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SAFETY EVALUATICN

SUPPORTING AMENDMENT NO. 3 7O

CONSTRUCTICN PERMIT NOS. CPPR-135 AND CPPR-136

SEABROOK STATION, UNITS 1 AND 2

introduction

-~

dn July 7, 1878, Construction Permit Nos. CPPR-135 ana CPPR-135 were issued %3

the joint Jwners of the Seabrack Station, Units

nent Nos. 1 and 2 ~ere issued (December 27, 1978 and January 31, 1372, ~asgec-
tiveiy) approving certain ownership transfers. The respective current swiersais

interests of 2ach of the co-holders of the above constructicn zermits irs 3n¢

b

in column I of Table 1.

8y letter dated May 16, 1379 (Amendment 30 to the License Acclication) anad as
amenced 2y letter datad March 14, 1980 (Supplement No. < %0 Amendment =23), 3

furtner amencment to the permits was requestad, wnereby cwnersnip interests

the facility are proposed o be rearranged among several of the axistinmg zartic-

‘pants ana an interest would oe assumed Dy one new proposed icint owner. In

-

.

srger to further clarify the proposed transfer and to respona =5 the star®

i

request for additicnal financial information, the appiicants suomittad adai-
tional information on June 1, 1979; August 8, 1979; Octccer 10, 197
3580; April 24, 1980; and May 15, 1380. The prcposaed respectiva cwnersnis

interests of each of the participants are shown in column III cF Tanle L.

amount of the respective et increase ‘n ownership interests for 2ach 2f the

800814017;

and 2. Subsequentiy, Ameng=




Seabrook Station, Units 1 ana
Percant Jwnersnis Intarest
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Jarticiognt Pegvicus
hod | RE R L LY . Al
2upiic Service Company of
Yew -amgsnite £0. 50000
e Unitad Illuminating Company 20.20000
central “aine Power Company 2.54178
-antral Jermont Puplic Servica
-orcoration 1. 89098
The Connecticut Light & Power
- 1 -~ - .-
~-cmpany* 3.02442

Fitchourg Gas and Electric

Light Ccmpany? 3.60432
Montauo Ziectric Company? 2.23831
New Seafsrd Gas ang Zzison

-ight Ccmpoany? 1.34527
New Znglang “ower Company 3.38768
Town of Hudson Light and Power

Jepariment 2.0578
vermor. tlectric Cooperative,

Inr arporated 0.47.289
Massachusetts Minicipal Wholesaie

clectric Company 5.359243%
4aine 2uplic Service Company 1.460%58
3angor Hydro-Electric Company J.37248
Taunton Municipal Lignhting Plant J.20034
New Hampshire Slectric (ocp., Inc. g s
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participants as a result of this amencment #i1l be as shown in column II of
Table 1. For those participants not seexing increases in ownership intarests,
the proposed ownership interests under tha requested amencdment will e agqual

to oar lower than the previously approved cwnership interests.

nith respect 0 the Allottee's technical gquaiificatiocns, in Amencment <0 t3

the License 4pplication datea May 14, 1372, and transmittea sy letter of May 16,
1373, Pupl ¢ 3ervice Company of 'lew Hampsnire made reference (i) to the Joint
ownership Agreement wnich v2sts total r~escensibilizy for constructicn ana

cperation in Public Servica Zomeary 2f ‘ew Hampshire, and (i) to she informa-

tion in the Preliminary fafety iralyst

o

Taport and in the nearing recora (N.3.,
Tr. 4063-4216), all of wnich information sucported the findings of %he Atomic
5afaty and Licensing 3oard (see I[nitial Cecision, pp. 21-23, 150-153 and 199)
ana none of wrich is in any way aitereag Dy %he oroposed reallocations. This
is consistent with the License Application docketed on July 9, 1973, wnich
states "All participants will axecute 3 Joint Cwnership, Ccnstruction, ana
Cperating Agreement which specificaliy celegates %o the Puplic Service Company
aof New Hampshire the sole responsibi’ity far thne Zesign and construction of
the Units and for cperaticn and maintanance 2f the Units.” On March 11, 1980,
the New Hampshire Zlactric Ccoperative, Inc., the only new owner 3ropcsed in
Amendment 30 o tne Applicaticn, 2y signing an "Appointment of Agent and
Signature of ipolicant' apoointae 2upiic Service Company of New dampshire as

its agent for its srocosed cwnersnis share of the Seaprook Statien.



supoorting information anclcsed with the latter of doril 24, 1980 incluges a
statement Dy the New Hampsnire Electric Cooperative, Inc. that the locec is not
cwned, ccntrolled or lominated oy an alien, foreign zorporatisn or foreign

jovernment.

O L s A cm e
: the QY 3y &e

g ‘ettar, 2ublic Service Company of New Hampshire, ~no is

. 1
authorized by

acpointment of Agent and Signature of Applicant” forms 3 act

35 igent for eacn, statas that tne Transferee-dpoiicants agree that they wil

0T Termit any hgividua’ to tave access to lestricted Data until the Nuclear

“Agu3tary Jommissicn na. zetarmined that such access will not enganger the

zommen detens2 ang sacurity.  The New Hampsnire Zlacsiric Cocperative., Inc.

ar2vicec this authorization Sy signing the appropriate form on March 11, 1980.

7

jerer3’ dnaiviis

S

we 2 reviewed the ipplication for Amencment No. I %o Construction Permits
Nos. CPPR-135 and CPPR-135 and conclude that sinca Public Service Company of
New Hamgsnire will retain full responsibility for the adesign, construction,
ing cceration of Seaorack Station, Units 1 and 2, the proposed transfers of
iwnersnio ‘nterests would tot inveive a significant ~azards conside ation
‘nasmucn 3s the transfars 2o not involve an increase in the probabil<ty of an
iClTzant, an increase in the zonsequences of an accident, or a decrease in
§372T, margins. e therefore concliude that the activities authorized oy thase

;-:A:qle-.‘ ~ .'l -

3 w0uUI3 "0t Jonstitute an unreascnable ~isk t0 the health ana safaty



the appiication for amendments states or demonstratas tnat <he new partice
icant is nct cwned, controiled or dominatac 5y an alien, foreign zorperation,

or a foreign government, and has agreed in writing to compiy with the reguire=
ments of 10 CFR 50.37 regarding the limiting of access to restricted data, we
concluce from our review that the activities authorized by these amencments

~0uld 70t Se infmical to tne common cefense ang security.

Ae nave avaiuated the fimancial gualifications of the new participant, the
particicants with a proposed increased sercent Jwnership and two participants,
ectric Lignt Company and Montaup Electric Company, 2ach of
¥nich wou'a 2xperience 3 net increase ¢ agreements for transfers authorized
Sy Amencment Nes. 1 to the construction permits are reached, and the transfars

, #n1le the financial review in this Safaty Zvaluation




“inancial Analvsis

The Commission's reguiations which relate to financial data and informaticn
reguired to establisn financial gualifications for an applicant for a facility

construction permit are Zaction 50.23(f) »f 10 CFR Part 50 and Appendix C to

10 C*R Part

.

in accordance w~ith these requirements, we avaluate whether

o
-

there 5 reasonacle assurance that an applicant can obtain the necessary funds
t0 cover its portion of the estimataed construction and related fuel cycle costs
“2r the proposed facility. Herein, we evaluate the financial qualiifications

3¢ each of the appiicants having increased or new interests in tne Seaproox
station, Units 1 and 2, as 2 result of the amendments to the constructic
sermit. Qur evaluaticn of the financial qualiifications of each of tnese 2ppli-

cants included consideraticn of the Commission's decision Public Service Zompany

3f New Hampshire, at al., 7 NRC 1, at 18 (1978), (Seabrook Station, Units 1

and 2), which states ". . . ihe applicant must have a reasonable financing nlan

in 1ight of relevant circumstances."

consistent ~ith the acove reguirements, we requir2 that investor-owned utility
iceifcants suomit pro=-orma statements of sources ard uses of funds with under=
‘ving assumpticons and that non=investecr-cwned uti' %y applicants submit alterna-
-ive financial cata and information. In general terms, pro-forma statements

OF sources and uses of ‘unds are Dest described as firancial plans. From the
Jse of funas viawpoint, 3 financial slan shows total projected year-to-year

sonstructicn fung ~eguirements. Total const-uction fund requirements “ar any



~3

jiven year ~2presanrt the siu. of 2l planned construction expenditures, for al]

facilities under construction during that period, including the subject facility.

At the same time, a financia’ plan also snhows sources of funds cr, stated simpiy,
«here the required capital is coming from. Generally, sources of funds for a
sualiz Jtility consist of short-term borrowings, internal cash generation, and
oroczecs from acditional sales of lTong-term debt, preferred stock, and common
aquity securities. From this perspective, and in consideraticn of important
ingderlying assumptions o the financing plan, we determine the impact of such
financing upen significant financial parameters. In this resgect, the reason-

abi=2ness of an applicant's financial projections is catermined.

This r~zascnadble assurance stanaard, however, Must De vizwed ‘n Tignt of the
extended period of time from the start of constructica o commercial cperation.
Consequently, one must necessarily make certain assumptions regaraing “uture
congiticns. Twu fundamenta! assumptions which have Seen incorporated in the
analysis of the applicants' projected financing are that there will be rational
reguiatory poiicies in tne setting of rates for utility service {for the investor-
owned utility applicants) and that viap'le capital markets «il! aexist. The former
assumption ‘mplies that rates #ill ue set to at least cover the cost of servica,
incluaing the cost of capital; the Tatter assumption impiies that capital will

e avai'aple at some cost.



2ate of Returs on Common Zguit

Jf a1l factors considered during the review of an investor-owned utility appli-
cant's financial projections in dutermination of its financial quaiifications,
the assumptions 2f its projected -ates of return on common equity during the
oerioag of construction are most significant. Rate of return on common 2gquity

is Dest cescribed 3s 2arnings stated as a sercentage of a'l the stocknolders'
equity accounts, such as capitai stock, cremiums, ana r~etained 2arnings in 3
corporation. This is derived by first ceaucting from gross cperating ~evenues
the company's cseraticn and maintenance axpenses, depreciation, intarest cnarges,
taxes, and prefarred dividends. This computaticn results in net income available
to the ccmmon stockholder, the “Sottom 1ine’ of a company's cperations. Dividing
this 3y the total of ‘nvestment z2ollars Jreviced by the company's cemmon stock=
holgers and iccumuiated retainec 2arnings ~esults in per=-unit return on common
equity. Restated on 3 percentage sasis, this translates into the rate of return

2n common aquity.

Of all investers croviding capital (i.s., proceeds of Tong- and short-term ZJebt,
srefarred stock, and common stock) to a company, snareholders of common stock
Sear the hignest risk. While capitai zosts attributablie to a company by dept

ang oreferred stock are fixed by coatract, and must be paid at the agreed rate,
those dollars 2arned on common eguity represent whatever remains after sayment

of al! other charges ang expenses. 3y reason of its inherent risk, since nolders
i

of a company's common stock bear the lowest sricrity of payment to 2i1 otner
7 y

sbiigations of that company, rate of return an common aguity represents the



cest indicator of a company's profitapility. Profitability is important in
that it affects toth intarest coverage ana the price of a company's securities,
which Dear upon the company's acility to successfully market its securities

ind maintain the fecrmation of 2 reascnable capital structure.

Since the investor-ownea 3opiicants are pudlic utilities afforced monopoly
status in their respectiva ireas of servica, they are subject to regulation.
Accoraingly, their ratas of return are set oy tne regulatcry agencies naving
jurisgiction over them thraougn tne rates they charge. Hcowever, unlike utitity
Jase rates, w~nich are fixed, the rate of return on common equity is only allowed
to De 2arned and ‘s not guaranteed. while the concept of a fair rate of return
3N oroperty Jused Ind useful in public utility service ‘s deeply ingraineg in

-

suplic Jtility regulatory 'aw and aconcmics, there stil) axists no apsolute
certainty as %o a utility's future earnings. Resultantl's, one is required %o
consicder its current ‘avel of profitapility ana other relevant circumstances

in assessing the reascnaoleness of a projected return on common equity.

#e Nave reviewed the rescective rates of return on common equity for each of
the investor-owned applicants naving increased jcint-cwnersnip interests in

the Seapbrook 3tation, Units 1 ana 2. An ingivigual summary financial analysis
's proviged within for each of these applicants which addresses the aoplicant's
respective rates of return on common eguity in combination with other facets

of its finances.



b d k| - . - 4 a
.ntarna! Lasn generatiaon

in the meeting of an appiicant's year-by-year construction expenditures, the
first item consicered s the level of internal cash generation. This is because
fnternal casn generation reduces the level! of external financing required. 32y
~eascon 2f cartain nen-cash expenses (primarily depreciation and deferred incsme
taxes) and the cortion of retained earnings not attributable to allowarce for
fungs used during construction, a c.:pany may generate funds internally. To
incw 3n 2xampie ‘n a simpiifiea fasnion, a company is allcwed depreciation of
fts assets. These imounts 3re reflectea on the company's income statement is
in expense. However, since these funas are nct disbursed, the company may use

them for its ocwn needs. These dollars represent funds which the company can

Lo’y 0 its capital raguirements, therecy reducing its need far externally

3
®
a
.
8
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sptaii Another exampie is when 1 company =arns 3 profit, it snares
that profit with its stockholders in two ways. First, it takes some of its

net income and distributes that portion to its sharenolders in the form of
divigenas. After its dividends nave been aisbursed, the company keeps the
calance of its net inccme and adds this amount %o its retained earnings account.

Again, this represents aaditional funds availaple to a company for its capital

needs.

As an incidental point, although the allowance for funds used during construc-
ticn portion of earnings is not an immed:ate source of casn o a company,

‘nvestors do recognize it as a future sourcge of cash, since when it is uiti-

mately ciacad into rate base (property used and usefu’ in suplic utility

service), it jeneratas funds through both 2arnings and depreciaticn.



At the same time, retaired earnings aisc benefit the sharenoiders in tnat these
imeunts ‘ncrease the worth of their investment and further enable the zompany
tc grow. The sverall Tevel of a company's internal casn generation is likewise
of significance to shareholders in that it provides cash coverage to dividends.
This is aspecially important to investors of public utilities commen stocks,
#No gZenerally own such securities because of their income characteristics. 3y
3 utility continuing o generate a sufficient amount of casnh flow, i%s snare-
Jcicers ~f common stock nave a higner confidence in the cayment of future
divicenas. This is ceneficial to the company as, in part, it continues to

maintain tne atiractiveness of ts squity securities.

In 2acn of the inaividual summary financial analyses of the appiicants having
increased or new zint-cwnersnip ‘nterests in the Seasrock Station, Lnits 1
ing 2, internal cash generation is reviewed 20th on 2 current and projected

pasis.

[nterest Coverage

In order to muet their capital reguirements during the construction of =n
Seaprook Station, Units 1 and 2, the investor-owned applicants will, “rem time
te time, enter the market for the sale of long-term cedt securities. These
securities are morigage Sonds which are secured with a Tien on the assets of
the issuer. In order ic crotect the 3ssats mortgaged under a company's ceot,
3 trust inzenture agreement is mage detween the company and the zonche)lers.
indentures of such mertgage bonds contain orovisions which, in adgition %o

orotecting the assets mortgaged, 3lso cover the intarest due i3 tne soncholcers.



At the same time, to orovide an adequate 'evel of earnings cushion over ang
adove the company's interest requirements, there generally exists in such

mortgage and trust ceed indentures an interest coverage test. Inextricably
related o earnings and interest charges, this provision orecludes the company
from issuing agaitional debt should there not be satisfactory earnings coverage
aver its interest coligations. B3ecause of its significance, the interest
scverage ratio is a major critericn used oy the financial community in making

credit gecisions with respect to a company's deot.

i1 each of the individual summary financial analyses of the applicants having
increased or tew joint-ownership interests in the 3eabrook Station, Units 1
and 2, interast coverage is further reviewed 2n z0th historical and orojected

°a

o

2s.

Capital Structure

In orcer for a company to concuct a viable financing p'an ang preserve the
attractiveness of its securities, it must maintain 3 reasonably balanced capital
structure. The term capital structure refers %o the composition of a company's
capitalization, that is, the proportion of debt, eguity, and preferred s%ack
wnich constitute ~apitalization. Capital structure is an important consideration
in corporate financial analysis in that it snows how much 2quity capital is
avai’able %o orotect the senior obligations, or in 3ther words, how much the

Jwners are using their own capital or relying sn creditors' money
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3y maintaining 3 reascnaple and well-calanced capital structure, latitude will
2xist in a <ompany’'s options of financing. This will help achieve borrowing
reserve, allowing flexibility both in the timing and selecticn of securities

to be issued to meet capital reguirmments. Most important, under these circum=-
stances, its securities will maintain their attractiveness to investors by
virtue of their lower risk, since capita! structure affects interest coverage.

Generally speaking, investor-owned electric utilities nave historically had
capital structures composed of Setween 30 to £0 percent long-term deot, 10 to
18 percent preferred stock, and 30 to 40 sercent common ecJuity. These ranges
of capital structure are considered reasonaiie by the financial community in
that they maintain a sufficient amount of 2quity capital protection to the
senior sacurity holders and, “rom this viewpoint, help orotect the attractive-

ness of the securities.

In each of the inaividual summary financial analyses of the applicants having
increased or new joint-ownersnip interests in the Seabrook Station, Units 1
ana 2, capital structure is further reviewed on couth histarical and projected

Dases.
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INDIVIDUAL SUMMARY FINANCIAL ANALYSES

Central Maine Power Company

Cantral Maine 2ower Company provides electric service to 375,000 customers in
Southern and Central Maine. Its operating revenues increased from 3208.2 nillion

in 1978 3271.3 million in 1979, while net income was 329.5 million in both

c*
L&)

sears. At Decamoer 31, 1979, its invested capital amounted to $338.0 million
ang consisted of 47.3 percent long=term debt, 12.9 percent preferred stock

and 39.3 percent common equity. This capital structure compares fivoraply with
tne previously stated historical range of the electric utility industry. Con=
currently, it 3rovides a suostantial amount of equity capital protection to

the holders =¥ the .mpany's sanior obiigations, thereby contributing %o its

financial integrity.

Quring 1379, :his applicant earned a 12.0 percent rate of return on average
common equity, compared with 13.4 percent realized in 1978. Its long-term and
total interest charges in 1979 were coverea by pretax earnings 3.3 and 2.5
times, respectively. versus coverages af 3.2 and 2.9 realizea in 1278. This
compares faveraply with the Company's trust indenture requirement that its
2arnings De at Jeast twice its interest charges, including annua! interest
charges associatea ~ith a new deot offering, before it may issue aaditional
lept. Cantral Maine Power Company's outstanging bonds are rated "A" oy Mooay's

and "“88B plus” by Stancard and Poor's.



-entral Maine Power Company plans to finance its 5.04178 percent jointeswrersiis
‘ntarest ‘n the Seabrook Statfon, Units 1 ana 2, througn the use of internally
senerated cCash ang snort-term 2orrowings ~nich will ce subsequently refinancea
»1th proceeds receisea from issuances of additional first mortgage Sonds, are-
farred stock, ana common stock. In 1979 it financed 339.3 million wnich was
terived from 517.4 nillion of internally generated cash and 341.2 mi’lign “rom
axternal scurces. Internally generated funds financed 29.3 percent 3f ‘%35 total

censtruction expenditures for 1279.

At our request, Cantral Maine Power Company suppied a projected sources of
funds statement for the construction pericd of tne Seabrook Station, Units 1
ind 2, with underlying assumptions, cemonstrating how it might raise ihe
“equisite funds to construct the facility. Internally genarated cash cver

-17s periog is projectad to ce 43.9 percent of total zonstruction expendit.res
ing #1171 cover 150 percent of its expected outlays for %ne Seabrock Station,
Jnits 1 and 2. This projected level of internal cash generation is not unrea-
sonable in light of fts nistorical experience. Moreover, this srojectea financ-
‘ng #111 result in 3 capital structure within the historical range of the
27ectric utility ingustry wnile maintaining a Tevel of interest coverage un a
J/ear-dy-year Dasis during the pericd of the facility's construction in excess
3f its trust indenture requirements.

in iignt of the accve, our review of the financial orajections of Cantral Maine
“cwer Company leads us tc conclude that they are within the zone of reascnapie-

@55 ana that they constiztute a ~easonable financing plan. Ac¢cordingly, w~e



conciuge that the Central Maine cwer Company is fimancially gqualifiea to zesign
ang construct the facility to the extent of its jcint-cwnersnip interest. T=is
canclusion 35 predicated upon cur cetarminaticn that there is reasonacle 3ssurince
that it can rafse the funds necessary %o cover its 5.04178 percent share of

the estimated costs to desigin and construct the Seabrook 5Statien, Units 1 ang

2, incluaing related fue! cycle zosts.
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Fitchourg Gas and Electric Light Comoanv

Fitshburg Gas and Electric Light Company provices electric ang jas service to
several communities in North Central Massachusetts. L5 cperating revenues

increased from $29.1 aillien in 1978 t2 334.3 millien in 1979, while for the
same years net income increased from $1.2 aillion %o 32.3 aillion. Invested

capital at Cecemoer 31, 1873, amcunted %o 333.4 million and consistec of 30.2
percert long=term cdect, 12.2 percent creferred stock, and 37.5 percent zommen
equity. This Zapital structure compares favorably with the srevisus!y stated

",

historical range of the alectric utility industry. Concurrently, it orovides
3 sufficient amount of aguity capital protection to the holders 3¢ the Company's

senior obligations, thereby contriouting to its financial integrity.

Curing 1979, this asplicant earned 2 16.5 sercent rate of return on iverage
common equity, compared with 15.3 percent realized in 1378. Its long-term
interest and total nterest charges in 1979 were coverec by pretax 2arnings
3.5 times and 3.0 times, respectively, versus coverages of 3.4 times and 2.3
times realized in 1378. These levels of long-term interest coverage compare
favorably with the Company's indenture requirement that its 2arnings se at
ieast twice its intarest charges, including interest associated ~i%h 1 new

dedt offering Defore it may issue additional debt. The Fitchburg Gas and

Zlectric Lignt Company's lang-term bends are rated "3aa” by Moody's ina 888"

by Standard and Poor's.



The Fitchburg Gas and Electric Light Company slans <o finance fts 0.36513 per-
cent joint-cwnersnip interest in Seabroock 3taticon, Units 1 and 2, through the
Jse of internally generatad cash and short-term oorrowings which will subse=
quently be refinanced ~ith proceeds from issuances of new equity or cect
securities. In this respect, {ts sources of funds in 1979 totaled $8.5 ~illion
ind were I. (ved from 34,0 aillion of internal 'y generateg cash and 34.35 2fllion
‘rom axternal scurces. Internally generated casn financad 46.5 percent of its

3%=a’ sanstruction expenaitures for 1979.

it our request, Fitchourg 3as and Electric Light Company sucplied a projacted
soyrces of funds statament for the Seabreook construction period, with uncer=
'ying assumptions, demenstrating how it might raise the requisite funds %0
construct the facility. Internaily generataec casn cver this period is oro-
jected to be 47.3 percent of total construction axpenaitures and will cover
100 percent of its expected sutlays “or Seabrock Station, Units 1 and 2. This
crojected level of internal cash jeneration is reascnable in light of its
nistorical experience. Moreover, this projectecd financing will resuit in a
capital structure within the nistorical range ¥ the 2lectric utility industry
«ni’e maintaining 3 level of interest coverage on a year-oy-year basis aduring
the seriod of the facility's construction equal to or above its indenture
raguirements.

.

0 Tight of the above, our review of the fimancial projections of the Sitchturg

"

ias and Electric Light Company Teads us %0 conclude that they are within toe

Ione of reascnableness anc tnhat they constitute a reascnacie financing 27an.
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Accoraingly, we conclude that the Fitchburg Gas anag Electric Lignt Company is
financially qualified to cesign and construct tne facility to tne extent of
its cwnersnip share. Tnis conclusion is predicated upon our cetermination that
there is reasonabie assurance that it can raise the funds necassary to cover
its 0.36312 nercent share of the estimated costs to design ind construct the

sedqorock itatiom, Units 1 and 2, including relatea fuel cycle zosts.

-
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Montaup Electric Company

A71 gedt anc eguity securities of the Mentaup Slectric Company are cwned Dy

-

3lackstone Valley Tlectr~ic Company and Sastern Edison Company which in turn

ire wnolly owned subsidiaries of Eastern Utilities Associates. The Montaup

‘ectric Company is the srincipal whnclesale scurcze 3f supply of alectricity to
ine two fastern Utilities Associates subsidiaries, wnhich jointly service several
ttwns and rural areas of Rhode Island and Massachusetts. I[ts cperating revenues
~es@ “rem 3110.2 million in 1978 to $138.2 million in 1879, wnile its net income
rose from 37.1 million to $8.5 million. Investad capita’ at Jecamoer 31, 1379,
amounted to 3143.3 m1lion and consistad of 30.3 sercent long=term zeot, 1.0
cercent preferved stock, and 48.7 percent common aquity. This capital structure

.

scmpares faveracly with the previocusly stated historical range of the @

’

.

b

eric
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¥ industry. Concurrently, it arovides a substantial amount of aquity
capital protaction to the hclders of the Company's senior obligations, thereby
contributing to its financial integrity.
Ouring 1379, this applicant earned a 12.7 percent rate of return on 3verage
common aquity, compared with 11.3 percent ~ealized in 1878. Under the provi-
sions of the Montauo Jebenture 3onas. there iare no restrictions 3f issue related
either to nterest coverages Jr bondable sroperty additions. As noted acove,
the outstanaing securities of Montaup Electric Company are privately hela av

its parent companies and, therefore, are =0t ratad. This relationship allows
this applicant substantial flexibility in its financing Sy not having such
restrictions ugon the issuance of its cebt ana By having a reagy sSuyer awaiting

the durchase of “ts securities.



The Mentaup Slectric Zcmoany slans to finance its 5.0 sercent joint-ocwnersnis
‘nterest in the Seaorcck 3tation, Units 1 and 2, primarily by short-term Dank
oorrowings wnicn ~i11 ce subsequently refinanced with oroceeds receivad “ram
the sale of its bonas ana common stock. In this respect, this appiicant's
sources of funas in 1879 totaled $30.7 million ana were derived from $3.3
nToTTen oF ‘nternally zeneritad casn, a 313.3 willien increase in notas pay=
adle, 3nd a 37.2 million increase in common stock. Internally generated casn
‘n 1372 financea 32.2 percent of total construction expenditures.

-
-

At our reguest, the Montaup Zlectric Company sucplied 3 orojected scurcas of
funas statement for the Seabrock construction period, with underlying assump-
tions, demonstrating how it night raise the reguisite funds to design and

Te

construct the Seaorcok Station, Unfts 1 and 2, to the axtent of %3 igint-

-

cwnership share. Montaup Zlectric Company's internally generatec casn over
this seried is projected to oe 14.1 percent of the total construction expendi-
tures and 23.9 percent of its expected cutlays for the Seabrock Station, Units
i1 ana 2. This appiicant's projectea leve! of internal cash generation is
~equcad as a result of ts high dividend payout %o the parent. However,

Juring the course of its financing of the Seabrock plant, ‘ts capital struce

ture will remain stable to srovide 3ood 2quit: protection.

In Tignt of the acove, cur review of the financial arojections of “he Montaup
tTectiric Company leads us 2 conclude that they are within tne zone of reason-
iDi2ness and that tney constitute a reasonable financing plan. Accordingly,

ude that the Montaup £lectiric Company is “inancially gualified %o
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"ty e the extent of i3 respective joint-ownersnip
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interess. 2¥s conclusion is orecicated Jpon sur determination $hat there is
i reascnasie assyrance that ‘t can raise tne “uncs necessary 0 cover its 5.0
cercent share of the estimated costs %0 design ang construct the Seabrook Station,

-

i ang 2, incluging related fuel! cycle costs.
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“own Jf sudson, Massachusatts, Lignt and Power Department

The Town of Hudson, Massacnusetts, Light and Power Department is a municipally
cwned electric system supplying electricity to the Town of Hudson, Massachusetts.
Its cperating revenues for the fiscal year 2naing Jecember 31, 1379, were 35.5

e B . - «sYis, Y s 1
mi sn ang 13 net Jtility plant was 343.

L
-
.

nriiion.

he Town of Hudscn, Massachusetts, Light and "ower Jegartaent olans 0 finance

se#a 0 ATT 1
-

§ 0.27737 percent joint-ownersnip interest in the Seacrook Staticn, Units
ind 2, orimarily through utilization of internaily janerated “unags. »2rasently,
‘t anticipates that no bond financing will be necessary to meet its snare of
the expenditures required to construct the facility. Review of its nistorical

internal cash generation indicates that this applicant's srojected levels of

o

intarnal casnh generation are reasonable. However, i7 borrowing is ~aguiraa,
principal ana interest due from such obligations wculd be funded from curren.
ocerating funas derived from the sale of 2nergy. As all of its orevious long-
term dedbt nas Deen redeemed, it has none outstanding at present. This cun-
stitutes 100 percent equity protection to its assets and allows for borrowing

reserve.

The Town of Hudson, Massachusetts, Light and Power Cepartment's rates are
astapbiisned ana changed under Massachusetts laws and reguire the municipality
¢d charge r~ates that are not less than the cost of cperations. Sinca i%s rates
are not supject tS the approval of any regulatory authority, it nas unilatera!l

authority 0 set reascnatie rates. The foregoing 3c%s 3s 3 necnanism for the



acpiicant to De apble to maintain its financial integrity, intarnally generate
sufficient fungs, ang attract capital, when necessarv, to cover its estimated

construgtion expenditures during the facility's construction.

3ased on the apove information, we conclude that there is a reasonable assurance
that tne Town of Hudson, Massachusatts, Light and Power Jepartment can raise

tne funds necassary %o cover its 0.07737 zercant snare of the costs to design
and construct the Seaprcok Station, Units 1 ang 2, including related fuel! cycle

05%s. Acceordingly, we have determined that the Town oF Hudson, Massachusatts,

-ignt ang Power Cepartment s financially sualified to design and construct

g

the Seaprook Station, uUnits 1 ana 2, tc tne axtent of i%s joint-ownershin

interest.
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M3ssachusetts Municipal wholesala Slectiric Companm

The Massachusetts Municipal wholesala Electric Company is a public corgoratior
ana peiitical sucdivision of the Commonweaith of Massachuse:ts iand was estab-
'ished as a coordinating and planning agency for the development of its municipal
mempers' Dulk power suoply contracts. Thirty-one Massachusetts municipalities

“ave tne acoroval of ineir respective local poiitical subdivisions autnorizing

nemnership in the “assachusetts Municipal Wholesale Electric Company.

3 firmarce ‘s 11.22330 percent [cint-cwnership intarest in the Seabroox Station,
Jnits 1 3ana 2, ite Massachusetts Municipal wholesale Zlectric Zompany will issue
‘ong=term zeoct in the form of revenue donds. As of December 1979, =his applicant
Nad successfully issued 3550.37 million of such bonds. The ratings of its bonds
are Tisted oy Mocay's as "A" and by Standard and cor's as ‘'A+." These oonds
are 100 percent secured with "take or pay" 1ife of unit Power Sales Agreements
»ith its memper-municical elect ic systems. Since there is no agency exerzising
regulatory powers over it for power delivered, under the terms of the Power
Sales Agreements, tne Massachusetts Municipal Wholesale Slectric Ccmpany has
unilateral authority to charge rates necessary to cover all of its casts
including interest charges and dect repayment. This acts as 2 nectanism “or
this appiicant to maintain its financial integrity and attract the capita
required to cover its astimatad constructinn expenditures during the facility's

-~ T
construgction.,
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3ased upon the preceding information, we conclude that the Massachuset:s
“unicical Wholesa'e Electric Company is financially qualified to design and
censtruct the Seabrock Station, Units 1 and 2, to the extent of its 11.59340
cercent joint-ownership interest. This conclusion is predicated upon our
determination that the Massacnusetts Municipal wholesale Electric Company nas

it

lamecnsirated a reasonabie assurance that it can scbtain the necessary funcs %o

:over its share of the estimated costs to design and construct the facility,

‘ncluding reiated fuel cycle costs.



~1

3anqgor Hvdre-~tlectric Companv

-

The 3angor Hydro-Zlectric Company provides electric service to several counties

in Eastern Maine. Its operating revenues increased from 342.5 million in 1978

1

to 351.7 million in 1373, wnile for the same years net income increased from

.

53.4 millicn to 33.3 millien. Invested capital at December 31, 1979, amounted
t0 367.3 million and consisted of 47.7 percent long-term Jeot, 14.4 percent
oreferred stock, and 37.3 cercent common equity. This capital structure com-
pares “avoraply with the oreviocusly stated historical range of the 2lectrical
utility inaustry. Concurrently, it provides a sufficient amount of aquity
capital orotection to the holders of the Company's senior coligations, therepy

contriduting to its financial integrity.

curing 1872, this applicant 2arneg a 11.5 percent rate of return on average
common equity, compared witn 12.9 percent realized in 1978. Its long=-term and
total interest charges in 1872 were covered 5y pre-tax earnings 2.7 times and
1.7 times, respectively, Jersus coverages of ..2 times and 2.3 times in 1978.
This apelicant’s recent long=term intarest coverage compares favorably with
Tts trust incenture reguirement that its 2arnings be at least twice its
interast charges, including annual intarest charges associated with a new gebt
3ffering, defcre it may issue additional debt.

"e 3angor Hydro-Electiric Company slams to finance its 2.17391 percent joint-
Jwnersnip interest in the Seabrock Statios, Units 1 ana 2, through the use of

‘ntarnaily generatad casn ina short=-term borrowings which will sudsequent’', be



refinanced w#ith proceeds from issuances of new equity or debt securities. I1

this respect, 1ts sources of funds in 1979 totaled $8.6 million and were derived

from intarnaily generated cash and from issuances of notes payable %o banks,
issuancas of bonds, issuances of common and preferred stock, and other sources.

1

At our request, the 2angor dydro-Zlectric Company supplied a projected sources

of funds statement for the Seabreook construction period, with underlying assump-

tions, demonstrating now it might raise the requisite funds to construct the
Seaprook Station, Units 1 and 2. Internally generated cash aver this period
's orojected to de 20.35 percent of total construction expenditures and will
zover 220.3 sercent of its expected outlays for the Seabrook Station, Units 1
ind 2. This orojected Tevel of internal cash generation is not unreascnaple
in 1ignt of its nistorical experience. Moreover, its projectad financing will
resuit in a capital structure within the historical range of the alectiric
Jtility industry ~hile maintaining a level of interest coverage on a year-by-
sear 2asis during the period of the facility's construction in excess of

ngenture requirements.

in lTight of the acove, cur review of the financial precjections of the Sangor
dyaro=£lectric Comoany leads us to concluge that they are within %ne zone of
"easonadleness ana tnat they const tute a reasonable financing plan. Accord=
‘ngly, we conclude that the Bangor :ydro-Electric Company is financially
jualifima to design and construct :he ,acility to the extent of its joint
Jwnersnip interest. This conclusicn is predicated upon our determination that

there is r asonabie assurance that it can raise the funds necessary tc cover
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-

5 2.17391 percent snare of the estimated costs to design and construct =ne

ieaprook Station, Units 1 and 2, including related fuel cycle costs.
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Taunton Municipal Lighting Plant Commission

The Taunton Municipal Lighting Plant is a municipally owned 2lectric system
suppiying eiectricity to the Town of Taunton, Massachusetts. Its operating
revenues for the fiscal year ending Decemper 31, 1379, were 329.7 million and

.- .

its net utility piant was $30.7 aillien.

The Taunton Municipal Lighting ®lant Commission plans to finance its J.43479

sercent joint-ownership interest in the Seabrook Staticn, Units 1 and 2, solely
through utilization of internaily zeneratea funds. In this respect, our review
of its projected levels of internal cash generation tc finance its constructisn

expenditures during this facility's constructicn inaicate that they are not

Jnreascnapie in light of its ~ecent experience.

The Taunton Municipal Lighting Plant Commission's rates are astablished and
changed uncer Massachusetis laws and require the municipality to charge rates
that are not less than the cost of cperaticns. Since its rates are not sub-
ject tc the approval of any regulatory agency, it nas unilateral authority %o
set reasonable rates. This acts as a mechanism for this applicant to maintain
its financial integrity, thereby allcwing it to internally generate sufficient
fun. to cover its projected zonstruction expenditures curing the construction

of Zeabrook.

8ased on the 3pbove information, we conclude that there is 1 reasonable assur-

ance that the Taunton Municipal Lignting Plant Commission can raise the funds



necessary 3 cover its 0.33479 percent snare of the costs to design ana con-
struct the Seap-~cok Station, Units 1 and 2, including relatead fue! cycle costs.
Accurgingly, ~e have determined that tSe Taunton Municipal Lighting Plant
Commissicn is financially qualified to design and construct the Seabrook

Station, Units 1 ana 2, to the extent of its joint-ownership intarest.
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New Hampshire Zlaectiric Cooperative, Inc.

New Hampshire Electric Cooperative, Inc. is a rural electric distribution
cccperative operating as a New Hampshire corporation. Its memper=-customers
ire orincipally in New Hampshire with a smaller number in Vermont. Its
scerating revenues for 1979 were $19.1 million and its utility plant was $34.35

nillion.

, A w—-

lew Hampsnire Zlactric Cooperative, Inc. plans to finance its 2.17391 owner=

iD share in the Seabrook Station, Units 1 and 2, from the proceeds oF a loan
suaranteed Dy the wural EZlectrification Aaministration. The Cooperative has
ceen an active, successful borrower from REA for 40 years. It nad $36.3 million
of REA Tong-term deot ocutstanding at December 31, 1379. Iubsequent td the
‘ssuance of this amenament, we require New Hampsnire Zlectiric Zcoperative, .-c.
to inform the NRC staff of any action by the REA cn its pending 'oan request
‘ncluding, but not Timited %o, submittal of copies of the executed REA loan

commitment notice.

3ased upon the precading information, ve conclude that New Hampshire £lec:iric
-oocperative, Inc. is financially gqualified to design and construct the Seapbrook
Station, Units 1 ana 2, to the extent of its joint-ownership interest. This
conclusion is based on our determinaticn that the New Hampshire Electric
cocperative, Inc. has demonstrated 1 reascnable assurance that it can raise

the necessary funas to cover ts 2.1739]1 psercent share of the 2stimated costs

%0 design and construct the Seabrook Station, Units 1 and 2, including relatad
g

fuel cycle costs.



.anclusign

2ased upon the preceaing analyses, we conclucde that Central Maine Power Company,
Fitchburg Gas and Electric Light Company, Montaup £lectiric Company, Town of
“udson .ight and Power Jepartment, “assachusetts Municipal wholesale £lecir':z
-cmpany, 3angor Hydro-flectric Company, and Taunton Municipal Lighting Plant
-ommissicn are financially gualified to increase their respective joint-
cwnersnip interests in the Seabrook Station, Units 1 and 2, as reguested.
.ikewise, ~e conclude that New Hampsnire Zlectric Cooperative, Inc. is
financially qualifiea ts assume its respective ownersnip intarest in the
Seaprock Station, Units 1 and 2, as proposed in the requested amencment %o the
canstruction germits. This concliusicn is predicated uson our cetermination

1

that eacnh of these appliicants -~as Jemonstratad a reascnaclie assurarce of

cctaining the funds necessary to support its respective share 2f the costs

necessary in the design and construction of the Seabrcok Station, Units 1 ana

-

including nuclear fuel inventaory for the first core.
g

<ur Zonclusion that the apcove applicants are financial'y gquaiified to design
ana construct the Seabrook Station, Units 1 and 2, to the extent of their
rescective ownersnip interests is Jased upon an assessment that their fimancing
arojections constitute reasonable financing plans. 4e 20 not consiger these
projections to De a forecast of what will necessarilvy occur. Thev need oni
Jemonsirite cne possible way Sy which the planned construction axpenditures,

inciuding those resuiting from construction of the subject facility, mignt

P

reasonably de financed. wWe r~ealistically expect that the financing plans wi’



change cver time O accommodate changing financial anc economic conaitions.

The proposecd sinancing is in accord with genefal industry practices anc the
3ssumptions seing used, although not susceptible to precise measurement against
spsciute criteria, are in line with «nat one might expect unaer the :ostuiated
conditions. Since the §inancing projec:ions can oe :farac:arized as ~easonabie,

«e conclude +hat the reasonanle assurance standard Nas neen satisfied.

5 psequent %o : sguance of the amencment we require: supmittal o =ne NRC staff
of (1) information cn any action py the Rural EYectrificat€.n icm‘w‘s:ratian

an the New 4ampsnhire Electric cooperative, Inc. pending 1pan r2guest, including,
sut net Timitad 0. copies of the axecuted Rural Electrification Acninistration
1pan -ommi tnent notice; (2) copies of the axecutad joint-owrersnio agreement
among the sarricipants: ana (3) -opies of the prders aporoving these «ransfars

of ownershio iggued DY State regulatery agencies.




