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'for the Indian Point Station ‘Unit No. 1.

UNITED STATES oF AMERICA ;:{Aj"/gjzﬁ

ATOMEC ENERGY COMMISSION

In the Matter of _ locket No. 50-2&7 8
CONSOLIDATED EDISON COMPANY

On Application for License "
OF NEW YORK, INC. _ ‘

Nt St sl st o

TESTIMONY OF CHARIES A, LOVEJOY ‘ T S 0
OFFICE OF THE CONTROLLER, AEC I

My fiame is Charles A. Lovejoy. I live at 9205 Wadsworth Drive, Bethesda, ;3>,C

Maryland,

I am a graduate of Benjamin Franklin University with a MCS Degree in:'-

Accounting.

From 1933 to 19kl I filled a variety oanccounting and auditing'posifionsl ff-lf;?
with the U. S. Government. l was Controller of the United Services‘lifev;“a%C‘
Insurance Company for two years befomebentering the’military sefyice.in y

1943, Afier discharge from the Afmy,-Ivserved for seven years in yafious

staff and supervisory positions in the audit and'accounting diyisions of

the Reconstruction Finance Corporation where my duties included financial

analyses and review of the operations of borrowing institutions.

Since 1953, I have been a staff accountant in the Office of the Controller

of'the Atomic Energy Commission. - My duties include the preparation-of

'financial analyses of firms applying for special nuclear mEterial, facility vf;‘

licenses, and construction permits. I have appeared as the financial witness
for the AEC ‘staff in hearings on ‘the applications for Class 1oh licenses held

over the past several years, including Consolidated ‘Fdison Company s applicationf;g“
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b'.I have reviewed the'financial informatton presemtedrin'tme'epplicatiomfsmdhfv
amendments thereto of the Consolidated Edison Company for a permit to con-,{qun
st1uct a nuclear reactor with a net electrical capacity of approximately

873 megawatts (2 758 mwt) to be known as Unit No. 2 and located at thef
‘applicant t Indian P01nt Station, Westchester County, New York. Based on .
this 1nformation, includinu the 1965 and prev1ous annual reports of the Com-

., pany,'it is my opinion - hat ‘the Consolidated Edison. Company is f;nancwa 1y
qual‘fied'to construct the proposed facllxty, to assume responslbillty forf

payment of Comm1531on cherges for the quantities of specisl ruclear mater1a1s :J'

requested, and to undertske and carry out the proposed use of such materlals o

for & reasonable period of time. - : _ o L g{'wf-l‘ ;

My opinion is based upon the following facts and considerations:

1. Based upon Consolidated Edison's assumptions and schedule of fuel require- e
4'ments (computed on’ ‘an annual basis) contalned in Amendment No,’3, the fg LNy
- o '. Division of Nuclear Materials Managemevt has adv1sed me thet the maximum

unantity ‘of special nuclear material which the Company ney have ln 1ts ;@:'

v_dpossessrmn at sny‘ome tmme durlng the life of the zequested llcer“e
could be approximsteI&”MlSO kilograms of U~J35 Based unon‘the Commlt:ton sd!?_e
base prices currently in effect, and the maxlmum doliex value of this . |

.‘_material 18<approximately $34.3 million. The Div151on of Reactor Devel-lf;ﬁ

flopment and Technology‘has reviewed the fuel requlrements for the proposedtifi;fw;i

:"jtfgreahtom ‘aB. estimated ‘by ‘the applicant and states that the assumptlons R

t?and fuol~requ1rements calculated using ‘these assumptions and data%appearﬂgﬁg
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‘Coneolidated Ediaon plans to finance the construction of 1ts Indian
'Point No. 2 facility in the ordinary course of~business. That is,‘_f’

Q‘the necessary funds will be provided from cash on hand, revenues, o

nshort term bank loans or other interim arrangements as may be appro«‘

’priate,and sales of securities when, as, and if required. The‘Companyle‘7”‘x“

is soundly financed and has plentiful'resources at its commend. As_df B

Tts . ourrent Dun and Bradstreet credit ratinp 13 the hi;hest (AaAl)

and Moody's Investors Service’ (August 1965) rates the Company s

- mortgage bonds as As (High) or, for two issues, as Aaa,(Gilt;Edge);{_“

The Company has an excellent level offearnings.‘_0perating.revgnue$l

have steadily‘increesed over the past five yeans from‘$699.limiilion‘
‘in,lgéi’to $840.2 millien in 1965 orvao%. Tne;net eernings;;aftef :f?
taxes, have increased from $76.4 million to $111.8 million or us%’;yer
‘the same period. The volume of electricity sales to customefs.ée.eled E f"‘:“
U:steaﬁily rising, increaning from 20.2 billion kwh in 1961 to 25.3 \

billion kwh in lﬂ55’or 25%' The volume of gas.seles increased from:

”"uﬁ." Rillion cunxt feet in 1951 to 51.9 bill*o cubit feet in 196%.or

27% mnd the vclum of steam sales from £1.7 bill for. pounds in Lgﬁ’ o

- over 26.8 bxlllon pouuds in 196% or 23%. Consolldated Edison is thus
knperating Prom the excellene position of &n :ncreasmng volume and an ,
,"':finnreasLng,net profit I’ present demand containues or increases, lt .

.;ﬁs:reaaonable to assume that the above 1evel of. earnings V1+l contlune;.;*tf“i




'hf.retained earnings at December 31, 1965, totaled:$32l.7 million;_{;lh'

'-fnuclear property insurance to protect itself funancially against the loss '?if
f{for damage to AEC- owned spec1a1 nuclear material in its possession or und

";',isiits control for which it will bve financially responsible to the Commission

. -Consolidated Edison's net investment in its utility plant has increased

"uexpanded and modernized. In view of the magnitude- of Consolidated
‘Edison s resources,’ the strength of its financial position, and the ‘:~ ff

1 hiah regard held for its bond “issues, the financing of needed expan-'

"ratios and other pertinent data is attached as Appendix A, In brief

" of $668 6 million to operatinc revenues of $8h0 2 million is .796‘

-and on the stockholders' investment is 7..4%; *he number of times the

‘_interest on the-bonded ‘debt was earned is 2.Zrand the Company 8

P . . . o~

from $2 246 million in 1960 to $3 170 millioﬁ ‘in 1965 (hl%), providing

ample evidence that the Company’ 5 physical plant is being continually .i

sion over the next several years to meet 1ncreased customer demands

should not place undue financialvstrain on the Company.

The pertinent financial ratios computed from the financial data con-
tained in the 1956'Annual Report are satisfactory and indicate a strong‘

financial position. A copy of my financ1al analysis, reflecting these L

the ratio of the 1ong-term debt of $l 711.0 million to net utility

plant of $3, 169 5 million is .54; the ratio of stockholders' equlty

- of $1, 517.1 million to the total sssets of $3, 387.0 milllon is U455 .'

'the ratio (operatinv) of operating expenses, including income taxes,

the rate of earnings on the total 1nvestment in the Company is 5 0%

'fvThe applicant states that it w1ll purchase the appropriate and available
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- CONSOLIDATED EDISON COMPANY OF NEW .YORK
DOCKET NO, 50«;47

FINANCIAL ANALYSIS -

- Long-Term Debt

Utility Plant (net)
Ratio = Debt to Fixed Plant

Stockhotders' Equity
Total Assets
Proprletary_Ratlo

Net Income

Stockholders' Equity
Rate of Farnings on Stockholders
Investment

Net Income Befoie Interest

Liabilities and Capital

Rate of Earnings on Total Investment

- Net IncémelBefore Interest
. Interest on Long-Term Debt

No. of Times Fixed Charges Earned

Operating Expenses (including taxes)

‘-AOperating Revenues

Operating Ratio

Retained Earnings

‘Earnings Per Share of Common

 Capitalization at 12/31/65

Iong-Term Debt
Preferred Stock
Common Stock

R ?Total _

ibeody s Bond Ratings (August 1965)

_First Mortgage Bonds

- Duh‘éﬁd,Bradstreet'Credit Rating

(dollars in millions)
Cslendar Year Ended Dec.31

| APPENDIX A .

AaAl

Aa (2.issueslafe'rafed Aaa)

1965 19614 . 19 '
1,711.0 T 1,600 . § 1,860
3,169.5 3,022.4 2, 768 9
.540 - .533 B 537”
1,517.1 1,419.3 1,337.8.
3,387.0 3,242,1 2,985.8 -
Whg . .u38 v s
111.8 101.0 C9k.0
1,517.1 1,419.3 1,337.8
- 7.4 7.1 - 7.0%
168.4 151.0 1hk. 9
3,387.0 - 3,242.1 2,985.2
5,0% L.7% h.9'
168.4 151.0 iu&'g
62.7 57.9 k.3
2.7 2.6 207
668.6 1635.8 603.6
840.2 789.3 49,0
796 - .806 .806 -
321.7 298.9 277.2
$2.42 $2.21. $2.09
Amount - % of Total
1,711.0 53.0%
h4s5.0 13.8%
1,072.1 33.2%
$ 3,228.1 100, 0%




