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Challenges Facing LWR SMRs

B Business prospects predicated on (at least) three premises:

® Significant investment needed to reach commercialization
— DOE SMR licensing support program

B Will SMRs have a market appeal to power producers?
— Risk management
— Electricity production cost

B Can the plants be built cheaply enough?
— Factory fabrication - economies of replication > economies of scale?

— Need a factory to make the price attractive, need an attractive price to
produce the orders to warrant building the factory
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M Facilitate and accelerate commercial development and
deployment of U.S.-based SMR designs at domestic locations
— Supporting design certification and licensing, not construction
5 year/$452 M program
H Up to 2 SMR designs, consistent with FY12 budget

B FY12 Conference Report dictated that DOE should consider any
SMR that can be “deployed expeditiously”

H Events in Japan have prompted additional emphasis on safety
of SMR designs in selection process
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SMRs may be well-suited to replace older coal-fired plants that may not
be economical as environmental regulations evolve
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W “Typical” nuclear company: gz TETTIERESLS
~ $138 por year revenues EiLIIEIEIE

- $14 B outstanding debt ARREHIL

- $41Bassets ZEREEE

— $19 B market capitalization ?E EE % s 1223 :2‘55 2
Fortune 500 list E RRRARE

B Large nuclear power plant Eio o teraigiy
(~$10 B) a difficult challenge S EEa R

H Moody’s 2009:

— “We view new nuclear generation plants as a ‘bet the farm’ endeavor for
most companies, due to the size of the investment and length of time
needed to build a nuclear power facility.”

— Utilities should consider partnering with larger energy companies
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Financial Risk and Project Size
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Potential for Learning
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Nuclear Energy SMRs Become Competitive Through Learning

SMR first movers more expensive than fossil fuel options, but learning
and factory fabrication drives down the cost as more units are built

$/MWh
/ Average expected electricity price from SMRs
$100 -~
Uncertainty range of
electricity cost from
natural gas plants
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Clean Energy Standards
Cap and Trade

Carbon Tax

FedCorp B
Loan Guarantees _
Production Credits B =
Investment Credits _
Manufacturing Credits _

SMRs Deployed
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Nuclear Energy Uncertainties in Economic Evolution
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Conclusion

B SMRs may open nuclear power to broader markets in the U.S.

H Learning in factory setting opens a significant opportunity for
SMRs

H Four-phased strategy to deploy a fleet of SMRs

— The appropriate policies will need to be calibrated at each stage of
development

— Strategy will require re-evaluation as we learn more about the
economics
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