarn-- those assurances for the NRC s benefit because
5 you are required to certify that you have sufficient

6 funds to acconplish deconm ssioning, right?

7 A | don't know specifically what the term nol ogy
8 is. You know, funding availability is certainly an

9 elenent of this. | don't recall if it's other

10 performance capabilities or not. It looks like this is

11  purely just a funding or availability of funding

12 guarant ee.

13 Q Ckay. And as the CEO of all three groups, you
14 are effectively -- you can sign all three lines, right?
15 A Let's look. Yes, I can.

16 Q kay. The -- let's assune -- wthout getting

17 to the specifics of the prior attachnments, let's assune
18 for the nonent that the -- that the estinmated

19 deconm ssioning cost is 540 mllion, and --

20 A Ckay.

21 Q -- two years into it, as you have gone through
22 things and updated things, you are |l ooking at a

23  25-percent overrun fromyour original estimte, which

24  would be another 135 mllion to bring the project cost

25 up to 675 mllion. And walk ne through how that works.
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1 My understanding is that, to the extent that
2 you have specifically item zed tasks, you can only
3 invoice what's on the paynent sheet; is that right?
4 A That's -- that's -- yeah, | want to be careful
5 about confidentiality.
6 Q Ckay.
7 A Let's just say that, yeah -- | will say yes to
8 that, but -- but I would -- I would |like to stay away
9 fromour confidential approach.
10 Q | get that. And | am-- | amjust trying to
11  just generally understand how it works w thout getting
12 into any specifics.
13 The essential feature of the 540 mllion fixed
14 fee is that the -- there is a paynent schedul e for
15 individual tasks perfornmed, right?
16 A There is a paynent schedule for, yes,
17 individual tasks that are perforned.
18 Q kay. So to the extent that the project was
19 experiencing material cost overrun in ny exanple, 25
20 percent, what happens?
21 A Well, for Duke, nothing. The -- the
22 contractor, ADP, sinply collects the anount of the nobney
23 that it has agreed to collect for each of these tasks.
24 And the performng entity, be it NorthStar, O ano, WCS,
25 potentially sonme other subcontractor, if their cost to
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1 performthat given task is in excess of the anobunts that
2 Duke is required to pay, they sinply have to absorb
3 that -- that cost overrun.
4 And there is, you know, a nunber of security
5 features that support that. One certainly is this
6 parental support agreenent, which Orano has signed up to
7 and NorthStar has signed up to, but, you know, as you
8 recall, there is other confidential information related
9 to surety, and bonding, and other fornms of guarantees
10 that suppliers would give on the project.
11 So there is -- there is risk transfer in all
12 of those ways ahead of ever getting to this -- this
13 parental support agreenent. And, in fact, you know, |
14 find it very difficult to see how the parental support
15 agreenent woul d ever even cone into play. That --
16 again, the key feature here is that Duke has an agreed
17  upon anobunt of noney they are going to pay for each
18 task, and they only pay that noney if the task is
19  conpl et ed.
20 So with that aspect of this, the risk is
21 transferred to the -- the performng contractors, and --
22 and then we, in fact, you know, have -- have comm tted
23 to backstop those contractors, including ourselves, in a
24  nunber of -- of ways.
25 Q kay. Wth the -- upon closing, the 540
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1 mllionis transferred to a subaccount, and the reserve
2 stays in the Duke decomm ssioning trust fund.

3 Are there any circunstances other than a

4 change in end state conditions under which any of the

5 ADP affiliates can ask for nore than 540 mllion from
6 Duke?

7 A We are asking for the subaccount. So |

8 Dbelieve you understand if the subaccount has earnings,

9 we -- we get those accrued earnings.
10 So just to be clear, | don't want to say we
11  wouldn't -- we are getting just 540 mllion. W are

12 getting 540 mlIlion plus, today, a very |low yield on

13 t hose funds.

14 Q Ckay. | got that.
15 So froma Duke perspective, it's a fixed fee.
16 They put 540 mllion in the subaccounts. That -- that

17  balance will change over tine, assum ng there are

18 earnings --

19 A Correct.

20 Q -- is that right?

21 A Correct.

22 Q And -- but ny question got to -- to the extent
23 that -- are there any circunstances under which ADP or

24 any of the affiliated conpanies can go back to Duke to

25 ask for additional funding outside of the IO

114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850)894-0828 Reported by: Debbie Krick



223

1 subaccount, other than a change --
2 A Not for --
3 Q -- in end state conditions?
4 A Yeah. Yeah. And | would say, yes, not for
5 the -- we cannot go back for any additional funding for
6 any purpose that's associated with the |icense
7 termnation, which is what we've agreed to -- is the end
8 state we've agreed to at this point.
9 Q kay. | have got a few questions for you on
10  your direct testinony.
11 A Ckay.
12 Q Let's start with page four, |ine seven.
13 A Ckay.
14 Q Do you see the sentence that says: The ADP
15 Goup can also optim ze the disposal of nuclear waste by
16 using disposal resources that are avail abl e today?
17 | do.
18 Q In that contest, you are referring to | ow
19 level waste only, right?
20 A | amreferring to low | evel radioactive waste,
21 yes.
22 Q Not high |l evel waste in any way, shape or
23 fornP
24 A Not spent fuel. In my vernacular, there isn't
25 any high level waste. There is spent fuel, and there's
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1 greater than Cass Clow |l evel waste, which would be

2 retained at the | SFSI.

3 Q Because neither can be disposed at any

4 available site today?

5 A There is no disposal pathway for either.

6 Although, greater than Cass C has recently been

7 identified by the DOE as a waste that they believe can

8 Dbe disposed of safely at our Texas disposal facility.

9 And, if, in fact, the State of Texas ultimtely agrees
10 that that's okay with them we would be able to take the
11 greater than Cass C waste and renove it fromthe I SFSI.
12 The spent fuel has no current pathway wth
13 Yucca Mountain being stymed. W, through WCS in O ano,
14  though, our -- have proposed and are in devel opnent of a
15 project to provide interimstorage of spent nuclear
16 fuel, again, at our site in Texas. And another project
17  from anot her vendor is being devel oped about 20 mles
18 away fromus across the New Mexi co border for that sane
19  purpose.

20 Q kay. So | was going to get to that, but we
21 mght as well junp to it.

22 On page nine, line 16, you tal k about the

23 spent nuclear fuel and the need -- the estimated tine
24  for conpletion and the final retirement of the NRC

25 operating |license by 2038; do you see that?
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1 A What page of the docunent is that?

2 Q On page -- it's page nine of your testinony,

3 beginning at |line 16.

4 A kay, | -- | amsorry, | was back in 6C there

5 for a nmnent. MW fault.

6 kay. Page nine, line 167?

7 Q Yes.

8 A Ckay.

9 Q Al right. So we are at 2038. W can agree,
10 can we not, that that -- for the materials to be nopved
11 off-site requires that there be an acceptable
12 repository, either interimor permanent; is that right?
13 A That would -- yes, specific to the spent fuel.
14 The greater than Cass C waste, we do expect a pat hway
15 nuch earlier for -- for disposal of greater than Cass C
16 wast e.

17 Q What ever happens to Class C waste, the NRC

18 license can't be finally termnated until the spent fuel

19 has been noved, right?

20 A The -- the NRC |icense for the I SFSI can't be

21 termnated. W will be termnating the license in a

22 step-wi se manner. And the license, in fact, wll be

23 termnated for all of the site except the, | think, two

24 or three acres that the ISFSI sits on. And that process

25 wll be part of our final status survey targeted in
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1 2026-27.

2 So the 99.9 percent of what was the |icensed

3 area would, in fact, be released for unrestricted use to

4 Duke, and the ISFSI and its secure facilities would be

5 all that remain.

6 Q Right. But the license would still stay

7 active as long as you have got spent nuclear fuel in the

8 ISFSI onthis Crystal River site, correct?

9 A The -- yeah. |It's intended to be a remaining
10 part 50 license for that specific facility on that |and.
11 Q kay. And Duke would be maintaining its
12 nucl ear deconm ssioning trust up until the point where
13 that renmaining license is termnated, right? |If you
14 know.

15 A | believe they would. | think, you know, the
16 way that -- there was sone description of NRC

17 requirenments associated with that, which are absolutely
18 true.

19 There is also issues with the IRS. It's a

20 qualified trust, and if you tried to disperse funds from
21 that trust, you would violate its nonqualified status

22 and it would be -- it would be taxed, | think, at

23 ordinary incone rates.

24 Q Ckay. But | am-- | am-- let's go back,

25 then. To finally termnate the |license, you need a
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1 disposal site that is actually accepting high |evel
2 waste. There currently is no permanent repository in
3 the United States, correct?
4 A Again, | would call it spent fuel, but I
5 understand what you are referring to. Yes.
6 Q And let's -- fine, there is no repository that
7 accepts that nuclear fuel, right?
8 A Correct.
9 Q Okay. The one identified site, Yucca Muntain
10 i n Nevada, has been under debate for maybe what, 35
11  years?
12 A That sounds about right, yes.
13 Q Ckay. And you tal ked about the potential for
14 a possible interimstorage. Has the NRC approved any
15 such sites?
16 A The NRC did approve a site sone nunber of
17 years ago in Uah on tribal |lands, and that project did
18 not nove forward at that tine.
19 W are just in the project process with our
20 project, as is the other vendor, and have gone through
21  environnental inpact statenents and a nunber of
22 hearings, and those projects are both expected to be
23 considered for approval in the comng, | would say, 12
24 to 18 nonths.
25 Q Okay. But you have no action at this point
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1 fromthe NRC approving an interimsite, is that right?
2 A W are in a licensing process, but no decision
3 has been nade by the NRC
4 Q Ckay. Are you aware that the state of Nevada
5 is regularly opposed siting at Yucca Muntain?
6 A The State of -- yes, | believe they have
7 opposed that for probably 35 years.
8 Q Probabl y about right.
9 And woul d the State of Texas have anything to
10 say about an interimstorage facility?
11 A Yes. We've nade it clear to the State of
12 Texas that we would not pursue noving spent nucl ear fuel
13 into the state without an agreenent that it was
14  acceptable to themto have the interimstorage facility
15 in the state.
16 Q kay. Bear with ne just a mnute.
17 Very quickly, on -- back on Exhibit 6C, page
18 124 again on the parent guarantees.
19 A kay. | amthere.
20 Q Al right. This one is the front page of what
21 woul d be Exhibit B2; is that right?
22 A Yes.
23 Q And this is just, | think, nitpicking. Is it
24 m sl abel ed NorthStar when it should be Orano?
25 A Yes, it is.
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1 Q Okay. For Waste Control Specialists and the
2 site in Andrews, Texas, are its disposal rates at all
3 regulated by the State of Texas?
4 A There is reqgul ation of disposal pricing
5 specific to -- there is regulation, and it's fairly
6 conplex to describe.
7 Q So to the extent that you wanted to negotiate
8 a, either a fee specific or unit specific disposal
9 agreenent with WCS, woul d that have to be consi stent
10 wth the Texas rule and | aws?
11 A It would have to be consistent with our agreed
12 upon rate structure within the state of Texas, and
13 that's al ready been consi dered, obviously, as we were
14 | ooking at this.
15 Q Okay. The decommi ssi oni ng support agreenent,
16 does ADP agree to abide by all existing permts for the
17  property held by Duke?
18 A W -- we have agreed to abide by all the
19 existing permts that are relevant to our work.
20 Renenber, as you know, this is a very large site with
21 other facilities, so...
22 Q All right. Fair enough. That's a fair
23 clarification.
24 So any -- any permts that Duke currently
25 holds that are pertinent to your activities, you wll
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Debbie Krick



230

1 abide by?

2 A Yes. And we -- we've initiated work on that

3 aspect of this project already.

4 Q Ckay. M. State, have you reviewed M.

5 Polich's testinony?

6 A | have not.

7 Q Ckay. Then let nme try it differently.

8 To the extent that the Conm ssion were to

9 require an independent nonitor for the project, how

10 would that change ADP or NorthStar's ability to perform
11  under the contract?

12 A VWll, it depends what the scope of the ADP

13 nonitor's responsibilities and rights were as it relates
14 to the work.

15 Qur -- our approach and cost structure is

16 specific to the approach that we agreed to w th Duke,

17 which, you know, we would be a prudent operator of the
18 facility. W would conduct our work in a safe and

19 effective manner, and that dictated our pricing nodel.
20 Not know ng what the independent nonitor woul d have as
21 its ability to inpact the project, | couldn't really

22 specify what that expense woul d be.

23 Q If a nonitor was sinply that, a nonitor, and
24 had no stop work authority, or other authority to

25 interfere with the managenent of the project, would
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1 NorthStar have any objections?
2 A You know, again, we are -- we are contracted
3 to Duke, and if Duke said, you know, we -- we negotiated
4 with Duke a -- effectively a nonitoring process on a
5 nonthly basis, where our project is eval uated agai nst
6 the performance netrics and mlestones that we've, you
7 know, we've commtted to, and, you know, so that
8 specifically already exists between us and Duke.
9 If -- if this would be a nonitor working on
10 behal f of the State, | don't -- | nean, | just -- |
11  don't know specifically how that would work. It would
12 have to be coordinated, | guess, through Duke, and as
13 long as it was, you know, acceptable to Duke, we would
14 certainly discuss any inpact it mght have to us.
15 Q kay. Thank you. That's all | have. Thank
16 you very nuch, M. State.
17 CHAI RVAN CLARK: Thank you, M. Brew.
18 kay. M. Myle, are you -- | do not see you.
19 There we are.
20 MR. MOYLE: Here we go.
21 CHAI RMAN CLARK: All right. The witness is
22 yours, M. Moyl e.
23 MR. MOYLE: Thank you, M. Chairnan.
24 EXAM NATI ON
25 BY MR MOYLE:
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1 Q M. State, good norning.

2 A Good nor ni ng.

3 Q | don't think we've had a chance to visit

4 before, so let nme introduce nyself.

5 | am Jon Moyle, and |I represent the Florida

6 Industrial Power Users Goup, FIPUG [It's a group of

7 large users of electricity that many of whom take

8 electricity from-- from Duke.

9 This is, | think, nmy first tine

10 cross-exanmining a witness in this format at a -- at a
11  proceeding, so | amin Tallahassee. | am by nyself.

12 \Where are you?

13 A | amin Arizona.

14 Q Ckay. And are you by yourself as well?

15 A | am yes.

16 Q kay. One of the things that m ght nake our
17 conversation go a little easier, the -- the Chair asked
18 how nuch time | thought it would take, and | -- | gave
19 himbetween a half an hour and an hour, and it may

20 depend on our conversation and sone of your answers.

21 Earlier, | think he indicated that it's a

22 preference at the Commssion if you could answer yes or
23 no, and if you feel a need to explain, you know,

24 please -- please do that. |Is it that something you can
25 do?
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1 A Yes.
2 Q Ckay. And obviously, | may ask you a few why
3 questions, which you can't answer with a yes or no. So
4 on those, we will ask for the explanation. On the yes
5 or no questions, it would be helpful to get a yes/no.
6 So let nme start with this docunent. This was
7 sonething that M. Rehw nkel showed you yesterday. And
8 it's OPC Exhibit No. 13. |It's the organization -- a
9 sinplified organization chart.
10 A And what page is that of that exhibit?
11 Q So at the OPC nunber on the right, it's 34.
12 If you look at it |like a | oaded docunent, it's 35. \Wen
13 you go to the bottom it's either 34 or 35, depending on
14  how you -- how you nove around.
15 A kay, | have got it. | have got it.
16 Q Al right. So the title was Sinplified
17 Organi zation Chart. | found it to be a little conpl ex
18 looking at it. So is there -- does this not accurately
19 represent the organi zation chart? |s there a nore
20 involved or conplex chart?
21 A Well, if you wanted to |look at the entire
22 organi zation chart of all the entities involved, you
23 know, NorthStar G oup Services has a nunber of
24  subsidiaries that operate in different |ocations, union
25 affiliated, nonunion affiliated. Orano simlarly.
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1 Sol think it's, you know, it's really

2 specific to say that the streanmline from ADP up through
3 the ownership is this sinplified chart, and it doesn't
4 include every other ancillary entity that m ght exist

5 that could be owned by any of these conpanies.

6 Q kay. So I'll take that as, yes, there is a
7 much nore conpl ex organi zational chart if you were to

8 look and wanted to see all of the other entities, is

9 that fair?

10 A Yes.

11 CHAI RMAN CLARK: M. Myle, for the record,
12 woul d you just clarify that you were using OPC

13 Exhibit 13, is that correct?

14 MR, MOYLE: Yes, sir. OPC Exhibit 13, Figure
15 2, entitled Sinplified Organization Chart.

16 CHAI RMAN CLARK:  Thank you, sir.

17 MR. MOYLE: And I printed out a copy. | am
18 better working off hard copies.

19 BY MR MOYLE

20 Q So am | correct in looking at this

21  organi zation chart that the head of all of these

22 entities is in the oval figure at the -- at the top?
23 A That's the -- the managi ng nenbers of JFL
24  CGeneral Partner Investors |V, LLC

25 Q Ckay. So -- so with, you know, I -- would
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1 that be, yes, that typically the investors, because they
2 are set up in a way where they, you know, have rel ations
3 and they are at the top of this org chart, they would
4 Dbe -- they would be the ones in control ?
5 A Yes. The general partner is the controlling
6 entity of the private equity firm and the private
7 equity firm in turn, ows NorthStar. W are -- we are
8 speaking specifically now on the NorthStar side, not
9 Orano.
10 Q That's right.
11 |s there any rel ationshi p between the
12 Lehman -- | call it the Lehman group, what's J.F.
13 Lehman -- what's the nane of the investnent agreenent?
14 A Yeah, John F. Lehman.
15 Q So if | say that, is that a corporate entity,
16 or is that an individual M. -- M. John F. Lehman?
17 A It's John F. Lehman & Conpany, and it's named
18 specifically after him
19 Q kay. And that's a nanme | have sone
20 famliarity with. WAs -- does he have brothers?
21 A |l -- 1 -- 1 don'"t know. It's not related to
22 the Lehman securities firm if that's what -- what you
23 are thinking.
24 John F. Lehman was the Secretary of the Navy
25 under Ronald Reagan, and he is not in any way related to
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1 the other Lehmans that are the Wall Street firm
2 Q Ckay. Yeah, thanks -- thanks for that
3 clarification.
4 So on this chart, what are the conpanies
5 that -- that you are -- you hold a -- a role in?
6 A | amthe Chief Executive Oficer of
7 Accel erated Deconm ssioning Partners, a position really
8 entitled by the fact that | amthe CEO of NorthStar
9 Goup Services, which is the controlling entity of ADP.
10 And then the -- the chain above that, | would
11  be the Chief Executive officer of Northstar G oup
12 Holdings. North -- LVI Parent Corp, | -- | have to tell
13 you I don't know who the officers of that are. It's
14 essentially a flowthrough.
15 Q Ckay. And any -- any -- anything el se either
16 up or down?
17 A No. | have no affiliation or -- | don't want
18 to use affiliation. | have no involvenent in any of
19 these JFL entities as a partner or investor or in any
20 other capacity.
21 Q Ckay.
22 A | amsorry, that's -- that's not correct
23 either. | aman investor in NorthStar via JFL-NGS
24 Partners, LLC, which is the entity structured to own the
25 interest in NorthStar.
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1 Q And are you an investor in that in your

2 individual capacity?

3 A Yes.

4 Q Who is the CEQ, or the officer of the ADP CR3,

5 LLC, that is underneath Accel erated Deconmi ssi oni ng
6 Partners, LLC, of which you are the CEO?
7 A | -- I amnot 100 percent certain, but I

8 expect that | am probably the CEO of both of those

9 subsidiary entities. | -- 1 would classify those, you
10 know, as entities in formation. | believe we forned
11 them | am al nbst certain we have, but | -- | don't
12 recall the naned officers. Typically, | would be the

13 CEO of both of those, though.

14 Q Yeah. And -- and am | correct that the reason
15 that you have forned these separate entities is to, in
16 part, tolimt potential liability so that it doesn't

17 rest with conpanies that have significant assets?

18 A No, | wouldn't say that's specifically why.

19 The ADP entity was forned to -- as a joint

20 venture with Orano and NorthStar to conduct multiple

21 projects of this type. So under ADP, for exanple, if we
22 were to take a project at another nuclear power plant

23 site, there woul d be additional subsidiaries of ADP, and
24 we sinply want to segregate the obligations and

25 responsibilities between these various projects.
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1 Q So what | suggested, are you aware that that
2 is also sonmething that flows from having separate -- you
3 know, they call themsingle -- single purpose entities.
4 Have you ever heard that phrase?
5 A Yes.
6 Q kay. And -- and typically, you go in and say
7 | amgoing to do this power plant, and it's going to be,
8 you know, Ckeechobee Power Plant, LLC, and part of the
9 reason for doing that is to insulate potenti al
10 liability, you know, that if you have a whol e bunch of
11  other power plants, it's not -- if sonething goes wong,
12 you are not exposing assets of those -- of those other.
13 Is that in any way part of the consideration with
14 respect to ADP CR3 or AD -- and ADP SF1?
15 A Yes.
16 Q kay. So just explain to ne, you know, at
17 high level what ADP CR3 is doing and what ADP SF1 is
18  doi ng.
19 A The split between the two is the active
20 decommi ssioning of the nuclear power plant, which is ADP
21 CR3, and the ownership and managenent of the | SFSI
22 assets and spent nuclear fuel. So for those that have
23 potentially been to the site, the ISFSI sits wthin the
24 footprints of the, this nmuch larger site. It's
25 surrounded, it's fenced, it's secure, and that is
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1 effectively tied to ADP SF1. The rest of the site
2 that's being decomm ssioned is being cleaned up by ADP
3 CR3.
4 Q Ckay. And so the Comm ssion -- so who do we
5 look to? | have been involved in a few things and, you
6 know, a lot of different corporate entities, and
7  sonebody said, you know, who -- where is the throat to
8 choke? | nean, if you had to say which corporate entity
9 in all this would be the one that if an issue arose,
10 who -- who would it be, in your view?
11 A It would be ne in ny capacity as CEO of all of
12 these entities. The -- the -- you know, the obligation
13 here is really fromADP, which is a joint venture, and |
14  understand single purpose entities. That is not a
15 single purpose entity. |It's a true joint venture. But,
16  you know, NorthStar, as the controlling unit hol der
17 of -- of Accel erated Deconm ssioning Partners, bears a
18 lot of the responsibility, but there is, you know,
19 jointly an obligation between, you know, O ano,
20 NorthStar together to provide and provision for ADP to
21  be successful in doing this project, or any other
22 project that we take on as an ADP project.
23 Q kay. And so when you list on this chart
24  Accel erated Deconm ssioning Partners, LLC, that's a
25 |imted liability conpany?
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1 A It is.
2 Q Yeah, are they authorized to do business in
3 Florida?
4 A | -- 1 believe we have requested such
5 authorization. The actual performance of work in
6 Florida is going to be done by a NorthStar entity, which
7 has been active and operational in Florida for decades.
8 Q Is that the entity that's going to be doing
9 the work shown on this organi zational chart?
10 A No. These are the owni ng organi zati ons.
11 These are not the perform ng organizations.
12 Q What's the nane of the performng
13 organi zation?
14 A Il -- 1 would have to get the specific nane.
15 That's typically referred to as our Florida corporation.
16 We've got -- and Orano would simlarly have a
17 corporation licensed in the state of Florida.
18 W -- as | said, we've operated continuously
19 through various ways for about 30 years in the state of
20 Fl ori da, and have conducted sonewhere on the order of
21 $300 mllion worth of work just in the last five years.
22 Q You -- you nentioned a joint venture. And
23 would | be right to assune that the -- the corporate
24  docunents related to Accel erated Deconmmi ssi oni ng
25 Partners, LLC, that you are referring to that as the
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1 joint venture, or -- or no?
2 A Accel erated Deconmm ssioning Partners, LLC, is
3 a-- ajoint venture. |It's an LLC, and it's a joint
4 venture arrangenent between NorthStar G oup Services,
5 Inc., and Oano USA, LLC, | believe.
6 Q kay. So if the Conmm ssion or one -- sonebody
7 wanted to say, okay, what's the -- what's the deal | ook
8 like, is the joint venture set forth in a nenorialized
9 docunment that says joint venture on the top, O ano
10  Deconmi ssioning Hol dings, LLC, and NorthStar G oup
11 Services, Inc.?
12 A No, | believe it would be codified in a
13 operating agreenent for that LLC.
14 Q For the Accel erated Deconm ssi oni ng Partners,
15 LLC?
16 A Correct.
17 Q kay. You are CEO of -- of other conpanies
18 beyond the ones that we have tal ked about on this chart,
19 correct?
20 A Correct.
21 Q Do you know how many conpani es you are CEO
22 for?
23 A No.
24 Q Waste Control Specialists is a conpany that
25 you are a CEO for, is that right?
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1 A That's correct.
2 Q And they are the conpany that's going to --
3 going to receive the Iow |l evel radiol ogical waste,
4 correct?
5 A Yes.
6 Q At a high level, M. Brew asked you whet her --
7 whether disposal rates are regulated in Texas, and you
8 said yes, but it's conplicated. You know, you have been
9 in business along tine. Wuld you just nmake -- give us
10 a high level overview of how -- how di sposal rates are
11 reqgulated in Texas?
12 A Sure.
13 So the Texas site was created as part of
14 what's called the Vernont-Texas Conpact. And the
15 conpact arrangenent was used to create the |ow | evel
16 disposal facility back probably 30 years ago. And as
17  such, the disposal rights of the site extend to all 50
18 states, essentially, but Texas and Vernont have
19 preferential pricing.
20 So the pricing structure provided to entities
21 in Texas -- in Texas and Vernont is -- is established at
22 a level where that rate is the | owest rate that could
23 ever be offered to any non-conpact entity. So those
24 rates are -- are regulated and m ght change fromtine to
25 time. And if they were go up, for exanple, we would not
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1 be allowed to accept waste from sonebody at a | ower

2 price than the highest price we can charge an in-conpact

3 entity.

4 Wthin the rate structure, there is carry

5 surcharges, there is various kinds of taxes for the

6 local comunity, for the State, and those are al so

7 requlated primarily by the Texas equival ent of your

8 Departnent of Environnmental Qual, TECQ which is an

9 entity of the Texas governnent, and the Conmm ssioner of
10 the TCEQ is appointed by the Governor.

11 So there is a nunber of factors that cone into
12 play. There is different rates for A, B and C waste.

13 If we are ultimately able to take greater than Cass C
14  waste, there would be a rate associated with that, and
15 various surcharges and taxes that are different for each
16 waste type.

17 Q Thank you for that. Thank you for that.

18 Wth respect to the -- the rate setting, it's
19 not like this Florida Public Service Comm ssion, though,
20 and they conme in and -- and | ook at everything and set
21 rates, correct?

22 A Yeah. |It's not a cost recovery kind of rate
23 setting. |It's just an agreenent that -- that

24 preferences the two parties, Vernont and Texas, that

25 ultimately commtted to support the devel opnent of this
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1 site back in the 1990s.

2 Q Right. And would it be fair to characterize

3 it as like a nost favorite nation provision, that, you

4 know, they are always going to have the | owest rate?

5 A | would -- that's a fair assessnent.

6 Q Ckay. And is that a -- is that rate a public

7 nunber?

8 A | -- | believe nuch of that is public. |

9 don't know that all of it is. Certainly anything that's
10 public, we can provide access to that informtion.

11 Q Yeah. Well, let nme -- let ne -- let ne ask

12 you, and I wll just kind of wade through this, but what
13 is the -- what is the rate that, you know, that Vernont
14 and Texas pays for -- we'll just call it lowlevel -- |
15 don't know if it's grouped A, Band Cor if it's spread
16 out differently. Do you have any information? Can you
17 tal k about so nuch per cubic yard?

18 A It would be per cubic foot, typically. And

19 | -- 1 don't know the specific rates. W -- we just did
20 a reset of the rates about three nonths ago, and | don't
21 recall the -- the specific pricing.

22 Q Ckay. Have you guys established a rate yet

23 for the low level radiological waste that appears to be
24  headed -- headed that way from Crystal River?

25 A W' ve established, | guess, target pricing.
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1 W haven't contractually conmtted. That will all be
2 done effectively at closing. W -- you know, part of
3 our strategy with WCS before we even owned the site is
4 we wanted to know what our -- we wanted visibility
5 transparency into what our costs would be to di spose of
6 waste. |It's the nost significant cost in the project,
7 and a very significant uncertainty if you don't own and
8 control your own disposal.
9 So we've -- we've put target val ues on that.
10 | -- 1 can't say specifically what those are, and
11 certainly that would be confidential and not sonething
12 we would discuss in this type of forum
13 Q But you don't think -- you don't think there
14 is an agreenent in place, as we sit here today, for
15 t hat ?
16 A There is probably a contract -- a draft
17 contract agreenent. It wouldn't be an effective
18 contract until we actually executed on the transaction
19 and becane the operator of the site.
20 Q Yeah. Sonetinmes people do contracts with a
21  condition subsequent to say assum ng, you know, the
22 Comm ssion bl esses it, but anyway, that's a detail.
23 So | assune that the conpany you are the CEO
24 of, the Waste Control Specialists, that they wll nake
25 noney on this. They will price it in a way where they
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1 make noney, right?
2 A | hope so.
3 Q Yeah. And there is nothing wong with that.
4 Wth respect to the relationship of the -- M.
5 Lehman and the other people listed in the oval box as
6 the head of the sinplified organizational chart, do they
7 have an interest of the Waste Control Specialists, and
8 if so, what is it?
9 A Yeah. J.F. Lehman al so owns Waste Contro
10  Speci alists.
11 Q Okay. Thanks.
12 | am going to nove -- nove on to another
13 topic. And M. Brew touched on this alittle bit wth
14  you, but just to be clear, the -- you said yesterday, |
15 think, that the CR3 project is a sibling of the Vernont
16  Yankee project; is that right?
17 A It -- 1| am-- | amnot sure what sibling
18 nmeans. It's an identical, nearly identical unit to ne,
19 Yankee, as | recall, not Vernont Yankee, but --
20 Q Ckay, | amsorry.
21 A | am not sure what you nean by sibling.
22 Q Yeah, like brother/sister. | think you said
23 it was like a -- ny recollection was you said it was a
24  Dbrother, or a sister, or the sane, identical, anyway,
25 that's -- don't worry about that; but you said it's
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1 identical.
2 A It's very simlar. | don't -- | don't know
3 that there would be any nuclear plant that | would say
4 is identical.
5 Q Ckay. And you said that -- how many neeti ngs
6 wth the public did -- did -- did you -- were you
7 involved with in terns of getting theminformation about
8 here's -- you know, here's what we are doing, here's the
9 plan, here's what the costs are going to be?
10 A Vell, the -- | don't know specifically how
11 many | had with the public. | attended 20 plus
12 neetings, | would say, in the state of Vernont as part
13 of the process of becom ng the owner of the facility
14  there.
15 Q Yeah, and your -- at the conpany, y'all are
16 commtted to transparency, correct?
17 A Correct.
18 Q Okay. And when you went through this and
19 | ooked, you had an understanding that the Public Service
20 Comm ssion has arole to play in |ooking at this
21 transacti on, correct?
22 A No, | did not understand that fromour early
23  days.
24 Q Ckay. At sone point, you -- you gathered that
25 under st andi ng?
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1 A | understood that -- | nean, | wll just give

2 you ny perspective.

3 W -- we are a contractor working for Duke

4 doing a deconm ssioning as the operator of a facility,

5 and | -- | saw a difference there between owning a

6 facility and -- and being a contractor doing a

7 decomm ssioning. And so | didn't know what Duke's

8 obligations were, if any, to gain approval of

9 essentially a contract for performance of

10  deconmi ssi oni ng.

11 And nmy -- ny experience to this is tied to the
12 fact that we've decomm ssioned a | ot of fossil plants in
13 the state of Florida, and I am happy to nane all of

14 them and the size, and who the owners were that | can
15 recall inthe last five years. |It's about 5,000

16 nmegawatts. And as such, we've never, to ny know edge,
17  been engaged in any process with the Comm ssion. And

18 that's not to say that | disagree with this process.

19 It's just that was ny experience, and so, you know, the
20 engagenent with the Comm ssion was not sonething that we
21  had anticipated early on.

22 Q Yeah. Wl -- well, thanks for that. |

23 appreciate that.

24 And to -- todiginalittle bit on that. |
25 nean, the way those deals work is you have a coal plant,
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1 or a gas plant, and sonebody says, hey, we are going to
2 retire this, we need sonebody to take it apart and
3 dispose of it. And -- and then you cone in and say,
4 here, here's our proposal. W will be the contractor.
5 W will take this burden on, and if you work it out with
6 the owner of the plant, off you go, and you don't need a
7 PSCreview, is that right?
8 A That -- that was -- has been our prior
9 experience with -- with FPL and TECO and, you know,
10 other owning entities that we've worked with in the
11 state.
12 Q All right. And typically, the way that works
13 is you agree to a price anount, and then you provide a
14  schedul e of values, and then you do the work, and then
15 the conpany -- the conpany itself pays you, correct?
16 A Correct. Wiich is exactly the way this
17 project is going to be from-- fromour side of the
18 |ledger, the way we | ooked at it.
19 Q Yeah. Does FPL and TECO, when they do these
20 arrangenents with you, do they pay you all the noney up
21 front, or put it in a fund and then -- and then say,
22 here, here's all the noney up front?
23 A VWll, we don't -- we are not being paid up
24  front on this project. And | don't know how t hey
25 allocate capital to projects, sol really -- 1 -- 1
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1 can't say | know.
2 Q Well, typically as a contractor, you don't get
3 paid for your work until you have done -- done the work,
4 or on a progress schedul ed paynents, correct?
5 A Correct. Which is exactly the way we are
6 proposing to do Crystal River 3.
7 Q Yeah. Well, aren't you proposing that you
8 take 540 mllion and -- and put it in a, you know, in a
9 segregated subaccount fund?
10 A We are proposing --
11 Q It's a yes or no, and then explain if you need
12 to?
13 A Well, yeah, what we are -- what we are we have
14 agreed to wth Duke is to assure that they've got the
15 funding to do the project, they will create a segregated
16 account of the NDT and commt that those funds woul d be
17 used to pay us for the license term nation and
18 deconm ssioning of the plant. And from our
19 perspective --
20 Q If --
21 A If | could continue, please.
22 From our perspective, the -- the allocation of
23 those funds, and know ng that the noney is available and
24 in an account, reduces our counter-party risk of not
25 getting paid. Al beit, you know, we don't experience --
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1 or we are not typically concerned with FP&L, for
2 exanple, paying us, but, you know, in a business |ike
3 ours, we are concerned that we are going to get paid for
4 the work we do. So know ng the noney has been set aside
5 and earmarked to do this work is inportant to us, but we
6 are not getting paid by the NDT.
7 Q Have -- have you ever had an arrangenent with
8 FPL, or any Florida utility, where you have required the
9 noney up front as part of the arrangenent, or noney put
10 in any kind of trust fund? And you can just go yes or
11 no. | don't need an expl anati on.
12 A | don't believe so.
13 Q You are -- you are taking ne down a road |
14 want to get to a little |later about -- about the noney,
15 but let ne get back to the question of the reports that
16 you have to nmake.
17 You have to give reports to Duke, what,
18 nonthly, about how things are goi ng?
19 A | believe, yeah, we will provide nonthly
20 status reports, or nonthly information as part of our
21  process of invoicing for paynents for the work we are
22 doi ng.
23 Q So -- soit will be, like, a narrative to say,
24 you know, here's what we have done this nonth, probably
25 sonme narrative | ead-on, and then an attachnment that --
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1 that picks up a schedul e of values and shows how nuch

2 you have done; is that fair?

3 A Yeah, that's a good description.

4 Q Ckay. Would you have any objection to sharing
5 that docunent with the Florida Public Service

6 Conmi ssion? This just fromyou, have review of it. |

7 get that. | understand that. But | amjust asking on
8 behalf of -- of you and the conpanies that you are

9 involved with, would there be any objection that you
10 would have with respect to sharing those -- those

11 reports? |If you can just go yes/no, that woul d be

12 great?

13 A | can't go yes/no, and | will tell you why,

14  because | don't know what's going to be in that report.
15 It may be -- it may contain confidential information

16 of -- you know, we've got a lot of material here that

17 we've redacted that's specific to the way we do our work
18 and how we classify different activities. And so to the
19 extent that -- that a report could be redacted for --

20 for public view, we don't have any issue with doing that
21 ever, but, you know, we have very significant

22 restrictions, for exanple, in Vernont, about, you know
23 what -- what individuals can see and what's published in
24 the -- in the public donmain, and that's -- that's our

25 only concern.
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1 Q So -- so | would be correct, then, | would
2 take that answer as you have no objection to providing
3 the Public Service Comm ssion with nonthly reports that
4 are provided to Duke provided confidentiality could be
5 obtained, is that fair?
6 A Close. | -- 1 -- 1 have no issue with
7 providing nonproprietary information to Duke that they,
8 in turn, could provide to the Commission. And if there
9 is confidential or proprietary information, | think we
10 would have to establish a specific protocol for that --
11 that type of data, but it would be sonething that we
12 woul d not oppose.
13 Q kay. If -- if -- if the Conmm ssion said,
14 hey, this is inportant, there is, you know, hundreds and
15 hundreds of mllions of dollars in these trust funds and
16 there is being changes nmade to that, we would like to
17 get sone realtine information on that, and assumn ng
18 proprietary and confidential information could be
19 addressed in a way that keeps it proprietary and
20 confidential -- just to be clear, | want the record to
21 be clear on this -- then you and the conpani es you
22 represent have no objection; is that right?
23 A That's -- that's a ot of words. | -- |
24 Dbelieve what you said is correct.
25 Q kay. Have any of the conpanies that you are
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i nvol ved with ever had a matter in front of a state
Public Service Conm ssion before, or is this -- is this
your first?

A In Vernont we did. Qher than that, | don't
know of any others. | wouldn't -- | wouldn't attest
t hat we never have, | just don't know of any.

Q kay. |If | asked you sone -- sonme maybe
operational detailed questions of the -- what you are
going to do at Crystal River, would you be confortable
answeri ng thenf

A Sonme of -- yeah, probably. It depends what
they are.

Q Ckay. Well, let's take a shot at it.

Yest erday, you tal ked about a situation where
there had been a m sjudgnent made related to the |evel
of contam nated soil. Do you renenber that?

A No, but that's fine. W can -- we can talk
about that.

Q kay. Has that ever happened to you, where
y'all were doing a job, and you thought there was so
many cubic feet or cubic yards of contam nated soil and
then it was |like, oh, you know, it's nore than that?

A Yeah. We've had many instances where we have
estimated quantities and they were different than we

esti mat ed.
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1 Q kay. And have you gone out and checked
2 the -- and estimated the quantities of soil at Crystal
3 River 3?
4 A W did an -- an estimate that assuned there
5 was -- you know, it's conservative, it's an engineer's
6 estimate -- that assunmed there was fairly significant
7 contam nation, you know, in the footprint of the site.
8 And we did our own analysis. W -- we took sanples, you
9 know, and nmade our own concl usions.
10 But the large -- the large driver for disposal
11 on this is not soil, typically. 1It's the reactor
12 structure, the vessel -- the vessel is obviously
13 inportant, but the containnment and all of those
14  structures, and we neasured and did engi neering takeoffs
15 of all of those buil dings.
16 Q If you -- if you get down there and start --
17 do you test the soil material when you are operating?
18 A W test soil all the tine, yeah. W -- we
19 take sanples and test them and it's for conpliance, not
20 just radiologically, but also for any hazardous
21  conponents.
22 Q Yeah. Do you sonetines, when you test it,
23 say, well, let's take it to a Cass 1 landfill rather
24  than haul it all the way to, you know, sonething that's
25 certified for radiol ogical waste?
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1 A No.
2 Q It all goes to the radiol ogi cal disposal site?
3 A If it's got radiological material, yes. It

4 wouldn't go sonewhere el se.
5 Q Yeah. Have you -- have you checked to see if

6 all the soil has radiological material?

7 A Were? At Crystal R ver?

8 Q That's right.

9 A Yeah. We've -- we've done sanpling around the
10 power block. The -- the site itself, you nmay know, |

11 think what's was originally licensed at, |ike, 4,600

12 acres, which included all of the other facilities there.
13 So that footprint has been shrunk over tinme. By the

14 time we show up, | think there is about 100 acres that's
15 still in the licensed area, and we woul d be taking

16 sanples as we do the work. And then as we conplete the

17 work, we have a very rigorous sanpling and a process of

18 taking exposure rate neasurenents that is defined and

19 directed by the NRCto ultinmately get to the free

20 release of the facility.

21 Q kay. In a prior conversation, | think you

22 made a distinction between | ow | evel radiological waste

23 and spent fuel, is that -- do you recall that, or is

24 that -- is that a distinction we can nake?

25 A Yes.
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1 Q kay. And tell ne -- tell me your

2 understanding with respect to the nucl ear

3 decomm ssioning trust fund, and then how this

4 transaction will inpact the nuclear decomm ssi oning

5 trust fund. And | can -- if you are not confortable

6 doing that, I can break it down in, you know, a series

7 of questions, but -- but | want to just have a

8 discussion about the -- the current nucl ear

9 decomm ssioning trust fund, and then what w |l happen to
10 that if this transaction is approved.

11 A Well, so the current fund, as | understand it,
12 IS -- is that the fund is all in one account, and |

13 don't recall if it's all qualified or partially

14  nonqualified, but let's just call it one account. And
15 the proposal here is that Duke commts to create a

16 segnmented account and put $540 million, which they

17 specified they woul d use as funding to support paynent
18 to us for the work. And, you know, we would invoice the
19 work, and they would pay us as they confirmthe work is
20 done presunably by draw ng noney out of the NDT.

21 You know, | think they would have flexibility
22 to pay us and then draw the noney out of the NDT. You
23 know, | don't know the specific nmechanics that Duke is
24 assum ng there, but that would be the flow, as I

25 understand it, that would occur.
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1 Q kay. So can we call that account the | ow
2 | evel account, the subaccount?
3 A We'll call it the sub -- I call it a

4  subaccount, yes.

5 Q Ckay. And just to nake a distinction, let's
6 call it lowlevel; can we do that?

7 A Ckay.

8 Q Okay. Because ny understanding, there is

9 another subaccount that's being created that will deal

10 with the spent nuclear fuel, is that your understandi ng?
11 A | -- I don't recall a second specific

12 subaccount for spent fuel. | -- maybe -- | don't know.
13 That's detail | amnot aware of.

14 Q Ckay. Well, whether it's a separate account

15 or whether it's noney staying in the existing account,

16 we'll call that the spent fuel account, is that fair?
17 A Sur e.
18 Q Okay. Al right. And -- and your conpanies

19 are taking on obligations with respect to the spent

20 fuel, correct?

21 A Correct.

22 Q Ckay. You actually -- you actually are buying
23 the spent fuel for $3,000, is that right?

24 A W are taking title to the spent fuel, and |

25 don't recall the dollar val ue.
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1 Q Yeah. | was a little surprised when | heard

2 that. | wouldn't think spent fuel was a piece of

3 tangi bl e personal property that a |l ot of people would

4 want or have -- have value. Wy -- why are you buying

5 the spent fuel?

6 A That's part of a proprietary business plan of

7 the conpany. Let ne see if | can answer that at |east

8 in part.

9 W view spent fuel probably differently than
10 others mght. W see sone potential value as it m ght
11 relate to other business ventures that -- that we have
12 interest in that would be associated with |l ong-term
13 storage of spent fuel.

14 Q You have already tal ked about you are trying
15 to have your facility in Texas, the |licensure expanded
16 to allow for the interimstorage of spent fuel rods,

17  right?

18 A Spent fuel assenblies, yes.

19 Q Is -- would that expansion of the licensure

20 include the interimstorage of spent fuel rods or -- you
21 corrected ne on that. You said -- what did you cal

22  then?

23 A Assenbl i es.

24 Q Are they the sane thing?

25 A No. Assenblies are nmade up of rods.
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1 Q kay. So are any of the nonies in the -- the
2 lowlevel fund going to be used for handling the spent
3 fuel assenblies managenent ?
4 A No.
5 Q Ckay. So where are you going to get the noney
6 to deal with the spent fuel responsibilities?
7 A Well, it's -- it's a long held obligation of
8 the Departnent of Energy to fund spent fuel -- ownership
9 of spent fuel, and ultimtely the owner of that spent
10 fuel is going to be the United State of Anmerica. So we
11 as, essentially, an interimowner, just as Duke is
12 today, are going to rely on the Departnent of Energy
13 through a 57 or $59 billion fund that they have
14 collected to pay for the -- the security of the spent
15 fuel on the site, and, you know, we will provide such
16 security and -- and seek recovery of DOE nost |ikely
17 under a settlenent agreenent that's been discussed with
18 themthat would pay us our incurred costs on an annual
19  basis.
20 Q So -- so you are -- in effect, part of this
21 transaction is you are picking up the clainms that Duke
22 woul d have, an assignnent of |egal clains against the
23 Departnent of Energy related to spent nuclear fuel; is
24 that -- is that right?
25 A | amnot sure | would classify it an
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1 assignnent. | think the clains transfer would title to
2 the fuel. So we becone party to the standard contract
3 that exists as we becone owner of the spent nucl ear

4  fuel.

5 Q And the process that you had to go through

6 wth the NRC, that was to get the title transferred and
7 to check you all out as owners for the -- for the fuel
8 assenblies, is that right?

9 A The |license transfer application rel ates

10 specifically to transferring the operating |license for
11 the facility, and the -- the operation of all of the

12 assets at the facility, including the ISFSI, so | guess
13 the answer to your question is yes.

14 Q Ckay. And obviously, you know, the plant is

15 not operating, right?

16 A That's correct.
17 Q Yeah. So -- so the operating |icense, tel
18 nme -- tell me the value of the operating license from

19 your perspective.

20 A As the operator of the facility, it gives us
21 the ability to execute on the deconm ssioning plan, and
22 we have submtted all to the documentation, and we

23  becone the party that's obligated to do the

24  decomm ssioning of the facility under the

25 decommi ssioning arrangenent that we proposed to Duke and
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1 the NRC as approved.
2 Q So you woul d take the view that you are the
3 operator of the facility now wth respect to the CR3
4 nucl ear conponent ?
5 A We, as part of this transaction, will becone
6 the licensed operator in the eyes of the NRC
7 Q Okay. And | suppose in the eyes of the Public
8 Service Conmission as well, right?
9 A If, in fact, there is a purviewto the
10 operation, | would say yes.
11 Q Al right. Wuld you have any objections if
12 the PSC asserted jurisdiction and said, as the operator,
13 you have the NRC license to operate agreenent, we are
14 going to assert jurisdiction over -- over you and get
15 nonthly reports, would that pose any issues for you?
16 A Well, | amnot sure that jurisdiction could be
17 asserted. | don't recall that Florida is an agreenent
18 state or not, but typically -- well, it doesn't even
19 matter, | guess.
20 Typically, in power reactors, including
21  decommi ssioning, the NRC has al ways said they have sole
22 jurisdiction in that area, and as such, you know,
23 they've nmandated certain reporting requirenents on an
24  annual basis; and as part of this transaction, we've
25 agreed to nore refined, either quarterly or nonthly
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1 reports.
2 Q Ckay. Do you know how nuch noney is in the
3 nuclear decomm ssioning trust fund as we sit here today,
4 just ballpark?
5 A | do not.
6 Q But you know it's nore than 540, right?
7 A | hope so.
8 Q So this 540 that will cone in, upon closing,
9 you wll -- you -- you will have the ability to nake
10 investnent decisions related to how those nonies are
11 i nvested, correct?
12 A We've agreed to a -- an approach that we may
13 Dbe involved in the decision-nmaking as it would relate to
14 those funds within a very specific set of guidelines.
15 Q Ckay. And -- and when you say we, who -- who
16 is that specifically? If we go to the org chart,
17 which -- which -- which entity woul d be invol ved?
18 A ADP and Duke woul d be the two entities
19 invol ved.
20 Q Do you know -- do you have the right, you
21 bei ng ADP, to make a deci sion about who invests the
22  noney?
23 A Do you nean, |ike, the trustee or -- or is
24  that what you are referring to?
25 Q Let's take it -- let's take the trustee and
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then let's take the investnent advisors.

A kay. | -- | believe -- | don't recall if
it's an absolute right or -- or not, but |I believe we
have a right to propose and -- you know, | don't recal

the terns, but | think we have sone rights in that
regard.
Q kay. So that's -- your answering now with

respect to the trustee? Just so the record is clear.

A Yeah, the -- the trustee and the investnent
manager, | think we have sone rights to propose
potential parties. | -- 1 don't recall the specific
detail s.

Q Ckay. |Is there anything that you are aware of

that precludes any entities that are corporate
affiliates, or subsidiaries, or in any way related to
t he John F. Lehman & Conpany from being involved in the
i nvest ment of the nucl ear decomm ssioning trust funds in
the low | evel fund, the 5407

A | -- I don't know of anything that ever
addressed anything related to John F. Lehman & Conpany.
It's certainly not an investor in the -- the nucl ear
deconm ssi oni ng trust.

Q Yeah. What | amtrying to ask is, you know,
I's the organization and the -- or any of the nenbers of

the organi zation that is found on the OPC Exhibit 13 at
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1 page 34 or 35 that has the oval, are those -- those

2 folks involved in conpanies that potentially could be
3 the investnment advisor to the low level $540 mllion

4  fund?

5 A W -- we asked that question of J.F. Lehman,
6 and got a response that, no, to the best of their

7 know edge, they have no nexus or connection to anyone or
8 anything related to this transaction in any way, other
9 than NorthStar

10 Q So would you be willing to conmt that in

11 exercising the contractual ability that you have, that
12 you woul d not select investnent advisors that have any
13 relationship in any way, shape or formto the Lehman
14  conpanies, or any of their affiliates or subsidiaries,

15 or any of the folks that are listed in this exhibit?

16 A W woul d certainly be anenabl e to sonet hing
17 like that that makes sense, you know, as long as if the
18 investnent advisor also provides services to a J.F.

19 Lehman conpany in Tinbuktu, you know, | don't -- you

20 know, there is only so many investnent advisors that

21 are -- are suitable for this type of situation, but we
22 would certainly be anenable to sonething in that regard.
23 Q Yeah. Ckay.

24 And the Conmm ssion, | guess if they so

25 desired, they could probably make that a condition of
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1 approving the deal, wouldn't you think that woul d be
2 possible?
3 A | -- I -- 1 don't know how t he Conm ssion
4 works explicitly, but I am assum ng they coul d make such
5 a requirenent.
6 MR. MOYLE: Ckay, M. Chairman, | know you
7 said you wanted to plow along until 12:15. | am--
8 | can take a break now. | do have sone further
9 gquestions, not a ton, but it mght be a good -- a
10 good point for -- for lunch. You had nentioned you
11 are a bit hungry, so | defer to you.
12 CHAI RVAN CLARK: That was yesterday | was
13 hungry, M. Myle. Today | just have |unch
14 schedul ed for 12:15.
15 MR, MOYLE: Al right. | amsorry.
16 CHAl RVAN CLARK: Yeah, we will go ahead -- we
17 wi |l go ahead and call a break at this point,
18 because before Ms. Triplett does redirect, we also
19 have Comm ssion questions, so this may take a
20 little bit longer than | expected. So we are going
21 to black for exactly one hour. Be back at 1:15.
22 Thanks, guys.
23 MR. MOYLE: Thank you.
24 (Lunch recess.)
25 CHAI RMAN CLARK: Al right. W are going to
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1 go ahead and get started.
2 M. Myle, you still have the witness. The
3 W t ness has been sworn in, so it's over to you.
4 MR, MOYLE: Thank -- thank you, M. Chairman.
5 BY MR MOYLE:
6 Q W were -- we were -- before we took a break,
7 we were tal king about the -- the two trusts that, |
8 think we agreed to call themthe |low |l evel trust and the
9 spent fuel trust, and | just want to go back and -- and
10 rmake sure that | amclear as to your understandi ng of
11 those trusts and what nonies are going to be used for
12 what. So let's -- let's talk about the -- the | ow | evel
13 trust first. And it mght be easier if | just say,
14 here's what | think it does, and you say, yeah, you are
15 right, or you are right except.
16 So low |l evel trust, upon closing, 540 million
17 is going to cone out of that, and it's going to go into
18 this lowlevel trust, is that right?
19 A Yeah, 540 million conmes out of the existing
20 trust account an goes into the subaccount, the | ow | evel
21 trust, as you are describing it.
22 Q (kay. And then that -- | nean, you don't --
23 you don't have -- you don't have really concerns, do
24 you, about Duke's credit worthiness, or ability to -- to
25 pay you for your -- your work as we sit here today?
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1 A | wouldn't say | have any specific concerns,
2 but, you know, as a counter-party of a half-a-billion-
3 dollar contract, | am-- | am-- you know, | feel better

4 that the funding is actually set aside to pay ne.
5 Q Yeah. Have you | ooked at, |ike, Duke's credit

6 rating by Fitch, Standard & Poor's, Mbody's?

7 A We woul d have done that as part of a credit

8 risk assessnment. | did not do that personally.

9 Q kay. Wuuld -- would -- would you do this

10 deal if -- if you didn't have the access with the nonies

11  being put in the lowlevel trust, if Duke just said

12 good, we are good, we wll sign a contract. You know,
13 we don't -- we don't default on our contracts, we wll
14 just pay you the -- the noney per the schedul e of val ues
15 as -- as they arise; would that be a deal killer?

16 A It wouldn't necessarily be a deal killer, but
17 it would be a different risk profile, and it nmay change

18 our pricing.

19 Q Do you have an understandi ng about how this

20 trust cane into being in the first place?

21 A | believe it's like nost, if not all, nuclear
22 decommi ssioning trusts. It was accrued over sone

23 decades one m Il per kilowatt, or sone agreed upon

24  anmount being taken out of nonies that were being paid in

25 by ratepayers.
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1 Q kay. So if | use a couple of trust ternms,

2 wll you be confortable with that?

3 A Probably. | -- try ne.

4 Q Ckay. You woul d agree that the grantor of the
5 funds for the trust are ratepayers, client's |ike

6 M. Brews, and the FIPUG nenbers, and all the

7 residential nmenbers of Duke, right?

8 A | -- | believe that's correct. Again, | don't
9 know specifically the history here. This goes back to
10 when it was, | believe, Florida Power Corporation, when

11 it was built. So | think what you are indicating is

12 correct.

13 Q Okay. And then with respect to the entity

14  hol ding the noney to nmake sure that the noney is

15 prudently held and invested, who is that?

16 A | amnot sure. | believe it's WI mngton

17 Trust or it may be Bank of New York, one of those two

18 specifically the trustee.

19 Q Okay. But they act at the direction of -- of
20 Duke Energy Florida as | understand it. |Is that

21  consistent with your understandi ng?

22 A | believe they would act at the direction of
23 an investnent advisor, who would probably take direction
24  fromDuke. | don't know specifically how Duke manages
25 that relationship.
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1 Q Yeah. Right. But -- but Duke has coll ected
2 that noney by putting charges on bills sent to custoners
3 and collected the noney, and Duke has a role in -- in
4 managi ng that noney as we sit here today, does it not?
5 A Yes. And they will have the sane rol e going
6 forward. Duke will make all decisions in terns of the
7 trust. W can make suggestions, reconmendati ons,
8 requests, but ultimtely, Duke will always nake all of
9 those deci sions.
10 Q And now we are speaki ng about the |ow | evel
11 trust, the 540, is it that right?
12 A | think we are speaking about the -- yeah.
13 Well, | think Duke has that authority over the entire
14  trust account, including the subaccount we are talking
15 about as the |l ow | evel account.
16 Q Okay. And woul d your answer be the sanme with
17 respect to the authority with -- with regard to the
18 spent fuel trust?
19 A The -- yeah, | nean, | would call that the
20  renmminder trust, but | believe they would have authority
21  over that trust as well. [It's all part of the current
22 single trust that | believe exists.
23 Q kay. And -- and howis it that you
24  understand there m ght be sone nobney com ng back to
25 ratepayers at sone point in this transaction?
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A Well, | believe that the -- the conbi ned funds
that -- that nake up what you calmthe | ow | evel and
spent fuel trust, the current existing trust, you or one
of the others indicated that noney exceeds the $540
mllion, and so whatever is in the excess, in what's
being called the spent fuel trust, at sonme point would
be released to -- to be returned to the -- the
rat epayers.

Q Yeah. Let ne ask you this: If -- if today

there were, after that 540 cones out, there was

100,000 -- | am-- | amsorry, $100 mllion, give or
take, in that remainder trust, or I wll call it the,
you know, the spent fuel trust, you could -- you could

probably do a net present val ue cal cul ati on and t hen,
you know, give sone of that noney back to ratepayers

today, couldn't you, assum ng, you could deal with any

I ssues -- |legal issues that existed?
A Again, | don't -- | don't know what
restrictions there are. | do knowthat if you -- if you

use noney, or take noney out of the trust and it's not
used for deconm ssioni ng expenses, that you will -- wll
you break the trust essentially. The IRS wil|
disqualify the trust, and it will create a tax
obligation. So theoretically, you could do that, but

It's going to be a lot | ess noney than exists in that
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1 trust today until the plan is fully decomm ssi oned.
2 Q Yeah, but at the end of your work here, when
3 there is noney left over in the trust, | think it's

4 close to maybe 300 mllion, and you are saying the plan

5 isis toreturn that to the custoners, right?
6 A At some point | understand that that would
7 likely be returned to custoners. | don't know what

8 Duke's intentions are in that regard.
9 Q And you don't have any information that that
10 would blow the qualified basis of the -- of the trust,

11 getting noney back to the ratepayers, do you?

12 A Vll, | think it still does, because the part
13 50 license still exists as it relates to the | SFSI, and
14 until the ISFSI is decomm ssioned, it's still a part 50
15 license under the NRC s purview.

16 Q So tell nme the year when you, based on your

17 understanding of this deal, that ratepayers would see

18 sone noney com ng back?

19 A Vel |1, based on the presunption that DCE

20 renoves the fuel by 2037, that would be the point in

21 time where the conplete license termnation is done, and
22 that's the -- the tine at which this noney could be

23 released and not be subject to adverse tax taxation.

24 Q As | nentioned, we are going to have sone

25 di scussions about this Exhibit 6C, as in cat. And
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1 that's OPC s exhibit, you were asked sone questions
2 about it earlier.
3 A Yes --
4 Q Yeah, are you there?
5 A Yeah, | amopening it. Yes.
6 Q Okay. | assune that since -- | understand
7 this exhibit conprises the transaction in toto, that you
8 would be confortable answering questions on these
9 docunments?
10 A Yes, to the extent | have know edge of the
11  specifics, | am happy to.
12 Q kay. Let's go to --
13 MR, MOYLE: Dianne, am| correct that in this
14 docunent, anything that's yell ow you are claimng
15 is confidential, and then anything that's not
16 yellow | can tal k about?
17 M5. TRIPLETT: Yes, sir. That's correct.
18 BY MR MOYLE:
19 Q kay. Let's goto -- | have it as page 264 of
20 597, and just tell nme when you are there.
21 A | s that Exhibit M
22 Q Yes, sir.
23 A Yeah, | amthere.
24 Q Ckay. What is this docunent?
25 A Form of | SFSI Deconm ssioni ng Trust Agreenent.
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1 Q kay. And up at the right-hand corner, it
2 says execution copy, what does that designate?

3 A It designates that this should be the fina
4 version of this agreenent that was negotiated by the
5 parties and avail able, or subject to execution.

6 Q And what is -- is the CR3 | SFSI

7 deconm ssioning trust agreenent, that's what we have

8 been calling the remainder trust, or the spent fue

9 trust?

10 A | believe that's correct. Yeah, that's for
11 SF1.

12 Q Al right. So | amgoing to just wal k you

13  through sonme provisions of this docunent if | could.
14 A Ckay.

15 Q What is easier for you with respect to page
16 references, at the top or the botton?

17 A The easiest thing for ne is the page nunber

18 out of 597.

19 Q Ckay.

20 A | can just click to that.

21 Q Ckay. So let's start with 268.

22 A Ckay.

23 Q And this is a trust agreenent. Just as a

24 general rule, tell us what your understandi ng of the

25 trust agreenent is.
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1 A It's an agreenent between two parties. You
2 know, generally speaking, there is sone assets in the
3 trust, and it defines what the roles, responsibilities
4 and rights are of the parties involved.
5 Q And it can be nore than two parties, can it
6 not?
7 A It can be -- yeah, it can be nore than two
8 parties.
9 Q Al right. But in this case, we only have it
10 being between two parties, correct?
11 A It's between ADP SF1, LLC, and bl ank, a
12 t rust ee.
13 Q Al right. And -- and so that the record is
14 clear, the SF1 is the sanme entity that we identified
15 previously on that organi zation chart as -- as the ADP
16 SF1, LLC, correct?
17 A Correct.
18 Q kay. The -- the plan with the nonies that
19 are in this trust, right, what -- what's going to
20 happen -- what's your understanding of what's going to
21  happen to then? Are they going to be used for dealing
22 with the spent fuel rods and all of that, or -- or -- or
23  no?
24 A | have to look at this and understand what it
25 was set up for.
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1 Q | nmean, | thought people were saying, hey, the
2 spent fuel rods are going to be handled with the nonies

3 comng fromDOE, suggested that earlier.

4 A | think the trust, as | recall, if you recal
5 inny testinony this norning, |I don't know -- | don't
6 know that it was you asking. | think it was soneone
7 else -- but whether there was any nonies in the $853
8 mllion total that m ght not be -- generate avail abl e

9 margin, or sonething to that effect. And | said, yeah
10 there is a couple of itens in there that -- that may

11 have sone obligations, or would be related to

12 deconmm ssi oni ng, and one of those in there is the

13 decomm ssioning of the I SFSI itself.

14 And | would have to -- | would have to say |
15 recall this elenment of this transaction, but | don't

16 recall the specific structure of this agreenent, and |
17 believe it has sonething to do wth the deconm ssioning
18 of the ISFSI facility and the final |icense term nation
19 at the site.

20 Q Al right. Well, let me just tell you, you
21 know, | -- | read it as not being limted in that way,
22 and specifically if you go to page 270 of 597, there is
23 a definition of -- of decomm ssioned and

24 decomm ssioning. And it says, it neans the

25 dismantlenent and renoval of the structures and any
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1 reduction or renoval of radioactivity at the CRC

2 facility and the NRC licensed site to a | evel that

3 permts the release of all and any specified portion of

4 the NRC Ilicense site consistent with the radiol ogi cal

5 criteria for license termnation specified in NRC -- by

6 the NRCin 10 CFR Section 20.1402 for unrestricted use.

7 Did | read that right?

8 A Yeah, | believe that's correct.

9 Q And you would agree, that's not limting --
10 limting the use of these nonies to just spent nucl ear
11 fuel items, correct?

12 A Again, it -- it may be related to

13 dismantl enent of the -- the actual structures that are
14 part of the |SFSI.

15 Q Yeah, | didn't see that in here. Let nme nove
16 on to another section.

17 This is -- goto, if you would, page 279 of
18  597.

19 A Ckay.

20 Q kay. You see 5.02, Distribution of |SFSI

21  Decommi ssioning Trust Upon Term nation?

22 A Yes.

23 Q | amgoing to -- | amgoing to read the first
24 sentence. That wll give you a chance to read it

25 while -- while | amdoing it.
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1 Upon term nation of this |ISFSI Decommi ssi oni ng
2 Trust at the discretion of SF1 pursuant to authorized

3 instructions, the trustee shall liquidate the assets of
4 the I SFSI Decomm ssioning Trust and distribute them

5 paren, including accrued accunul ated and undi stri but ed

6 net inconme, close paren, unless otherw se determ ned,

7 ordered or required by any governnental authority with

8 jurisdiction over the CR-3 facility to SFI

9 Did | get that right?

10 A Yeah.

11 Q Al right. So you would agree that that

12 | anguage says the nonies out of this trust fund go to

13 the conpany that you are the CEO of at the end of the
14 day, unless there is a governnental entity that says

15 otherw se, correct?

16 A That's right. Yeah, I -- | do recall now why
17 this construct exists.

18 We actually fund this trust. So it's our

19 noney all along, and it's nonies to support the

20 decommi ssioning of the of |SFSI.

21 When we have been tal king about trusts, we've
22 been talking -- I -- |1 wll say I was confused as to

23 your description of the various trusts, and we were

24  tal king about the spent fuel trust earlier this norning.

25 | thought you were tal king about what | refer to as the
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1 remai nder trust, which is the excess noney, the hundred
2 mllion, or whatever you described it to be, that's in
3 the existing trust. And so it's -- it's a different --
4 we -- we have been tal king about different things for
5 some tinme now.
6 Q Al right. So -- so is what you are saying
7 that the -- the docunent that we are | ooking at, and we
8 just agreed that it was this spent fuel trust, or the
9 ISFSI trust, that that's another trust now, that that's
10 not -- that's not the remainder trust and it's not the
11 |l ow |l evel trust, this was a different trust agreenent?
12 A Yeah. There is a trust agreenent -- a
13  subaccount or trust agreenent, if you want to call it
14 that. It really is the subaccount in the existing trust
15 that pays for the deconm ssioning, and this is a trust
16 being set up to accunulate funds that will be used for
17  the ultimte decomm ssioning of the spent fuel
18 installation.
19 The third account, or, you know, what's part
20 of the original trust today is what | call the renainder
21 trust, and it's the noney that is in excess of the 540
22 mllion that we are being paid that's in the trust as it
23 currently exists today.
24 Q Yeah. \Where is the trust agreenent for the
25 remainder trust?
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A | believe that would just be the existing
trust agreenents, which Duke woul d have.

Q Yeah. | don't know -- did you listen to the
deposition M. Hobbs, the rebuttal deposition | took
| ast week or the week --

A No, | didn't.

Q You did not?

A No, | didn't. No.

Q W will talk with hima little bit later. |
don't know, he may be on the phone now, but |I'mpretty
sure he said there is going to be subaccounts,
subtrusts, so | amnot real clear about all these -- al

these trusts, and the docunent that's attached to your

deal, | nmean, where does it say how this trust is
f unded?

A | assune it's probably described in the DSA,
but I don't recall where we -- we got into the specifics
of that.

Q Do you see the -- the definition of the -- of
the trust that the -- what's the acronym the IF --
| SFS1 Deconmi ssi oni ng Trust Agreenent?

A Yeah. | ndependent Spent Fuel Storage
Installation. So, yeah, we have been -- we have been
tal king about -- | amsorry, but we have been tal king

about different things for sone tine.
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1 | -- I didn't know what you neant when you

2 said you wanted to call sonething the spent fuel trust,
3 that you were referring to this. And this is a trust

4 that we put noney into to manage the essentially working

5 capital needs and ultimate decomm ssioning of the spent

6 fuel installation. 1t's our noney fromthe begi nning.
7 Q Ckay. How nuch are you putting in?
8 A Well, we are funding, | know at cl osing, about

9 three-and-a-half mllion. And then | don't recall what

10 specifically we've got intended to fund beyond that.

11 Q kay. M. Rehwi nkel directed you to sone

12 docunents related to, he said non-recourse. And -- and

13 ny understandi ng of non-recourse is it nmeans that if

14  somet hing goes -- goes wong, there is no ability for

15 soneone to reach up and cone after a related party if --
16 if they are the beneficiary of non-recourse |anguage; is

17  that your understandi ng?

18 A | that | that would be generally correct, yes.
19 Q Ckay. So back on this org chart.

20 A Yes.

21 Q Can you -- can you draw a line, or tell us

22 where the non-recourse division is, please?

23 A That's Exhibit 13, page 24.
24 Q 342
25 A Page 34, okay.
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1 Q Yeah, 34 to 35.
2 A Well, I -- | have to say -- so that the
3 non-recourse |language in the DSA applies to affiliates.
4 The -- | believe that the DSA |level of -- that the
5 non-recourse | anguage would apply to is going to be
6 above any naned parties. So we woul d have to go back
7 and | ook at that agreenent and see which parties are
8 naned, but those are the parties that there would be --
9 that recourse could be taken against, and others that
10 are not nanmed, such as affiliates, would be those that
11  cannot be -- that would be beneficiaries of the
12 non-recourse | anguage.
13 Q Ckay. | assune recourse could be taken
14 against the -- the two single purpose LLCs?
15 A | believe that's true. Yes.
16 Q Yeah. Do you know, how many enpl oyees do
17 those entities have?
18 A Today, those enpl oyees don't have any
19 enpl oyees -- those entities don't have any enpl oyees.
20 Q kay. Could recourse be taken agai nst the
21 Accel erated Decomm ssioning Partners, LLC, which is the
22 joint venture?
23 A Agai n, you would have to | ook at the -- at the
24  docunent. | believe that ADP is party to that docunent,
25 and recourse could be taken against it.
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1 Q kay. How many enpl oyees does -- does it
2  have?

3 A Today, ADP probably has no enpl oyees.

4 Q Ckay. Going up where the line splits,

5 25 percent, 75 percent, could recourse be taken agai nst
6 either Orano Deconm ssioning Hol dings or NorthStar G oup
7 Services, Inc.?

8 A And here is where | would say we need to refer
9 to the docunent and see specifically what it says about
10 that. | don't recall if -- if those two entities are

11 included in those that would be subject to any type of
12 recourse.

13 Q Yeah. | assunme those two entities have nore
14 assets than the three entities below that don't have any
15 enpl oyees, is that right?

16 A Yeah. The three entities below are sinply not
17  popul at ed today because they are not bei ng used, so,

18 vyes, there would certainly be nore assets above there.
19 Q Okay. Well, this is an inportant question,

20  maybe you would just refresh yourself with the docunents
21 and tell me whether recourse could -- could be taken

22 against -- against Orano Deconmm ssioni ng Hol di ngs, LLC,
23 and NorthStar G oup Services, Inc.?

24 A Ckay. | amhappy to do that. Can you give ne

25 a Bat es nunber?
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1 Q Well, you know, you -- you have the docunent.
2 | don't -- | don't know. | have been | ooking at the
3 docunent. It's 500 pages. | amnewer to it than you

4 are, so maybe Ms. Triplett can help us, or sonebody

5 else.

6 M5. TRIPLETT: You are referring to the -- is
7 It the parent guarantee formof exhibit? 1 think
8 it would be --

9 MR, MOYLE: | am just asking whether there

10 woul d be recourse -- not the parent guarantee, but
11 whet her there woul d be recourse agai nst the

12 corporate entity. Following up on his discussion
13 with M. Rehw nkel about non-recourse.

14 M5. TRIPLETT: Al right. | believe that

15 | anguage appears in the form of a parent guarantee,
16 whi ch was an exhibit to the DSA. | don't -- |

17 didn't have his list of questions because they

18 weren't ny questions, but | don't know, M. State,
19 does that help you? It mght be an exhibit --

20 THE WTNESS: Yeah, | just don't know -- |

21 don't know which docunent it's in, or what page

22 it"sin. | will -- 1 amhappy to answer any

23 questi ons.

24 (Multiple speakers.)

25 BY MR MOYLE:
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1
2 recou
3 there.
4

5 the passage that it's in.

Q | just want somebody to say, yes, there is

rse there, or to say, no, there is not recourse

A And | am happy to tell you that if I can find

6 (Multiple speakers.)

7 M5. TRIPLETT: If you give nme just one mnute,

8 | think I can help -- let ne see if | can help.

9 Hol d on.

10 Thank you, M. Chair.

11 | believe, M. State, it's Exhibit 6 Charlie,
12 page 120. And, M. State, that's not the recourse
13 | anguage, you probably need to go a few pages

14 earlier to refresh yourself of what the context of
15 thi s | anguage appeared in.

16 THE WTNESS: Okay. GCkay. Al right. So in
17 reading this provision 15, | guess | would say that
18 the non-recourse applies to any forner, current,

19 future equity holders, controlling persons,

20 directors, officers, enployees, agents, affiliates
21 ot her than the contractor or buyer, which would be
22 ADP, nenbers, nmanagers, general or |imted partners
23 or representatives of guarantor.

24 In reading that provision, | think the answer
25 to your question is that the -- the non-recourse
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1 nature of the contract defines anything above ADP
2 as being provided this non-recourse coverage.

3 BY MR MOYLE:

4 Q Ckay. Thank you for that.

5 Just so the record is clear, where -- where
6 were you reading fronf

7 A It is page six of nine in Exhibit B attached

8 to the DSA. It is page 120 of 597 in the Exhibit 6C.

9 Q Ckay. Thank you.
10 So if things go south, or go wong, then
11 the -- Duke would -- would be able to look to the three

12 entities at the -- at the bottomof this sinplified
13 organization chart who -- or this newWy created

14 corporate entity point, is that fair?

15 A Yes.

16 Q kay. Let ne -- let ne just go to page 64 of
17  5977?

18 A Ckay.

19 Q This is -- at the bottom 9.4, do you see

20 t hat ?

21 A Were are you?

22 Q It's -- it's 9.4, and this is on page -- on

23 the docunent itself, it says 58, at the top right hand,
24 it says page 64 --

25 A Yes.
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1 Q -- of b97.
2 A | see that, yes.
3 Q And it -- it looks -- it's entitled
4  mai ntenance of | SFSI Decomm ssioning Trust, do you see
5 that?
6 A Yes.
7 Q Al'l right. And just to nmake sure we are not
8 tal king past each other, is this the -- is this the
9 trust with, you know, the hundred -- the hundred
10 mllion, or is this the trust that, you know, you al
11  are funding?
12 A It's the trust that we are funding.
13 Q kay. Do you know what the -- what the
14 requirenents are that are referenced in the second and
15 third line?
16 A Yes. The requirenents under 10 CFR 72, the
17  financial assurance for decomm ssioning of the |ISFSI.
18 The renoval of the facility essentially when the fuel
19 has been renoved.
20 Q Yeah. And that provision would apply to, you
21 know, | think you said $3 mllion, a $3 m | lion nunber?
22 A Yeah, our initial funding is a little under
23 three-and-a-half mllion, | believe, and we have
24 calculated that it grows to sone |level by the tine that
25 facility needs to be decomm ssioned, and we woul d
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1 denonstrate on an annual basis to the NRC that there is
2 sufficient funding avail able to deconm ssion the | SFSI.
3 Q Ckay. Lawyers oftentinmes are -- are paid to
4 think about worst-case scenarios and -- and cone up with
5 those and get advice related to those. So | want to --
6 | want to go down a worst-case scenario path with you if
7 1 --if | could, but before | do that, | want to -- |
8 want to give you a chance to tell ne your |evel of
9 confidence that this project will go as presented to the
10  Commi ssion and as pl anned.
11 If -- if -- could you quantify that? Can you
12 say, hey, | think on a one to 10, you know, we're at a
13 10, or | think naybe it's a maybe it's a six or, you
14  know, a percentage? | amjust trying to gauge -- gauge
15 your level of confidence that things will go as -- as
16 you set out in the filings, in your testinony and as you
17 are representing to the Comm ssion.
18 A Yeah, from ny perspective, on a scale of one
19 to 10, this is about a 9.09.
20 Q Okay. Thank -- thank you for that.
21 Let me -- let me go through the worst-case
22 scenario. Do you assune that escalation, an inflation
23 escalation rate for this project?
24 A Yes.
25 Q What -- what is it?
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1 A | can't tell you that.
2 Q (kay. So how about if your counsel -- | nean,
3 there is a few ways we can handle this. You can text ne
4 the nunber and then | wll have it and can -- can go and
5 ask questions. | think that's probably easiest, rather
6 than trying to clear the Comm ssion room and get all
7 wound up in that. How about -- how about if we handle
8 it that way?
9 M5. TRIPLETT: M. Chair, | think that I would
10 ask M. State if there is a place perhaps in the
11 DSA that we can point to w thout verbalizing that
12 nunber, but if not, we mght need to take a break
13 SO we --
14 THE WTNESS: Look, | don't believe that we
15 have ever indicated to anyone what escal ati on we
16 assumed. This is a fixed price contract, and we
17 bear the risk of cost escalation and we bear the
18 risk of rate of return on the -- the ISFSI -- | am
19 sorry, the trust fund, the $540 nmillion. But the
20 assunptions of what we would nake related to
21 escal ation are proprietary. W wouldn't typically
22 di scl ose those to anyone.
23 BY MR MOYLE:
24 Q Yeah, you disclosed a lot of stuff that are
25 confidential. | have no interest in it other than
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1 knowing what it is, and then | am going to conpare that
2 to the estimated -- what you expect the return on the
3 540 mllion fund to be.
4 That's what | want to do with it. | don't
5 think that -- it's not going to be sonething that the |
6 wll divulge to anybody. W are a confidentiality
7 agreenment. | -- | think we have done this before in a
8 hearing roomwhere sonebody just wites the nunber on a
9 piece of paper, and |I say, okay, how does this nunber
10 conpare to that? 1Is it greater, |ower than?
11 So |l am-- that's where | amtrying to go with
12 It for the wtness' hopeful confort, and also for the --
13 for the confort of the Conm ssion.
14 A How about this, it's greater than one and | ess
15 than five.
16 CHAI RVAN CLARK: So, M. Slate, if thisis a
17 nunber -- if | understand the questioning right
18 here, you are -- you are asking for, in the
19 wor st - case scenario, what factor of inflation have
20 you calculate intoed it. | fail to understand
21 where that nunber woul d appear, M. Myle, in a
22 docunent. | nean, did you run a -- | don't recall
23 a worst-case scenario docunent in here. That's
24 where a high rate of inflation would actually cone
25 into play. Am |1 mssing sonething here?
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1 MR MOYLE: Wll, thereis a -- there is a
2 docunent that is a discovery docunent, | don't
3 think this is confidential, that -- that has an
4 escalation rate onit. And | amreferencing staff
5 heari ng exhibit, it's -- the page nunber 0027. And
6 it's --
7 D anne, if you want to go there, | don't want
8 to blurt sonmething out that's confidential, but it
9 says: The escalation rate of -- blank -- used for
10 all years of escal ated DEF owner costs in
11 Exhibit -- you know, page nine of 12 was obtai ned
12 fromthe financial escal ation analysis prepared by
13 TLG Services in 2018.
14 CHAI RMAN CLARK: M. Myl e, can you give ne
15 t hat docunment nunber again? Were did --
16 MR, MOYLE: Chair, this is fromstaff -- it's
17 a staff hearing exhibit. It's the response to
18 di scovery. | think the easiest way -- at |east the
19 easiest way for ne to find it was other exhibits
20 are nunbered, and this is page 27 on the bottom
21 ri ght-hand si de.
22 MR HETRICK: Suzanne --
23 M5. HELTON:. M. Myle, what -- what exhibit
24 nunber, staff exhibit nunber?
25 CHAI RMAN CLARK: We have ours nunbered by
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1 exhi bit number, M. Myl e.
2 MR. MOYLE: | don't have that.
3 CHAI RMAN CLARK: Ckay. W think we've got it.
4 Nunber 22?
5 M5. BROMNLESS: Staff Exhibit 22.
6 CHAI RVAN CLARK: Staff Exhibit No. 22, refer
7 to page nunber 27, is that right? Is this a
8 confidential docunent, Ms. Brownl ess?
9 MR, HETRI CK: You have for use your
10 m cr ophone.
11 MS. BROMNLESS: Jon, let's be clear here. Are
12 you tal ki ng about what's been identified on
13 conposite exhibit list as Staff's No. 22 -- as
14 Staff's Exhibit No. 22, is that correct?
15 MR MOYLE: | think that's right, Suzanne.
16 M5. BROWNLESS: And the Bates nunber on that
17 exhibit is what? The Bates nunber.
18 MR. MOYLE: What | have is 00027.
19 M5. BROMLESS: Okay.
20 MR, MOYLE: And at the top, it says: License
21 Term nati on, Spent Fuel Managenent. There is a
22 nunber that is the sanme nunber throughout the year
23 2019 t hrough 2038.
24 M5. TRIPLETT: And, M. Chair, | have that,
25 and | would just note if we go to the previous
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1 page, this is a question and answer about Duke
2 Energy Florida's owner's costs. The question M.
3 Moyl e was aski ng was about NorthStar's estinate.
4 CHAI RVAN CLARK: Correct.
5 MR, MOYLE: That's right. And | amj ust
6 trying to find a creative way to get nore -- better
7 than one and five, and | -- and | -- if thisis a
8 nonconfi dential nunber, then | am going to say,
9 hey, you know, this is this nunber and are you
10 above that nunber or bel ow that nunber?
11 CHAI RMAN CLARK:  And | think Ms. Triplett's
12 point is that the two nunbers are not rel ated.
13 This is Duke Energy's nunber, and what you are
14 asking for is a nunber that NorthStar woul d have
15 devel oped in a worst-case scenario with an
16 inflation factor into their cal cul ati ons.
17 M. Slate -- State, is that nunber -- is that
18 docunent in here anywhere, to your know edge?
19 THE WTNESS: The -- the nunber -- our -- our
20 escal ati on?
21 CHAI RVAN CLARK:  Yes.
22 THE WTNESS: That's -- no. That -- that
23 nunber is highly confidential, and -- and it's --
24 | -- that's not a nunber we are going to disclose
25 to anybody unless we are absolutely forced to.
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11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

And let ne explain a little bit why -- let ne
do a couple of things here.

The docunent that M. Myle is referring to,

t he Duke docunent, | believe is a docunent filed
with the NRC. And it has predefined assunptions
about escal ations and return on investnents that
owners of reactors can assune. And the basic

prem se isS you can assune you are going to earn two
percent higher yield on your trust fund than
escal ati on.

| can tell you, we don't nmke that assunption.
We assune today, in today's world, rates of return
are under one percent, because these funds are
invested in primarily in treasuries or Triple A
credits. So it's a very lowrate of return, and we
assunme escal ation is what one would typically
assune in the construction industry for escal ation
on costs.

Now, I -- | will say this: The reason | am
not going to disclose what our escalation is is
because it's different than anyone else's. It's a
conpetitive issue. W self-performall of this
work. No one else in the country does. No one
el se even cones cl ose, and as such, we own all the

means of production. W own all the equipnent. W
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1 own the disposal facility where the material goes.
2 So we control 90 of the escalation in the job. The
3 only thing we don't control is escalation in |abor
4 costs. And we've got a pretty good idea what the
5 | abor costs in this sector. W've been doi ng work,
6 this kind of work for 30 plus years, and so we
7 measure and -- and use our escalation rate for that
8 specific to our -- our own business and data that
9 we track and cal cul ate and accunul ate, and that's
10 proprietary. That's information that gives us a

11 conpetitive advantage, and -- and we don't discl ose
12 t hat.

13 CHAl RVAN CLARK: | agree. Let's nove on.

14 (Transcript continues in sequence in Vol une

15  3.)

16

17

18

19

20

21

22

23

24

25
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