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YANKEE ATOMIC ELECTRIC COMPANY

Yankee Atomic Electric Company, an electric unility company, was incorporated 1n Massachusetts in
1954 under the provisions of the Massachusetrs unlity law which permuts two or more eleceric companies o
jon n the construction and operation of a generating plant to serve their common needs. The arganization
of the Company was sponsored by eleven New England utilities for the purpose of constructing and
operating New England's first nuclear power plant In addition to the corporate power to gencrate, buy,
transmit and sell electncity, it has broad related powers, including the power to conduct research and assist
others engaged in a similar business, The eleven sponsoning utilities own the entire common capital stock of
the Company and are entitled to and obligated to purchase the output of the plant.

The Yankee plant 1s located on the Deerfield River in the Berkshire Hills in the Village of Rowe,
Massachusetrs. The plani was placed in commercial operation in 1961 and has been in full operation since that
tme except for routine maintenance and refucling shutdowns. The unit is rated ar 180 megawatts, and has
generated more than 17 billion Kwh of elecericity at an average cost of about ten mills per Kwh

In 1968, the Secunties and Exchange Commission authorized the Company 1o organize a Nudlear
Services Division under the Company corporate structure. The Nudlear Services Division has a staff of 175
enganeers who provide nuclear engineening services in all aspects of nuclear power plant operation including
Reactor Engineening, Enviconmental Engineening, Operations, Quality Assurance and Construction Ser-
vices are performed on a cost basis to other New England nudear power plant projects,

COOPERS & LYBLRAND
CERTINED PUSLIC ACCOUNTANTS
YANKEE AToMic ELECTRIC COMPANY
WESTROROUGH, MASSACHUSETTS

We have examined the balance sheet of Yankee Atomic Eleceric Company as of December 31, 1976 and
the related statements of income and retained carnings and changes in financial position for the vear then
ended Our examination was made in accordance with generally accepted auditing standards and, accord-
ingly, included such tests of the accounting records and such other auditing procedures as we considered
necessary in the arcumstances. We previously examined and reported upon the financial statements tor the
year 1975

In our opimion, the atorementioned financial statements present faely the financial posttion of Yankee
Atomic Electric Compan at December 31, 1976 and 1975 and the results of its operations and the changes in

its financial position fe the years then ended, in conformury with generally accepred accounting prinaples
applied on a consisten basis,

Boston, Massachusetts COOPERS & LYHRAND
February 11, 1977
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YANKEE ATOMIC ELECTRIC COMPANY

Balance Sheets

ASSETS
Utility plant, at onginal cost (Note A)
Less accumulated provisions for depreciation
Total net utihiey plant
Nugleat fuei (Nate A):
In process of refinement, conversion, ennchment and fabrication
Materials and assemblies in stock
Assemblies ir. reactor
Spent nuclear tuel
Gross nuclear tuel :
Less accumulated provision for amartization u( nudcar fucl
Net nuclear tuel

Current aysets:
Cash y
Accounts receivable:
From sales of electnc energy
Orher .
Matenals and supphu at avcmge cost
Prepayments .
Total current assets
Advance payment ~ nuclear fuel (Note D)
Deferred charges

STOCKHOLDERS EQUITY AND LIABILITIES
Stockholders” equity:
Capital stock, par value $100 per share;
193.400 shares authorized and ourstanding
Retained earmings ;
Toul upuulu:umn

Current Luabihties:

Short-term debt (Note E)

Accounts pavable

Accrued tederal income taxes

Total current labilities

Deterred tederal income raxes ( Note B)
Unamortized investment tax credits (Note B) ]
Commitments and conangenaies (Notes A, Fand G)

December 31,

1976 1973
$48.221,067 $47 368,145
29717,281 27,351,650
18,503,786 20,016,495

7.929,695 3,847,945
683 65,681
9.993,320 9912325
10,376,336 10,576,336
28,300,034 24,202,287
‘.2_'?!_&'22_" = _”_',2'3;_‘5
15,381,310 19,608,032
1,175,786 342,196
1,563,347 1,944,098
1,443,291 912,564

671,825 563,295
159,040 275,710
5013289 4037863

1,331,250 1,331,250
L npMT 21959
$40,291,982 341 015,599
$15,340,000  $15,540,000
5138612 5,195,800
20478612 20,535,800

14900000 16,400,000

377,062 660,447
g 455,672
15,277,062 17,516,119

4,038,965 2,676,580

457,343 287,100

$40,251.952  $41,015,5%

The accompanying notes are an integral part of these financial statements.
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YANKEE ATOMIC ELECTRIC COMPANY
Statements of Income and Retarned Earnings

Operating revenue
Sales of electric encrgy (Note F)
Operating expenses:
Other aperation LS _I°F , i P L L R Pt
Fuel, after deducting $167,133 1n 1979 for secoverable value of nuclear by-produces
{Note A)
Mamntenance :
Depreciation (Note A) :
Taxes, other than federal income
Federal income taxes (Note B)
Total operating expenses
Operating income
Allowar ¢ for tunds used dunng construction (Note A )
Other - net, including related taxes
Operating and other income
Interest charges:
Interest on notes payable (Note E)
Orher interest :
Total interest charges
Net income $15.54 and $9.68 per share
Retaned carmings at beginning of yvear

Cash dividends declared, $14 2% and $9.73 per share
. Retained carnings at end of year
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Year Ended December 31,
1976 1973

| 18226759 $15,004,435

4,519,986 3,940,892

4,324 469 2,955 808
1,402 969 1,604,79%
2,367,673 2,280917
706,449 549,756
_1931,235 1,207,180
15,252,781 12,339,308
2975978 2465127

6,608 23,419
e 2T (300)

- 2982311 _ 2,488,246

853,379 1,003,036
170 i

853549
2128762 1.485,166

3,195,800 3,206,284
7324562 6,691,450
2,185,950 1,495,650

- $ 5138612 § 5,195,800

The accompanying notes are an integral part of these inanaal statements.
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Saurce of tunds;

From operations.

Net imcome*

Depreciation

YANKEE ATOMIC ELECTR .C COMPANY
Statements of Changes in Financial Position

Amortization of nuclear tuel

Dete ed federal income taxes
Deterred investment tax credit L
Adjustment of prior years' investment tax credit — net

Allowance tor tunds duning construction

Net change in short-term debt

Orther sources (net)*

Total source of funds . . . | : : I X .

Applicanion of tunds:

Construction expenditures® i ot .

Nuclear tuel purchased

Dividends on common stock

Advance payment ~ nuclear fuel s
Net increase in working capital excluding short-term debe

Total applicanion of tunds

Increase (decrease) in components of working capiral:

Cash

Accounts recervable
Matenals and supplies
Prepayments

Accounts payable

Accrued federal income taxes

*Includes allowance tor tunds used duning construction.

_Year Ended December 31,

l‘)?(v

$ 2,128,762
2,367,673
4,324,469
1,362,385

(47,900)
218,143
. (6,608)
10,346,924

(1,500,000)

6293

$ 8853217

§ 855,037
4,097,747
2,185,950

1,714,483

. § 8833217

$ 833,590
149976
108,530

(116,670)
283,385
55672
$ 1714483

The accompanying notes are an integral part of these finanaal statements.

1973

$ 1,485,166
2280917
2,955,808

(9%,720)
118,300

- (23419)
6,718,052
4,400,000

180,818

$11,298.570

$ 1,405,482
3,690,133
1,495,650
1,331,250

3,376,333

11,298,570

$  (53.4068)

(314,008)
59,437
(18,212)
4070973
__(368,367)
$ 3,376,393
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YANKEE ATOMIC ELECTRIC COMPANY
Notes to Financal Statements

Note A ~ Summary of Accounting Policies:

5.

Accounting System Prescnbed
The accounts of the Company are mantaned in accordance with the Uniform System of Accounts
prescribed by Regulatory bodies having junsdiction

Plant:
The Company capitalizes, as a part of construction costs, a non-cash item of other income called
allowance for tunds used during construction at 6% which approximates the pretax cost of tunds.
The Company chatges costs of current repairs and minor replacements of plant and properties to
maintenance expense accounts as incurred. Plant retired or otherwise disposed of, together with
costs of removal less salvage, 1s charged to accumulated provisions for depreciation

Depreciation:
The Company provides depreciation on a straight-line basis by charges which equal 5% of the cost of
depreaiable assets (see Note F).

Nucdlear Fuel;

The total cost of nuclear tuel 1s amortized and charged to tuel expense over the esumated lite of the
nuclear core In 1976, amortization of the current core reflects an estimate of zeto for ner salvage
due to the vendor's cancellation of the Company’s nuclear fuel reprocessing contract. For prior
cores, including 1975, amortzation was reduced by the net value of residual uranium and
plutonium byproduct. The residual balance of $3,080,000 at December 31, 1976, representing the
estimated salvage value of spent tuel, will be charged to fuel expense ratably over the estimared lite
of tuture cores through 1981 Dunng 1976, $8 000 was charged to tuel expense. These charges
have no effece on the Company’s net income since its customers are billed for total operating
expenses plus a retum on invesrment.

Retirement Plan:

The plans in effect for substantially all employees are funded plans and provide retirement benefits,
prinaipally fixed and vaniable annuites. Unfunded prior service costs are estimated to be $907,000
at December 31, 1976, Prior service co ts are being amornized over a 20-year period. Total pension
costs in 1976 and 1978, charged prinapally to operating expenses and billable services were
$466,630 and $363.900, respectively, and incluaed the amortization of prior service costs. The
increase in pension expense in 1976 resulted principally from an increase in the number and salanes
of the employees covered by the plans. The markes value of pension tund assets exceeded the
actuanally computed value of vested benefies as of April 1, 1976, the last valuation date

-4
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YANKEE ATOMIC ELECTRIC COMPANY
Notes to Frnancaal Statements

Note B - Federal Income Taxes.
Federal income taxes consists of the tollowing components:

Federal income taxes
Deferred tederal income taxes
Investment tax credits - net

Factors affecting federal income tax expense are as tollows.

Computed “expected” federal income tax expense at 48%
Tax etfect resulting from:
State tax expense ;
Amortization of investment tax ;rcdm
All other differences
Federal income tax provisions

Effective tederal income tax rate

1976
$ 616,750
1,362,385
__{47.900)
$1 931,233

1976
$1,948.799

102,734
{96,400)
__(23,898)

$1,931.235

1975
£1.187.600

(98,720)
_ 118,300
$’,207,180

1975
$1,292,182

(44,839)
(12,300
 (28,163)
$l 206,880

The Company has adopted comprehensive interperiod tax allocanon [normalization) consistent with
regulatory approval. The following table details the components ot deferred federal income rtxes.

Reversal of prior vears” deferrals ! :
Addinonal amortization of nuclear fuel salvage valuc (see Note A)

1976

$ (116,228)
1,478,613
§1,362,383

1975
$(9K8,720)

SL‘M "20)

Investment tax credits are deterred and amortized over the estimated lives of the property giving nise to
the credirs. Investmens tax credits-net reflects reductions in tederal income taxes attributable to

such investment tax credits which have been deterred.

Federal income tax rerurns for the Company have been examined and reported upon by the Internal

Revenue Service through 1974

Nore € - Nudlear Services Division:

The Company, an electnc utility subsidiary of two registered holding companies, operates a Nuclear
Services Division under the apphicable rules and regulations of the Public Unlity Holding
Company Act tor the purpose of turnishing nuclear engincenng services, at the cost of such
services, to s sponsonng utilities and the organizations in which they may have a substantial
tinanaial or contractual interest. The cost of such services and the related revenues are not included
in the accompanying statement of income and retained eamings. A summary of these 1s as follows:

Revenues

Cost of services:
Salanes and related tnnge benetirs
Outside services
Taxes other than income ! 4
Other general and admimistrative rxpcnscs

8
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1976

$4,619087
1,632 816
219662
1,826,123
$8,297,640

1975
$7,132.982
$3.727.201

1,686,23%
154,396
1,565,150
37,132,982
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YANKEE ATOMIC ELECTRIC COMPANY
Notes to Financial Statements

Note D - Advance Payment — Nuclear Fuel:
On Sevtember 2, 1973, the Company made an advance payment in the amount of $1,331,250 under ar
agreemeat to purchase uranium as yellowcake,

Note E - Shore-Term Borrowing Arrangements:
Information as to short term borrowings is summanzed as follows:

Amoant outstanding at end of year: 1976 1973
Commeraial paper . Er e T S 814900000 $16,400,000
Weighted average interest rate at end of year ' o A8% 5.9%
Maximum amount of borrowings at any month-end 4 . 816300000 $16,400,000
Weighted average borrowings during year R . $14.634.000  $14,075.000
Effective weighted average interest rate during year 52 ‘a 5. 5% 7%

The Company has a bank line of credit totaling $20,000,000 which includes a commitment of
$14.000,000 supporting commercial paper offerings, the terms of which provide for borrowings at
the prime rate or the prime rate plus a fraction thereot. Amounts reported as cash in the
accompanying balance sheets are demand deposits which provide operating funds and compensar-
ing balances informally required to support bank borrowings, no amount of which is legally
restricted.

Short-term debt outstanding at December 31, 1976 has maturities ranging from 10 to 95 days,

Note F - Pending Rate Proceedings:

Effective June 2, 1975, the Company was permitted to increase its rates subject to possible refund upon
final determination by the Federal Power Commission (FPC). Additional revenuc related to such
increase was $2,100.000 m 1976 and $1.400,000 in 1973 which increased net income by approxi-
mately $1,100,000 in 1976 and $730,000 1 1975, Witnesses for the FPC Saaff and certain
intervenors have opposed the increase in rates. Dunng 1976 the Presiding Administrative Law
Judge rendered an imtial decision calling for a fixed 9.72% rate of return after deducting che
amount of accumedated deforred taxes in determining the net investment to which the rare of |
return is applied and no change in depreciation rate. Although all parties have appealed the initial
deciston, the Company and its outside legal counsel believe itis unlikely that the retum portion of
the increased rates will be marenally less than actually collecred, With respect 1o depreaiation,
because of the billing provision of the power contract. any change would have no effect on net
Hcome

Note G - Commiments:
The Company has contracts tor the fabnaton, conversion and entichment of nuclear fucl through
1999, Minimum contractual obligations under these agreements amounted to approximately
$4,600,000 at December 31, 1976,
The Company has contracted to purchase quantities of uranium with delivery between June 1977 and
May 1980, Payments are scheduled as follows:

1977 $ 2,900,000 |
1978 4,200,000
$12,100,000

1980 5,000,000
\
\
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YANKEE ATOMIC ELECTRIC COMPANY
Summary of Operations
(in thousands except per share data )

‘car Ended December 30,

1976 1975 1974 1973 1972
Operating revenue o . $18229  $15004  $12285  $10279  $10,280
Operating expenses, excluding federal income raxes 13,522 11,332 10,147 7,800 7,505
Federal income taxes . . - 19 1207 461 763 1023
Operaung income . . . . . gl 2976 2,465 1677 1,716 1,752
Other income .. C @ Tt 6 - 23 ) | e S AR
Operating and other income H o= 2982 2,488 1,709 1,738 1,789
Interest charges . , o w _ B53 1,003 L1220 892 600
Net income 13 He 2 S : - $2129 $1455 § S8BT 0§ BI6  § 1189
Common dividends . . . 2 g $218 $149 $ 537 § 882 § 1112
Earmings per share . . | i o $15 88 $9.68 $3.83 $5.52 $7.75
Net gencration (mullions of Kwh) . ot Vi 1248 1,193 911 1,046 644

Management's Discussion and Analysis of the Summary of Operations

The Company has power contraces with its stockholders through Junc 1991 which provide that these utilities must
purchase all of the electncal output of the plant at a cost equal to total operating expenses plus a reeumn on investment.
Increases in operating revenue of $3,200,000 10 1976 and $2,700,000 in 1975 were directly related o increased operating
expenses and 4 higher retam oninvestment

Nudclear fuel expense increased by $1,369,000 in 1976 due primarily to amortization of $809,000 of the salvage value
o depleted nudlear fuel. Dunng the year 1976, the Company's spent fuel reprocessing contract was cancelled by the fuel
processor, and the Company considered the most realistic salvage estimate for depleted fuel to be zero. See Note A of
Notes to Finanaial Statements. The balance of the increase in nuclear fuel expense was due primari'y to a reduction in the
estimated output of the current core

Operation expenses increased by $579,000 1n 1976 and $550,000 in 1975 due primarily to increased regulatory
requirements concermng secunty and satery elated matters,

Federal income taxes increased by $724,000 1n 1976 and $746,000 in 1975 due to increased income. See Note B of
Notes to Financial Statements.

Interest charges decreased by $150,000 10 1976 and $115,000 1n 1975 due to reduced interest rates,

Net income increased by $644.000 in 1976 and $598.000 in 1975 due to the increased rate of retumn allowed,
beginning June 2, 1975, undera revised power contract filed with the Federal Power Commission. See Note F of Notes to
Financual Statements.
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