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Revenusas $335.3 million $271.8 million +234
Expenses $291.2 milion $227.1 million +28.2
Interest Charges $ 232 milion $ 19.5 million +190
Net Income $ 264 milion $ 29.6 million -10.8
Earnings per Share 5 167 $ 210 -20.5
Dividends Paid per Share
(zdrrent annualrz eis $1.72) $ 166 g 1.55 + 7.1
Book Value per Common Share $ 16.89 $ 17.73 - 47
Returr 20 EqQuity 9.2% 12.0% -233
Tota: Assets $795.0 million $694.8 million 1 14.4
Customers 380,285 375.299 + 1.3
Territorial Kilowatt-Hour Sales
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common Stock

Earnings perc* ire

0

7€ 77 7€

79 80

$2

Dividend. paid per share

76 77 78 79 80



President's Letter

The national scene




gependas UT I t0 maintai
vestor base
a attract new equ

ortant that

b

)t the value

Managing the 1980's

spit poor earnings performa

ymbinat

("

‘-'\"f”d, sanrn

jepr
- - r
those challienges
: 4i
foitsa

-

B - an <trn
experience a st

my of 1980 thar y of its sister states

growti w aquire a strong energy
e 10
and we must redouble our efforts tc

i 4

roct inte " d
nteres Cerve wouid

that essential goa

shape
reguia
issues. In this

ndustry represents

J I\ not or ‘J & ’Kja‘_y -
e are a general interest group. We
ontin ur leadership

4

Y
o

J
and

to gain the support of responsibie




Financial Review

Revenues
increase,
sales lag

Where each (
vviiere eacin\

Earnings dip

Rates increased
$16.2 million




mon o ¢ £ 13 7% percent n from the 12.5 percent allowed

n their 1 4';. 10 {ec| r
We are also er iraged that the recent Commission decision did
provide a $2.3 million attrition allowance to help offset the erosive

effect on earnings resulting from requiatory lag during a period of

high inflation. Althougt » attrition allowance ordered was less
than haif that requested by the Company, this does represent the
econd rate decision which has reflected Commission
acknowledgement of the need for some attrition consideration

The Commission also allowed the Company to recover, over a five
year period, more thar ihon in costs associated with a planr.ed

iclear power plant which was later cancelled. The Company,

L " YTV
> Supreme J

ywever, has appealed to the Maine udicial Court portions

f the Commission rate crder, in particular its decision not to allow

the Company to recover $827,000 of capital costs incurred in

\ Van o 1 +H thao \ 4 i1 r / N 1act
connection with the abandoned nuclear project

CMP’'s home service advisors help comrr ragy
saving ideas such as insulated "'Roma h car
helt 1StOME jve f m 1 % to 40% n the [ " E



$64 million
new capital
raised sale

. 3 4
eceliveag

Net Electric Property
and Investments
in Associated Companies

Capital needs
top $99.5 million

’

hoco ron arr
these requirements and t

Electric
Operating Revenue

_ompany plans to issue additiona ¥
quarters of 1981 to raise approximately
shares of

f the

1enend
gepenc




More than five million barrels of costly fuel oil were

hurned 1980 to help serve our customers growing

g " . il = - % e . A al
leeds. Reduced o1l dependence IS a primary |

y CMP objective

for the 1980's



Setting strong
financial

objectives

Management has adopted long-range goals to strengthen the
Company's financial base, improve the return on shareholder s
investment and provide the financing flexibility necessary to raise
capital under adverse economic and money market congizions.

Very briefly. we seek to improve the quality of Centrz Maine
Power securities by:

¢ working toward upgrading the rating on General and Refunding
Bonds to a strong “A,

¢ improving the quality of earnings on our common stock to help
eliminate the gap between current market value and book value,
an ' by

® improving the rating on our preferred stock to a strong “A.”

As always. your Company is working to upgrade the quality of its
earnings in order to maintain reasonable dividend growth and
improve the allowed and earned return on common equity. This can
be accomplished most effectively through a program aimed at
increasing regulatory responsiveness in rate proceedings to include:

* allowed rates cf return equal to cost of capital

® more substantial attrition allowances to help offset _he effects of
inflation

¢ a current cash return on its investment in construction projects

® adoption of a forward looking test year, year end rate base and
more timely rate decisions.

In December the Board of Directors approved an accelerated investor
relations prograrn designed not only to enhance the Company's
visib..ty—and viability—within the investment community but also
to strengthen the management/shareholder partnership. The new
effort was “kicked off” with an extensive shareholder survey in late
1980. Programs will include increased personal interaction by
management with investors, brokers and analysts, improved
opportunities for shareholder participation in the issues affecting the
Company and a more attractive in-house shareholder stock purchase
plan.

Common and Preferred Shareholder Distribution
As of December 31, 1980

Shareholders Number of Shares

Maine 18,682 3,988.276
Other New England States 12.369 3.372.28¢
Atlantic 11.055 4823457
Central 7.783 1,761,722
Western 4,085 930,586
Foreign 116 18,688

54,090 14,895,015
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Central Maine Power Company

Balance Sheet
(Dollars in Thousands)

Stockholders’ Investment and Liabilities December 31,
1980 1979
Capitalization (See Separate Statement)
Common Stock Investment $235,711 $214,022
Preferred Stock 3551 35,571
Redeemable Preferred Stock (Nate 11) 58,305 33,690
Long-Term Debt (Note 10) 273.21¢ 254,699
Total Capitalization 602,806 537.982
Current Liabilities
Interim Financing (See Separate Statement) 72,131 60,592
Other Cur-ent Liabilities—
Sinking Fund Requirements 394 553
Accounts Payable 42,824 23,220
Accrued Interest 6.519 5.506
Accrued Income Taxes 1.766 7.834
Other 3,651 2,830
_55.154 39,943
Total Current Liabilities 127,285 100,535
Comiaitments and Contingencies (Notes 3. 4 and 8)
Reserves and Deferred Credits
Accumulated Deferred Income Taxes (Note 2) 32,708 27913
Unamortized Investment Tax Credits (Note 2) 30.644 26,349
Other ___ 1,598 2.058
Total Reserves and Deferred Credits _ 64,950 56,320
$.95,041 $694.837
The accompanying notes are an integral part of these fina: cal state: ents
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Central Maine Power Company

Statement of Earnings

{Dollars in Thousands Except Per Share Amounts)

Year Ended December 31,
1980 1979 1978
Electric Operating Revenues (Notes 1 and 4) $335.265 $271,764 $208.176
Operating Expenses
Fuel Used for Company Generation 65,860 29.691 19.470
Purchased Power (Note 8)
Energy 100,507 71.961 43,369
Other 30.759 28,054 28,594
Other Operation 39.934 36,572 32,736
Maintenance 13,984 14,121 11,363
Depreciation (Note 1) 21.362 20,160 15,962
Taxes
Federal and State Income (Note 2) 9,078 16 882 13,229
Local Property and Other 9.741 9,688 9,194
291,225 227,129 173.917
Equity in Earnings of Associated Companies (Note 9) 3.291 3.585 3.376
Operating Income 47.331 48,230 37,635
Other Income (Expense)
Allowance for Other Funds
Used During Construction (Note 1) 1.771 723 6,250
Other, Net 571 218 (300)
Income Before Interest Charges 49,673 49,171 43,585
Interest Charges
Long-Term Debt (Note 10) 23,657 19,825 17.514
Other 8,733 5,289 2.147
Allowance for Borrowed Funds
Used During Construction (Note 1) (9.144) (5.534) (5.687)
23,246 19,528 13.974
Net Income 26,427 29,643 29611
Dividends on Preferred Stock 5,780 4,599 4,642
Earnings Applicable to Common Stock $_20.647 $_25.044 $_ 21969
Weighted Average Number of Shares of
Common Stock Outsta.ding 12,357,075 |11.899.435 |11,378.432
Earnings Per Share of Common Stock $ 1.67 $ 210 y 218
Dividends Per Share of Common Stock S 1.66 $ 1.55 $ 1.46
The accompanying notes are an integrai part of these financial statements




Statement of Capitalization and Interim Financing

Caprtalization
Common Stock Investment

Cumulative Preferred Stock

Long-Term Debt

Total Capitalization

Interim Financing

Total Capitafization and interim Financing
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Income Taxes

The components of Federal and state income taxes reflected in the Statement of Earnings are as
foliows:

Year Ended December 31,
1980 1979 1978
(Dollars in Thousands)
Feaeral:
Current $(2.696) $ 6,596 $ (661)
Deferred 6.765 4857 3.712
Investment tax credit, net 4295 3,640 8.826
8,364 15.093 11.877
State:
Current 399 1,791 1.369
Deferred 315 @) (17)
714 1,789 1352
Total Federal and state income taxes $9.078 $16,882 $13,229

The rate-v3king practices currently followed by the PUC permit the Company to recover Federal
and state income taxes payable currently and to recover deferred taxes only when the tax law, in ef-
fect, requires such treatment or when PUC approval is granted on specific timing differences. To
use accelerated depreciation, the current tax law requires the Company to defer Federal income
taxes arising from the use of accelerated tax depreciation of expans.on property added subsequent
to 1969. The income tax effects of other timing differences are fiowed through for rate-making
and accounting purposes. The Company expects that these unrecorded costs will be recovered in
the future when taxes deferreq becomme payable.

The following table reconciles the statutory Federal income tax rate to a rate determined by
dividing the total Federal income tax expense by income before that expense.

1980 1979 1978
Amount % Amount % Amount %
(Dollars in Thousands)
Statutory Federalincome taxrate $16004 460 % $20579 460% $19914 480%
Permznent reductions in tax

expense resulting from
statutory exclusions from
taxable income
Dividend received deduction
related to earnings of
associated companies (1.287) (3.7) (1.405) (3.1) (1.377) (3.3
Allowance for other funds usec
during construction (814) (2.3) (333) (.8) (3.000) (7.2)
Other 956) 28) (861) (i.9) (563) (1.4)
12947 372 17980 402 14974 36.1
Effect of timing differences
for which deferred taxes are
not recorded (flow through)
Deduction of removal costs (851) {2.5) (743) (1.7) 578 (14)
Allowance for borrowed funds
used during construction {4.207) (12.1) 2569) (5.7) (2.730) (6.6)
Depreciation of replacement
property added subsequent
to 1969 (425) (1.2) 410) (9) (708) (1.7)
Depreciation differences flowed
through in prior years 1395 40 1,139 25 936 22
_495) (14 @04 _(7) a7 _=
Caiculated rate $ 8364 240% $15093 337% S118 286 %

Investment tax credits utilized to reduce Federal income taxes currently payable are deferred and
amortized over the lives of the assets giving rise to the credits. At December 31, 1980, the Com-
pany had available approximately $4.028.000 of additional investment tax credits which may be
used to reduce future Federal income taxes which would otherwise be payable.
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| Construction Program: The Company's load forecasts and plaris for the construction of additional
| generation and purchase of power are under continuing review and revision. Estimated construc-

' tion expenditures relating to the jointly-owned units shown below are based upon information fur-

nished by the utility responsible for the construction of the unit. These estimated expenditures are
continuously under review in light of increased costs due to deferrais, delays and other factors. The
Company's current forecasted constructicn expenditures amount to $88.600.000 for 1981 and
$409.400.000 for 1982 through 1985 exclusive of AFC but including estimates for nuclear fuel
costs where appiicable. These expenaitures include $247.800.000 for major generating facilities as
shown below. $59.800.000 for other generation facilities, $39.300,000 for transmission,
$124,300.000 for distribution an $26.800.000 for other capital projects.

The Company s Share of Generation Facilities

Expenditures
(including
stimated AFQO Estimated Expenditures
Net Through (excluding AFC)
Unit-Estimated Percent Capability December 31, Total
In Service Date Ownership Mw 1980 1981-1985 Project
(Dollars in Thousands)

Boston Edison Company

Piignm No. 2—late

1980s" 285% 33 $ 12714  § 21.800 $ 45,100

Public Service Co. of NH
Seabrook Nos. 1 &

2—1983and 1985** ks 139 66,841 95.900 150.400
Northeast Utilities

Millstone No. 3—1986 2.50 29 24.161 28.600 49,100
Central Maine Power Co.

Brunswick-Topsham

Hydro—1982 100.00 12 13,353 11.400 23.000
Shawmut Hydro-Expand

Capacity— 1982 100.00 3 195 5,600 5.800
Sears Island Coal— 1989 iy 341 10,453 36.700 475.100
Mason Coal Conversion—

1983 100.00 573 47,800 48.400

$128290  $247.800

The cost estimates: -1 compietion dates for the jointly-owned plants reflect the latest information
made available by the lead participant in each project

*Boston Edison Company has said that no firm datas can be es*.. hed for commencement of
construction or commercial operation of Piigrim No. 2 and .hat because of uncertainty sur-
rounding the licensing process these estimates of cost, financing and scheduling may no longer
be realistic.

* *Ared.ction in the overall level of construction and a ten-week ironworkers’ strike, both in 1980,
have affected the compietion dates of the units to an extent that PSNH has said will not be
known until t completes its next review of the project schedule in March, 1981. As of
December 31. 1980, the Company had a 5.04178% interest in the Seabrook units. An adjust-
ment of the ownership interests in the units over a period of approximately 13 months com-
mencing January 31, 1981 will uitimately resuit in a 6.04178% ownership interest for the Com-
pany. The estimated expenditures and estimated net capability for the project reflect the pro-
posed increased ownership percentage.

***As of December 31, 1980, the Company had an 80.8227% interest in the Sears Island Coal unit,
which it is planning to reduce through partial sales to approximately 60%. The estimated ex-
penditures and estimated net capability for the project reflect the lower ownershi, percentage.




Seabrook: The construction of the two nuclear generating units at Seabrook, New Hampshire, in
which the Company is participating as part owner. has been plagued by lengthy delays in obtaining
approvals and permits res. 'ting in greatly increased costs for the project. One court appeal from
Federal regulatory approvals 1s pending and further appeals are possible.

Pubiic Service Company of New Hampshire ("PSNH"), the lead participant in the Seabrook plant, has
experienced difficulties in financing its 50% interest in the plant. Consequently it negotiated an ad-
Justment whereby its ownership interest in the plant would Je reduced by 15% and the ownership
interests of other utilities would be increased commensurately. Commencing January 31, 1981 cer-
tain of these utilities, inciuding the Company, began making payments which over a period of time
will reduce PSNH's ownership interest from 50% to about 44%. A further reduction to approx-
imately 35% will commence when three remaining utilities obtain necessary regulatory approvals
and financing now expected to occur in the first part of 1981. Due to delays in commencing the pro-
posed reduction of its interest, in March, 1940 PSNH reduced the level of construction at the
Seabrook plant. In January, 1981 PSNH sought emergency rate relief from the New Hamgshire
Public Utilities Commission {"NHPUC") in order to cbtain sufficient revenues to satisfy interest
coverage tests under its mortgage bond indenture. PSNH has taken the position that reduction of
its ownership interest in the Seabrook plant by not significantly less than a 15% interest, together
with adequate rates and availa ity of external f.nancing. are essential to enabie PSNH to finance its
share of the piant and avoic' si1 spension of construction or other measures which might adversely
affect the compietinn and cosi of the two units. The Company cannot predict what effectfinancing
problems or further administrative or court decisions may have on completion of the project, the
cost of the project, or on the Company.

Montague Nuclear Uni:: On December 31, 1980 the iead owner of the two nuclear generating units
planned for construction at Montague, Massachusetts, announced the cancellation of the project, in
which the Company owned a 3% interest. Recovery by the Company of its investmen: of approx-
imately $1.700.000 (including AFC of $691.000) which is included in deferred charges, net of in-
come taxes, is dependent upon reguiatory approval. If any amounts are determined not to be
recoverable they wouid be charged. net of related income taxes. against earnings in the period such
determination is made.

Sears Island Coal-Fired Plant: On December 31, 1979 the PUC denied the Company's application for a
certificate of public convenience and necessity for a proposed coal-fired generating plant on Sears
Island in Searsport on the basis that the Company's need for baseload power in the late ' Z5C = did
not justify construction of a 568 MW facility. Hearings are in progress on the Company's modit.>d
application based on a smaller ownership interest, a later commercial operation date, and other
known changes in circumstances.

Nuclear Fuel Assignment: in June 1980, the Company assigned tt.c nuclear fuel enrichment contract
for its abandoned Sears Island nuclear project to tve utilities, including Maine Yankee. The assign-
ment aliowed the Company to recover approximately $3.5 million of $4.0 milicn in prepayments to
the US. government. Recovery of the remaining amount ‘s dependent upen regulatory approval.
(See Note 4 below for discussion of the PUC’s disallowance  $.5 million of reated AFC.)

On February 1, 1980, the Company filed with the PUC an application for a $35,000,000 increase in
annual revenues. On October 31, 1980 the PUC authorized the Company to increase annual gross
revenues by approximately $16,200,000 (including an attrition adjustment of $2.300,000). Such
rates are based upon an allowed overall return of 10.78%. including a return of 13.75% on common
equity. The new rates were implemented for kilowatt-hour sales on and after November 13, 1980.
The Company'’s prior rate decision in October 1978 had allowed an overall return of 9.48% inZiuuin

areturn of 12.50% on common equity.

The PUC’s order allows the Company to recover over a five-year period, through rates to be charged
to its customers, approximately $3,154.000 of expenditures for a proposed nuclear plant, the plans
for which were cancelled by the Company. 'he PUC disallowed recovery of AFC of $827,000 re-
corded on such expenditures and a related uranium enrichment contract. The Company has ap-
pealed this disaliowance and certain other portions of the order to the Maine Supreme Judicial
Court. If finally determined not to be recoverable, the costs would be charged against earnings in
the peri~< .1 which such determination is made.
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Recent Financing

The Company sold through private placement $25 million of its General and Refunding Mortgage
Bonds, Series B 9-5/8% Due 2003. The sale of $15 million of the Bonds was compieted in October
1978 and the balance of $ 10 million in January 1979.

The Company sold through private placement $40 million of its Ceneral and Refunding Mortgage
Bonds. Series C 10-1/2% Due 1999. The sale of $23.5 million of the Bonds was completed in Oc-
tober 1979 and the balance of $16.5 million in January 1980.

In Aprii 1980 the Company entered into a two-year revolving credit and term loan agreement with
several banks in the amount of $40.0 million with interest at the prime rate. At the end of the
revolving credit term, the Comprany has the option to convert the amount then outstanding into a
three-year term loan payabie in six equal semi-annual instaliments, with interest at 102% of the
prime rate during the first and second years and at 104% of the prime rate during the third year.
The Company may repay amounts from time to time outstanding under the agreement without
penaity. The loan is secured by a pledge of the Company's 38% common stock interest in Maine
Yankee Atomic Power Company. At December 31, 1980 the amount of outstanding revolving credit
sans was $9.0 million.

On July 31, 1980 the Company soid through a public offering 250.000 shares of Preferred Stock
11.75% Series (5100 par value). The proceeds of $24,725,000 were used to reduce short-term bor-
rowings incurred primarily in connection with the Company’s construction program.

@n November 26, 1980 the Company soid 1,600,000 additional shares of its Common Stock. The
proceeds of $18,832,000 were used to reduce revoiving credit loans incurred primarily in connection
with the Company's construction program.

The Company uses short-term borrowings under iines of credit with commercial banks and com-
mercal paper to initially provide financing for construction and other corporate purposes. The Com-
pany ntends ultimately to repay these borrowings with the proceeds from sales of long-term debt
or equity securities. Certain information related to borrowings is as follows:

1980 1979 _ 1978
{Dollars in Thousands)
Tctal lines of bank credit $67.950 $66.450 $52.700
Urused lines of bank credit at year end 63.950 66.300 52.700
Borrowings outstanding at year end
Notes payable to banks 4,000 150 —
Commercial paper 62.198 60.442 41.391
Total 66,198 60,592 41,391
Weighted average interest rate on borrowings
outstanding at year end
Banks 19.00% 16.78% -—
Commercial paper 19.14% 14.20% 10.71%
Average Jaily net outstanding borrowings
Banks $ 80 $ 15 $ 169
Commercial paper 57.358 44915 25.168
58,159 44930 25337
Weighted daily average annual interest rate
Banks 19.10% 12.75% 8.59%
Commercial paper 13.74% 11.68% 8.35%
Highest level of borrowings outstanding at
any time during the year $§77.728 $62.645 $41.391

Existing lines of credit at December 31, 1980 totalied $567.950.000 with $15,500.000 requiring
from 1% to 10% of the line in compensating balances. Annual fees of either 'z to % of 1% of the
line or 5% to 8% of the prime rare *imes the line are required on $44,000,000. One commitment of
$5,000,000 cails for 2 Cui.wuiuin Of compensating cash balances and an annual fee. Other com-

mitments amounting to $3,450.000 require compensating cash balances only on outstanding ioan
balances.

The Company's Articles of Incorporation limit Unsecured Borrowings that may be outstanding to
20% of Capitalization, as defined ($119,536,000 as of December 31, 1980). Unsecured Borrowings.
as defined, amounted to $77.448,000 as of Decem* . 31, 1980.

The Company has two non “ontributory defined benefit pension plans which cover substantially all
of its employees. The Company’s policy is to fund pension costs accrued on an annual basis. Annuai
pension expense, including amortization of prior service costs over 30 years, amouni>d to
$2,562.000, $2,420.000 and $22.273.000 for years 1980 through 1978, respectively.
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9.

The Company's advances to and ownership interests in the common stock of joint corporate

Associated generating companies and other associated compenies. accounted for using the equity method, are

Companies

10.
Lon j-terin Debt

a- follows:
.lvestment at
Percent December 31,
Ownership 1880 1979

(Dollars in Thousands)
Joint corporate nuclear generating companies:

Maine Yankea Atomic Power Compar:, 38.0% $25388  $25.396
Vermont Yankee Nuclear Power Corporation 40 2317 2.328
Connecticut Yankee Atomic Power Company 6.0 337 3,042
Yankee Atomic Electric Company 95 1,548 1,962

33.024 32,728

Other associated companies:

Maine Electric Power Company. Inc. 78.1 916 974
Central Securities Corporation 100.0 1,149 1,070
Cumberiand Securities Corporation 100.0 3,042 1,783
The Union Water-Power Company 100.0 239 186

$38370 $36.74)

Condensed financial information of Maine Yankee Atomic Power Company and Maine Electric Power
Company. Inc., is as follows:

Maine Yankee MEPCo.
1980 1979 1978 1980 1979 1978
(Dollars in Thousands)

Earni
Operati.y : cvenues $ 84245 5 68867 S 70373 5111604 $98.122 $59.860
Eariings applicable to

Cemmon Stock S 6574 S 6650 s 6702 $ 146 S 155 S 164
Comg ny's equity share

of net earnings S 2498 S 2527 S 2547 114 § 121 $ 128
[Ivesument-
Total assets $297.064 $287,105 $265955 $ 31,100 522804 520812
Less:

Preferred Stock 11,980 13.070 13.696 ~ - -

Long-term debt 134,823 139373 128,818 9.900 10.560 11.220

Other liabilites and

defi rred credits _ 83450 67.830 56.634 20,028 10.997 8,267

Net assets $ 66811 566832 566807 S 1172 S 1247 § 1325

Company’s equity ir net

assets § 25388 5 2539 S 25386 S 916 S 974 s 1035

General Provision: Under the terms of the Indenture securing the First and General Mortgage
Bonds, substantially all of the Company's electric utility property is subject to a first mortgage lien.
Bonds issued under the General and Refunding Mcrtgage Indenture are subject to the prior lien of
the First and General Mortgage Indenture until the First Mortgage Bonds have been retired.

All or any part of each outstanding series o First and General Mortgage Bonds and General and
Refunding Mortgage Bonds may be redeemed by the Company at any time at established redemp-
tion prices pius accrued interest to the date of redemption, except that the Series A Bonds are sub-
ject to certain refunding limitations until May 1. 1986. the Series B Bonds untii October 1, 1988 and
the Series C Bonds until October 15, 1989.

Sinking Fund Requirements and Maturing Debt: The annual sinking fund requirements for First and
General Mortgage Bonds (1% of maximum principal amount of series outstanding) may be met by
payment in cash or repurchased bonds or, up to one-half of their amounts, by the certification of ad-
ditional property. The Series A General and Refunding Mortgage Bonds have no sinking fund. The
Series B General and Refunding Mortgage Bonds have a five percent mandatory cash sinking fund
commencing in 1984, and a "oncumulative optional five percent cash sinking fund, limited to one-
third of the aggregate principal amount of Series B Bonds issued, also commencing in 1984. The
Series C General and Refunding Mortgage Bonds have a six and one-quarter percent mandatory cash
sinking fund commencing in 1984, and a non-cumulative optional cash sinking fund, not to exceed




i

the amount of the mandatory cash sinking fund and limited to thirty-one and one-quarter percent
of the aggregate principal amount of Series C Bonds issued, also commencing in 1984.

The Company intends to meet one-haif ($680,000) of the 1981 sinking fund requirements by the
certification of additional property. Sinking fund requirements and maturing debt issues (exciusive
of $1.152,000 purchased in advance) for the five years ending December 31, 1985 are as follows:

Year Sinking Fund Maturing Debt Total
(Dollars in Thousands)

1981 $ 689 $ 5933 $ 6622

1982 970 — 970

1983 1.256 8.452 9.708

1984 5.023 20.000 25,023

1635 4,905 10,020 14,925

‘ Sinking fund p: avisicns of the $11.25, 8.40% and 11.75% Series Preferred Stock require the Com-

pany to redeem ai shares at par plus an amount equal to dividends accrued to the redemption date
on the basis of 3.850 shares annually for the $11.25 Series, 13,750 shares annually beginning in
1982 for the 8. 40% Series and 10,000 shares annuaily beginning in 1986 for the 11.75% Series.
The Company aiso has the non-cumulative right to redeem up to 13,750 additional shares of the
8.40% Series annually beginning in 1982 and up to 10,000 shares of the 11.75% Series annually
beginning in 1986 at the saime price. The annual sinking fund requirements are as follows: 1981 —
$385.000; 1982 through 1985—$1,76C,200.

Under terms of the indentures securing the Company’s Mortgage Bonds and the Company's Articles
of Incorporation no dividend may be paid on the common stock of the Company if such dividend
would reduce retained earnings below $29,604,000. At December 31, 1980 $46,323,000 of re-
taincd eamings was not so restricted.

Unaudited quarterly financial data pertaining to the results of operations for 1980 and 1979 is
shown below:

Quarter Ended
March 31 June 30 Sept. 30 Dec. 31
(Dollars in Thousands Except Per Share Amounts)

1980

Electric Operating Revanues $101,165 $68.292 $71995 $93813
Operating Income 12.905 9.942 10,114 14,370
Net ... -ome 7.807 3951 5184 9.485
Earnings Per Common Share R 23 29 58
1979

Electric Operating Revenues $ 76.001 $63,536 $64.437 $67.790
OperatingIn . 14,007 10.676 10.729 12.818
Net Incom 9472 5.957 6.027 8.187
Earnings Per Common Share 70 41 41 59

The major fluctuations between quarters in any given year generally are caused by the seasonal
nature of the Company’s business. Hic rically, larger sales of electricity have occurred during the
winter months.

The following suppiementary information is supplied in accordance with the requirements of the
Statement of Financial Accounting Standards No. 33 for the purpose of providing certain informa-
tion about the effect of changing prices. it shouid be viewed as an estimate of the approximate ef-
fect of inflation, rather than as a precise measure.

Constant dollar amounts represent historical costs stated in terms of dollars of equal purchasing
power. as measured by the Consumer Price Index for All Urban Consumers (CPI-U). Current cost
amounts refiect the changes in specific prices of plant from the date the plant was acquired to the
present, and differ from constant dollar amounts to the extent that specific prices have increased

31
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Central Maine Power Company

Tvents at thc Three Mile Island Nuclear Unit No. 2 in
Pennsylvania ("TMI") in March, 1279 have prompted a rigorous
reoxam-natzon of safety related egquipment and operating

rocedures in all nuclear facilities. The Company has
-“t.res.s in four cperating nuclear generating plants
(represen.ing approximately 25% of the Company s current
generating capacity) and ir. three other nuclear generating
plants which are either planned or under construction in New
England. See Item 2, "Prcperties - Existing Facilities and
Planned Fac;li:;os”

The Company has been informed by Maine Yankee Atomic
Power Company ("Maine Yankee") and the owner-operators of
the other nuclear plants in which it has interests that
shose companies have made the near-term modifications
required by the Nuclear Regulatory Commission ("NRC") ir
response to studies of the TMI incident. Maine Yankee and
the other owner-operators are still in the process of
evaluating the impact of certain long-term modifications
suggested by the NRC. While the ultimate effect of these
and various other reexaminations, studies and legislative
. 'oposals arising out of the TMI incident cannot be
spec;ficallj predicted, they coculd interfere with or prevent
licensing of and cause delays in construction and costly
modifications of both the operating and planned nuclear
plants in which the Company has an interest.

For a further discussion of certain of these problems as
they have affected the Company, see the remaining material
under Item 2, "Properties” anc Item 3, "Legal Proceedings -
Regulation and Rates”

Employee Relations

.cc:a:;nq and maintenancs employees in each of the
Company's four operating divisions, and office and clerical
amployees in twe divisions, are represented by a local union
affiliated with the International Brotherhocod of Electrical
Workers (AFL-CI0). At December 31, 1980, the Company had

2,008 employees.

The current unicn contracts extend from May 1, 198C ©o
May 1, 1982 and thereafter from year tc year unless either
party shall give at least 6C cdays' notice pricr to an
anniversary date. The contracts provide for wage increases
which, with adjustments and 521190 penefits and increases ©O
acneunion employees, will result in increased payroll costs

cwer Company
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of approximately $4,000,000 during each of the first and
second contract years.

Eavironmental Expendituress

The Company estimates that its capital ex.enditures
for environmental purposes fur the five years 1976 through
1980 totalled approximately $20,520,000. Capital
expenditures for such purposes for 1981 and 1982 are
presently expected to total approximately $3,200,000 and
$18,200,00C, respectively. Such expenditures are tased upon
the assumption that no substantial additicnal expenditures
will be regquired in 1981 and 1582 in order to comply witt
the Water Pollution Control Act Amendments of 1972 or the
Clean Air Act Amendments of 1377. See Item 3, "Legal
Proceedings - Invircnmental Matters".

Executive Officers

The following are the present executive ocfficers of the
Company with all pesitions and cffices held. There are no
family relationships between any of them nor are there any
arrangements pursuant to which any were selected as
officers.

Name Age Office and Year First Elected
Elwin W. Thurlow 57 President, Chief Executive Officer

and Directer - 1972

Charles E. Menty 54 Senior Vice President,
Engineerng and Production,
and Directer - 1571

Robert F. Scott Sl Senicr Vice Presi.dent,
Customer Services, and
Director - 197&

Thomas C. Webb 46 Senior Vice Presiden®,
Finance - 1977

Nerman J. Temple 59 Vice President, Legislative and
Public Affairs - 1967

Matthew Zunter 26 Vice President, Administrative

Services - 1378
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Joi'~. B. Randazza . - Vice President, Special
Projects - 1979

Rebert S. Howe 21 Comptroller - 197
Richard A. Crabtree 3% Treasurer - 1378
Seward 3. Brewster 53 Secretary and Clerk - 139638

Each of the executive ocfficers has for the past five
vears been an officer or emplcyee of Central Maine Power
Company, except for Mr. Webb. Mr. Webb was olcc:cd to the
positions of Vice President, Financial, and Treasurer in
1977 after having been Treasurer (from 1974) ard Assistant
Treasurer (1972-1974) of Wisconsin Power and Light Company.
*ho executive off;cors are elected at the Bo;rd of Directors
meeting following the Annual Meeting of Stockholders and
hold office until their successors are elected or gQualified.

tem 2. 2P

'
A

orerc.es.

ot

~es

[ &

Existing Facil

The electric properties of the Company form a single
'-’.qraccd system which is connected at 345 kv and 115 kv
with the lines cof Public Service Company of New Hampshire at
the southerly end and at 115 kv with Bangor Hydro-Electric
Company at the northerly end of the Company's system. The
Company's system is alsc connected with the system of The
New Brunswick Electric Power Commission, Canada, and with
8angor Hydro-Electric Company through the 345 kv inter-
connecticn constructed by Maine Electric Power Company, Inec.
("MEPCo."), a 78% owned subsidiary of -he Company. As of
December 31, 1980, the Company had about 2,246 circuit-miles
of cverhead transmission lines, .5,645 pole-miles of
overhead distribution lines and 320 circuitemiles of
undarground and submarine cable. The maxi im one-=hour £irm
system net peak lcad experienced by the Cowpany was
approximately 1,212,000 kw on January 12, 198l1. As of that
date the Company's net capability was 1,489,610 kw,
including 13,790 kw of purchases. At the time of the 1380~
1981 peak, the New England Power Pool had 21,372,000 kw of
installed ‘apac;- to meet the lew Zngland Power Pocl peak
load of 15,518,000 kw. See "NEPCOL" under this caption
celow.




The Company ocperates 22 hydro-electric gcnera--nq
tions, of which "1 are owned and cne is leased, wi an
stimated net capability of 300,200 kw, and owns all c: pare
of, and operates, two oil-f;red steam-electric generating

stations with an est ted net capability of 747,160 kw
(consisting of 593, 590 kw at Wyman Station exclusive of
251,3C0 kw attributable to the 30 25% ownership interests of

other utilities :in Wyman Unit No 4, and 153,570 kw at Mason
S.a"on) These oil-fired stations are located on

idewater, permitting wate:bo:ne delivery of fuel. The
-ompan; alsc ™as four internal combusticn generating
facilities wi.h an estimated net capability of 47,150

The Company owns varying peortions of four cperating
nuclear clants located in New fnqland. It owns a 38%
interest in Maine Yankee Atomic Pcocwer Company ("Maine
Vanxee ) and is entitled %o the same pcrcontaqo of the power

roduced by Maine Yanxce S generating plant at Wiscasset,
Wn-u « in add..zon, the Company cwns a 9.5% interest in
‘ Yankee Atom: Electri: Company, a §% interest in Connectizut
Yankee Atom z: Power Company, and a 4% interest in Vermont
Yankee Nuclear Power Corperation.

The Company is entitled tc the same respective
pcr.entaqe °f the power produced in each generating
company's plant. As of December 31, 1980, the Company's
share of the capacity of the four plants am~ inted to the
following:

Maine Yankee . . 310,850 kw Connecticut Yankee . . 34,800
Yankee Atomic.:. 16,700 kw Verment Yankee . . . . 18,360

See Izem 1, "Business - Problems Affecting the Industry" for
a discussion of the possible irpact of the TMI incident on
the above operating nuclear plants.

The Company is cbligated %o pay its proporticnate share
¢f the operating expenses, including ‘eprec-a:;cn and a
return on invested capital, of Maine Yankee and each of th
ctler generating compan.s referred to above for periods of
30 years expiring at vari:ous dates from 1991 through 2002.

ndc* ““e =olerp ant and Industrial Fuel Use Act of
1373, a "new" electric pewerplant is prohibited from using
cil as a “rimary energy source and is *equ;:ed to be
constru ed 4::: the capability to burn coal or alternate
‘ fuels. An "existing" cil-f.red powerplant = Y De reguired
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oy t.e Department of Energy ("DOE") to convert to the use of
coal r an alternate energy source, provided such plant has
the cupability to utilize coal or such alternate source or
could have that capability, if financially feasible, without
being subject to substantial physical modification or
substantial reduction in rated capacity. The Company
believes that all of the oil-fire~ units at its two existing
plants gualify as "existing" powerplants. In view of the
lack of experience tc date under the Powerplant and
Tadustrial Fuel Use Act, no assurances can be given as ©O
=he ultimate status and treatment of the Company's existing
cil-fired units under suca Act.

Sased upon preliminary stucies, the Company c.rrently
intends =o convert Units Nos. 3, 4 and 5 at Mason Sta%tion
(aggregating 108,870 kw) from cil-fired to coal-fired unit
Such conversicon is expected to cost approximately
$50,000,000 (excluding AFC) based upcn a completion date in
1384. The conversion is subject to obtr .aing various
regulatory and environmental permits.

MEPCo. owns and cperates a 345 kv transmission
interconnecticn, completed in 1971, extending from the
Cempany's substaticn at Wiscasset to the Canadian border
where it connects with a line of The New Brunswick Electric
Power Commission (the "Commission") under a 2S5-year
intarconnection agreement. Under a subsequent agreeme:t,
the Commission provided up to 4CC,CC0 kw of base locad power
sver the interconnection, of which the Company's share was
41,100 kw. Pursuant to a revision of that agreement, the
power provided by the Commission has been reduced to 133,000
kw from 1981 =0 the termination of the agreement in 1S8S.
The Ccmpany's share s 7,800 kw which the Company plans to
reduce to 4,200 kw from November, 1981 until termination 22
the agreement, through assignment to another —tilit

As par- of its power planning, the Company periocdically
enters .nt- agreements of varying durations with other
utilities for the purchase of unit power. The Company is
currently negotiating with the Commissicon for the purchase
sf 100,000 kw 2f unit power from the Commission's nuclear
plant under construction at Point Lepreau for an
undetermined period commencing in 1982. No assurance can be
given that the purchase will be consummated.




NEFCOL

The Company is a member of the New EZngland Power Pool
("NEPCOL"), which is open to all investor-owned, municipal
and cooperative utilities in New England, under an agreement
in effect since 1971 which provides for coordinated planning
of future facilities and operation of approximately 98% of
existing generating capacity in New England and of related
transmission facilities. The NEPOOL Agreement imposes
obligaticns concerning generating capacity ~eserve and the
use of major transmission lines, and provides for central
dispatch of the region's facilities. The Company expects %o
be able to satisfy its reserve cbligations under the NEPOOL
Agreement through the 1980's from its own generating
capacity and from avai.able scurces of purchased power.

Construction Program

The Company is engaged in a continuous construction
program to accommecdate existing and estimated future lcads
on its eleciric system. During the five-year period ended
December 31, 1980, the Company's construction expenditures
amounted to $339,784,000 (including investment in jointly-
owned projects), not including allowance for funds used
during construction ("AFC") of $<1,330,000. Plant
retirements during the pericd amcunted to $21,746,000. The
Company's constructicn program for the peried 1981 through
1985, shown below, is ~ ..ently estimated at approximately
$498,00C,0C"7 (n>t including AFC estimated at $141,300,0C00,
but includiag estimates for nuclear fuel costs of

17,100,000 where applicable). The Company estimates that
construction expenditures for each of the years 1981 through
1985 will be approximately $88,800,000, $127,200,000,
$85,500,000, $89,400,000, and $107,300,000, respectively.
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Generation
Central Maine Power Company
Projects
Brunswick-Topsham (Hydro) $1C.5 $ .9 $ 11.4
Sears Island (Coal) -3 35.8§ 36.7
Mason Station
(Conversion tec Cecal) 2.8 $3.0 47.8
Projects Sponscred by Others
Seabrook Nos. 1 & 2 (Nucl@ar) 33.9 62.0 85.9
Mi_lstone No. 5 (Nuclear) $.0 23.6 28.6
Pr:lgrim Ne. 2 (Nuclear) 8 21.0 21.8
Transmission 2.4 36.9 39.3
Distribution 19.9 1C&. 2 124.3
Cther Capital Projects
(including small hydro projects) 10.1 82.1 92.2
$88.5 $40% . 4 54358

The above estimated expenditures for major jeintly-owned
generating facilities are based upon the latest information
furnished by the sponsoring utility.

See discussion below for certain information regarding
regulatory and other factors which may affect the cwnership,
construction, nature, timing, estimated cost and oreration
of planned facilities.

Sased upon the Company's estimate of the average annual
compound ~rowth rate in the Company's peak capacity
requirements for the years 1981 through 1990 of
approximately 2.1% and anticipated growth rates throughcout
New Zngland, the Company believes that its generating
capacity, including and assuming timely additions to
generation %o be Pre ided by certain of the jointly-cwned
projects described below, coupled with power purchased from
other utilities with excess capacity, will be sufficient to
meet such requirements and its reserve reguirements -“do'
the New England Power Pcol Agreement through the 198C's.
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Ffinancing Consideratiocons

In 1980 inteznal sources of funds provided approximately
20% of the Company's total construction reguirenents with
the remainder provided by external sources. The Company
estimates that approximately 32% of the Company's total
constIuction regquirements will be financea by internal
sources in 1981. The Company currently plans to raise
approximately $390,000,.C0 from the sale of long-term debt
and alsc plans to issue 2,0CC,000 shares of common stock in
i1981. However, the nature and timing of future financing
will be determined in light of future market cocnditions,
earnings and other relevant factors. The continuaticn of
the Company's 1981-1985 construction program at planned
levels depends upcn the Company's ability to finance a
substantial portion cf the program from external sources.

In April, 1980 the Company entered into a two-year
revelving credit and term loan agreement with several banks
in the amount of $40,000,000 with interest at the prime
rate. At December 31, 1980 the amount outstanding under
this agreement was $9,000,000. At the end of the revelving
credit term in April, 1982, the Company has the option %o
convert the amount then outstanding into a three-vear term
ican payable in six egual semiannual installments, with
interest at 102% of the prime rate during the first and
second years and at 104% of the pr we rate during the third
year. The Company may prepay amou... s from time to tine
cutstanding under the agreement without penalty The loan
is secured by a pledge of the Company's 38% common stock
interest in Maine Yankee Atomic Power Comvany.

In addition to funds reguired to finance it
construc .ion program during the period 1981-1985, funds
aggregating $64,673,0C00 must be provided for preferred stock
and mortgage bond sinking fund requirements and dert
maturitles. See Notes 10 and 11 of Notes tc Financial
Statements of the Company and Statement of Capitalizatien
and Interim Financing of the Company.

Planned Facilities. The Company plans to construct a
568 MW coal-fired plant at Sears Island, which plant is
proposed to bDe jointly owned with other electric utilicies.
In December, 1979 the PUC issued its order denying the
issuance of a certificate of public convenience and
necessity based on findings that the Company's projected
need Icr bDaselcad power in 1987 did net justify censtruction

- -
- -
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of a 568 MW facility “of which the Company's proposed sha.:
was 459 MW or approximately 80%. The Company petitioned on
January 18, 1980 for a rehearing befcre the PUC and such
petit‘ 'n was granted. In its petiticn for rehearing the
Compa..y deferred the estimated date of commercial cperation
of the proposed plant from 1987 to 1989 and stated its
intention %o reduce its ownership share of the plant from
approximately 80% to between 55% and 607%. Hearings on the
Company's revised proposal have bDeen 1n progress since the
ummer of 1980.

The Company presently estimates that the cosc of the
Company's share of the Sears Island plant (based upcen a 60%
ownership interest and a commercial operation date in 1989)
will be approximately $475,10C,00C, excluding AFC of
approximately $185,400,000. As of December 31, 1980 the
Company's share of Sears Island expenditures (not includin
AFC and based upon the current 80% ownership interest) was
approximately $6,975,000. See Note 3 of Notes to Financial

tatements of the Company.

In addition to the Sears Island plant, the Company 13
participating or expects to participate as a part owner with
sther New England utilities in several other major electric
generating plants now planned or under construction. Such
participation weuld be on a tenancy-in-common basis.

The Company's actual expenditures through December 31,
1380 and estimated expenditures for jointly-owned generating
facilities listed below (not including AFC wiich will be
substantial but including nuclear fuel costs wherever
applicable) are set forth in the following table (see also
Note 3 of Notes %o Financial Statements of the Company):

[



Company's Shere

fowel
Estimated txpenditures tstimated
Date of Thrangh Construc~
thorgy Cowmercial Capacliry Capacity Ownership Decembur 310, tloq
Uniy Seuice Operatient 1) A AMd) . Ipterest Rl S Cosield
{Dotiers In Thousands)
Sosbrouk Nus. |
and 2(3) Nuclesr 1983-1985 2,300 139 (6.04%) $58,63) $150, 400
Pligrim No, 2 Nuclear (L)) 1,1% 33 (2.05%) 8,999 ()
Hiltiswtone No. ) Nuclear 1986 1,150 29 (2.%0%) 18,9595 W9, 100
Soears Island(b) Coal 1989 560 i1 ) v 9) 6,915 479,00

(1) the completion dates of these unics have been deferred from time 10 time and additional deferrals may occur due Lo
ticensing deluys, economic and political conditions snd other factors. Doferrals have the effect of significantly

Iincreasing the cost of a wnit. '

(2) tstimated construction expenditures relating to the jointly owned units shown sbove ere besed upon Informstion
fur dlshed by the utltity responsible for the construction of such wnit. The Company has been advised by each of
the sponsoring urilities thet constructicn budgols are cont lnuously under review In tight of increased costs due to
deferrals, delays and other fecrtors. The estimated expendltures, compleiion dates and completion of all the above
wnits may #iso be affectod by the various fectors referred to below and other events and conditions which cennot 9

nwow be predicred.
]
(3) As i December 31, 1980, the Company hed a 5.041768% Interest In Sesbrook. An adjustmsnt of the ownership Interests :i
i the units over a perlod of approximately 13 sonths commencing January 3V, 1981 will witimately resuit In & w
G.04178% ownurshilp interest for the Company. See "Seabrook™ wunder this caption below for a discussion of the e
pussible deferral of the Seabrook units snd of possible Increased costs.

Tl

(4) Doston tdison Company, the utllity responsibie for construction of Pligrim Na. 2, has announced that due Lo the
time required for the construction of the unit and completion of ticensing and ragulatory proceedings and the
greatly Incroncing construction cosis no flirm date can be established for the comsuncement of construction or
commerclal vpuration of the unit. As » resuit, estimates of construct lon expenditwres and schedullng are no lonyer
reallstic. Swch utitity has also stated that when & more definitive schodule s set for the granting of @
umnrm:thro permit, It wiil be able Lo develop ruvised cost ostimates. AL that tise such utllity has stated that
it I8 its latention 1o review the feasibility of the project and to declde whother Lo cancel or cont inuwe
construction of the project. In the mesntime procurement commitments for the project are belnyg defurred.

{5) 1he Company's projected ownership share of this unit hes recently been cheaged from spproximately BUY Lo
approximately 60%. The amount s y above with respect to expenditures through Dec v 31, 1980 are based wpon &
current ownership Interest of 80X while the amount with respect Lo totsl estimatod construction cosis sssumes & 60%

ownership.

AUequo, Jemog eu
wieg
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Due to the time required for the construction of generating facilities and the completion
of licensing and regulatory proceedings relating thereto, substantial investments in the
above units will be required prioiv to the completion of licensing and remgulatory
proceedings. There is no assurance that all necessary approvals, permits or licenses
will be obtained, or if obtained, will not be modified or revoked or that the units will

be completed,

0861 -
<, 39mO¢d
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Seabrsok. The nécessary apgrovals and permits for th
construction of the Seabrook units have been cbtained and
have been upheld by the courts on appeal by a number of
cpposition groups. Construction :s currently in progress,
although at a reduced level from that originally scheduled

fsr 1980-1981 (see below). One appeal is still pending and
a further limited evidentiary hearing on the seismic issue
has been ordered by the NRC. Further proceedings before the

S relating to the licensing of the units will be required
£5r operation, and other proceedings ard appeals are
possible. The Company is unable <o precict the cutceome of
such proceedings or what effect current or further
administrative »r court proceedings may have on the cost or
completion of the project or on the Company.

Public Service Company of Naw Hampshire ("PSNH") has
experienced difficulties in financing 1%ts 5C% share ¢f the
Seabrook units. Conseguently, PSNH has obtained commitments
far =he sale of about a 15% share to several New England
usil:ties, including 1% to be sold tu the Company.
sammencing January 31, 1%81 certain of these utilities,
Luding the Company, began making payments which over a
sd of time will reduce PSNH's ownership interest Ifrom
s about 44%. A further reduction to about 37% will
mmence when Massachuset=s Municipal Wholesale Electric
Zompany receives i1ts initial financing and to about 15% when
two remaining utilities obtain necessary regulatory
approvals and financing. There can be no assurance that
such approvals will be granted and financings cbtained.

o IS |

O w»ng e )

n January, 1981, PSNH sought emergency rate relief from
HPUC in order to obtain sufficient revenues Tto ensure
the earnings coverage test applicable to the issue of

s under its mortyage bond indenture would be satisfied
connection with a substantial bond issue planned for the
reh guarser of 1981. In February, 1981 the NHPUC

marily denied PSNH's request for emergency rate relief
ing that an emergency had not Deen demornstrated, PSNH s
3 le to prediczt the effect of this denial on 1its plans for
f.mancing 1%s interest in the Seabrook project during 1981.

'
4 3
®
e

In March, 138C, PSNE anncunced that due t©2 the unset:led

s=ate of the capi:al marke=s and the high cost of external
funds and the delay in cbtainling approvals for the reducticn
im 1%s interest in the Seabrock project 1T was substantially
reducing the cvecall level of construction of the Seacrsck
sroject in order o lessen PSNE's external financing
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regquirements. PSNH has stated that such reduction and a
ten-week ironworkers' strike in the summer of 198C have
affected the completicon dates. The extent to which such
dates have been affected will not be know:, until FSNH
completes its next review of the project schedule in late
March or early April, 1981. However, the figures for
estimated construction expenditures and costs of the
Seabrook plant set forth above give effect tc the reduced
level of construction (assumed for this purpese to continue
through March, 1%81) which PSNH has stated would postpone
the scheduled completicn dates of the units to 1584 and
1986, respectively, and would increase the estimated cost of
the units. It is anticipated that the reduction will
continue until the reductions of PSNH's interest in the
plant %o 35% have commenced, assuming that the capital
markets are reascnably stable at that time and that adeguate
rate relief is granted to PSNE.

Varicus orders of the NEPUC have required delays of work
or deferral of costs on Unit No. 2 of the Seabrook plant
til commencement of the reduction of PSNH's ownership
interest in the Seabrook plant.

Mcntague. On December 31, 198C the lead cwner of the
tWe nuclear generating units planned for construction at
Mcntague, Massachusetts announced the cancellaticn of the
project, in which the Company owned a 3% interest. Recovery
by the Company of its investment of apprcximately $1,70C,000
(including AFC of $691,000) which is included in deferred
charges, net of income taxes, is dependent upen regulatory
approval. If any amocunts are determined not to be
recoverable they would be charged, rnet of related inccme
taxes, against earnings in the pericd such determination is
made.
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Fuel Supply »

The Company's kilowatt-hour production by energy source
for each of the last two years and as estimated for 1961 is
shown below:

Actual Estimated
Source 2979 1980 1981

Nuclear (principally z.om

Maine Yankee) 33X 30% 32X
Hydro 9 e i8
0il 16 23 29
Purchased (principally freom

cilefired sources) 32 32 21
The 1981 e ted kilowatte-hour output from oil and

surchased power may vary depcn ing upon the relative costs
£ Company-generated power versus power purchased through
NEPCOL.

il. The Zompany's steam and internal combustion

ic generating units are oil-fired. The Company has a
t dh-.h expires on June 1, 1982 for t\o supply of
essentially all of the Company's oil regquirements at world
market prices. Under the contract, the CGmpanj retains the
right to purchase 25% of its Quarterly requirements in the
cpen market.

The average cost per barrel of fuel oil purchased by the
Company during the past five calendar years was $§10.38,
$12.17, $12.05, $16.95 and $25.32, respectively. Most of
the fuel 2il burned by the Company and the other member
utilities of NEPCCL is imported. The availability and cost

£ o0il to the Company, beth under any contract and in the
open market, could continue to be advcrso-/ Affec'ad by
policies and events in oile-producing nations, other factors
affecting world supplies and domestic qovsrnmen:al action.
I is impossible ©o predict the impact on the Company's
cperations of possible action by the President or Congress
with respect %o import fees, duties or Juoctas cn o.l, oOr
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this capacity proposéd by the Company differs from designs
heretofore implemented at cther nuclear facilities Dut 1is
essentially the same basic concept of more compact storage
in the existing spent fuel pool. If the propcsed
modification 13 not approved, the Company will have to
develop altern ve plans which weoculd invelve further

approval by tho NRC.

The Company has been advised by the companies operating
or planning nuclear gewn.vating stations in which the Ccmpany
has or expects to have an interest that they have contracted
for certain segments of the nuclear fuel production cycle
through var ous dates. Contracts for other segments of th
fuel cycle will be required in the future, but their

)

ava;-nbi;;:v prices and terms cannot now be predicted.
Ceal

Although the Company currently does not have a c~niract
r coal supply, it has started to exp;e*o poss‘blc
rran qemcn.: for a supply at the Mason Station unit
currently prﬂposod for conversion to conl £1rod cperation in
1384 and at the Sears ‘s.ard unit present scheduled for

commercial operation in 1989.

Item 3. Legal Proceedings.

Regulation

The Ccmpany is subjoct to the regulatory authority of
the Maine Public Utilities Commission ("PUC") as to retail
rates, ac:ount-nq, service standards, territory served, the
:ssuance of securities and various other matters. The
Company is also subject as to scme phases of :ts rusiness,
including Liccns.“q of its hydro-electric staticns,
acsounts, rates relating to wholesale sales (which
constitute less than 1% of operating revenues) and ©to
interscate transmission and sales of energy and certain
other matters, =0 the jurisdiction of the Federal Znergy
Regulatory Commission ("F‘RC ) under Parts I, II and III o
the Fecderal Power Act Other activities of the Cor any £r
time tu time are subjec: to the jurisdiction of various
other state and fecderal rejulatory agencles.

O Iy

m

The nuclear generating facility of Maine Yankee ancd the
ther nuclear facilities in which the Company has an
interest are sub-ect %2 axtensive regulation by the NRC.

e 18 =
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The NRC is empowered to authorize the sitin construction
and coperation of nuclear reactors after consideration of
public health, safety, environmental and anti-trust matters
Under its continuirg jurisdiction, the NRC may, after
appropriate proceedings, raquire modification ¢f units for
which construction permits or operating licenses have

lready been issued, or impose new conditions on such
permits or licenses, and may require that the operation cf
unit cease or that the level of operation of a unit be
temporarily or permanently reduced. See Item 1 "Problems
Affecting the Industry" for a discussion of the impact of
the TMI incident on Maine Yankee and the other nuclear
facilities in which the Company has an interest

The Envircnmental Protection Agency ("EPA") administers
programs established under the Federal Water Pollution
Control Act and .he Clean Air Act which affect all of th
Company's thermal generating facilities, as well as t2
nuclear facilities in which it has an interest The former
Act establishes a national ocbjective of complete elimination
of discharges of pollutants into the naticn's water and
creates a rigorous permit program designed to achieve these
effluent limitations The latter Act empowers the EIPA to
establish clean air stancdards which are implemented and
enforced by state agencies. EPA has broad authority in
administering these programs, including the ability to
require installation of pcl;.-;on control and mitigatiol
devices. The Company is alsc subject to regulaticn with
regard to envircnmental matters and land use by various
state and local authorities.

The Price-Anderscn Act is a federal statute providing,
among other things, that the maximum liability for damages
resultiag from a nuclear incident would be $586C million, ®o
be provided by private insurance and governmental sources.
As regquired by the NRC regulations, prior to operation of
nuclear reactor, the licensee of the reactor is required t
insure agai.st this exposure by p ::has;ng the maximum
available private insurance (presently $1560 million), th
remainder to be covered by retrospective premium iasurance
and by aa indemnity agreement with the NRC OQwners of
cperating nuclear facilities may be assessed a retrospective
premium of up %o $% million for each reactor owned in th
event of any one nuclear incident occurring at any reacter
in the United States, with a maximum assessment of
$1C million per year per reactor cowned. AsS a part owner ¢©
Maine Yankee and other operating New England nuclear
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facilities, the Comp. _ would be cbligated to pay its
proportionate share of any such assessments, which presently
amounts to a maximum of $2,875,000 per incident.

Under the Federal Power Act, the Company's hydro-
electric projects (including storage reserveirs) on
navigable waters of the United States are required to De
licensed by the FERC. Twenty projects, some of which
include more than one generating unit, have been licensed T
date. The licenses so far granted to the Company's projects
do net in any instance expire before 1587; most expire in
1393; and two expire after the year 20C0. The United States
has the righ:z upen or after expiration of a license tc take
over and thereafzer maintain and coperate a project upon
payment %o the licensee of the lesser of its "net
investment" or the fair value of the property taken, and any
severance damages, less certain amounts earned by the
licensee in excess of specified rates of return. If the
United States does not exercise its statutory right, the
TERC is authorized to issue a new license tc the original
licensee, Or ©O a new licensee upon payment %o the original
licensee of the amount the United States weoculd have Dbeen
cbligated o pay had it taken over the project.

A petition calling for the enactment of a bill ¢ 'sating
a Maine Energy Commission was signed by more than tho
required numcer of veoters and has been presented to the
Maine legislature. Under Maine law, the legislature must
snact the proposed legislation at its 1981 sessicn or refer
i= to a vete of the electorate to be held in November, 1981.
The Maine Energy Commission would be a new state agency
replacing the PUC and the Office of EZnergy Rescurces and
would have three commissioners elected for terms of four
vears. The bill would also revise the rate making and
zapital constructicn approval procedures for utilities by
requiring that all applications for rate increases and
authorizations for new capital construction De consistent
Wwith an annual state energy budget. The bill alsc
establishes an EZnergy Development Fund consisting of funds
raised from general cbligaticn beonds, revenue bonds i1ssued
oy the Maine Energy Commission and other socurces to be used
r financing pro-ects within the guidelines To be set forewl
~he state enerjy budget. The Company is currently unable
predict the result of the electorate vote or what effect

e 5ill would have cn the Company, if acdopted.
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Rates

On February 1, 1980, the Company filed with the PUC an
application for a $35,000, 000 increase in annual revenues,
which was subseguently increased tc $36,85%,000. ©On
Cctober 31, 1980, the PUC authorized the Company to file
retail rates designed ‘o increase annual gross reveiues by
approximately $16,185,000 (including an attrition adjustment
of 52,3C0,0CC). Such rates are based upon an allowed
overall return of 10.78%, including a return of 13.75% on
common eqQuity. The 1ew rates were inplemented for kilowatte
hour sales on and after November 13, 1980. The Company's
prior rate decision in October, 1978 had allowed an overall
return of 9.48% including a return of 12.50% on common
eguity.

The Company intends *o file an application for
acdditional rate relief ir 1981.

The PUC's order allows the Company to recover cver a
five-year pericd, through rates to be charged %o it
customers, approximately $3,154,000 of expenditures for a
proposed nuclear plant. The PUC disallowed ecovery of AEC

£ 827,000 recorded cn such expenditures and related
uranium enrichment contracts. The Company has appealed this
disallowance and certain other porticns of the order to ' ..e
Maine Supreme Judicial Court. £ finally determined no' <o
Se reccoverable, the costs would be charged net of related
income taxes against earnings in the period in which such
determination is made.

fuel Cost Adjustment Charges

Regulations adeopted by the PUC pursuant to a Maine
statute effective i1n 1978, and implemented with respect to
the Company effective April 1, 1980, allow the Company to
recover currently the cost of fuel consumed in the Company's
generating stations and the fuel component of purchased
power by the application ¢f a single uniform rate in the
monthly bills to the Company's retail customer= The single
unifcrm rate is based upon the Company's proje ed cost of

fuel and the fuel compeonent of purchased powe Bl |
i<s~menth forwarde-looking period (eight menths ‘he case of
the transitional pericd) and must be approved ae PUC
after public notice and hezrings. The Compar . vy at

T e

intervals of not less than S0 days reguest chu.''es in the
uniform rate <o reflect actual experience. “_Iirg any period
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as well as new forecdsts. In addition, the Company's fuel
adjustment charge provides for recovery over a twelve-mcnth
period of unbilled fuel costs at the time that the new
regulation became effective. Over- or under-cocllecticons
resulting from differences between estimated and actual fuel
costs for a period as well as an amount for the actual cost
of short-term borrowings used to finance the unbilled
balances are included in the computatiocn of the fuel amounts
to be recovered during the succeeding fuel adjustment
pericd.

Under the federal Public Utility Regulatory Policies Act
of 1978, the Company's fuel adjustment charge may be subject
to pericdic review by the FUC to ensure that the charge
provides incentives for efficient use of fuel and for
maximum ecconcmies in operations and purchases that affeczt

utility rates.
Environmental Matters

The application of federal, state and local standards to
protect the environmert, including but not limited to those
hereinafter described, involves or may involve review,
certification or issuance of permits by various federal,
state and local authorities. Such standards, particularl)
in regard to emissions into the air and water, thermal
mixing zones and water temperature variations, may halct,
limit or prevent operations, or prevent or substantially
increase the cost of constructior and operation of
installations and may require substantial investments Iin new
eguipment at existing installaticns. They may also require
substantial investments above the figures stated under
"Operaticns - Properties and Power Supply - Planned
Facilities" for proposed new projects.

Water Quality Control. As of late 1979 the Company held
all discharge permits required under the Fecleral Water
Pollution Contral Act Amendments of 1972 (the "Act") for its
existing plants. Scme of these permits have since expired
by their terms, and the Company has made timely applications
for renewal while continuing to operate under the terms and
conditions of the expired permits. Although as is the case
througheut the industry, applications have not yet Deen
acted upon, the Company has no reason to believe that th
Licenses will not be renewed upon essentially the same tTerms
and conditions. The Company has also received all permits
r.quired under the Rivers and Harbors Act of 1899 Ior its
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existing plants. Ir general, these water guality control
permits as well as siting permits issued hy the Maine
Department of Environmental Protection ("LE2") reguire the
subject plant to meet prescrived environmental guality
standards in its ongoing operations and impose monitoring

requirements on the Company intended to insure compliance
with the standards.

With respect to effluent discharges, including heat,
from existing plants, the Act, as amencded in December, 1277,
requires the application of the "best practicable control
technology currently available" by July 1, 1977 and the
"best available technology economically achievable" by
July 1, 1984. In addition, the Act also regquires that
cecoling water intake structures must reflect the "best
technology available for minimizing adverse environmental
impact”". Regulations promulgated under the Act, unless
waived, regQuire non-exempt generating units to use closed-
cycle cooling systems such as ccoling towers by July 1,
1981. Certain ¢f these regulations have been remanded for
further deliberation by the EPA, and further administrative
hearings and court proceedings are expected. In addition,
the December, 1977 amencments'to the Act call for the
promulgation of additional pollution contrel technology
requirements relating tc matters such as toxic pocllutants
and waste management practices. The Company believes that
it is in compliance with the July 1, 1977 guidelines
referred to above. Although the Company is presently unable
to determine with certainty whether changes in cooling water
intake structures or the installation of closed-cycle
cocling systems will be required, it dces not believe that
the guidelines will materially affect the operations of its
generating units. However, if changes were required, the
Company's expenditures could be substantial.

Air Quality Control. Pursuant to the federal Clean Air
Act cf 1970, the DE? has issued preliminary and secondary
ambient air guality standards with respect to certain air
pellutants including particulates, sulphur oxides and
nitrogen cxides. One of the effects of these regulations is
to restrict the sulphur content of the fuel o0il which the
Company is permitted =0 burn. Under regulations adopted by
the DEP, the sulphur content of fuel oil burned in the
Cempany's generating plants may not exceed 2.5%. +i oL
burned at Wyman Unit No. 4 is reguired tc have a sulphur
content of not in excess of 0.7% and the other three units
at Wyman Station are regquired to have a sulphur content of
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not in excess of 1.5% while Wyman Unit No. 4 is in
cperation. The Company believes that it will be able to

rrange for supply of sufficient oil with the required
sulphur contents, subject to unforeseen events and the
factors influencing the availability of oil discussed under
"Operations - Fuel Supply"”. The cperation of the Company's
present fuel adjustment charge permits it to pass on the
additional cost of such fuel to its customers. See "Fuel
Cost Adjustment Charges”.

The Clean Air Act Amendments of 13977, among other
things, reguire the Administrator of EPA to promulgate
revised New Source Performance Standards. The amendment
also provide that state implementaticn plans contain
emission limitations and such other measures as may De
necessary, as determined under regulations o be premulgated
by the EPA, =0 prevent "significant deterioration” of air
guality, prescribe new classifications of non-degradation
areas and permit a redesignation of areas under certain
conditions. In addition, the amencments limit maximum
allowable increases in concentraticns of sulphur oxides and
particulates in the various areas and regquire the
promulgaticn of regulations with respect to certain other
pollutants. The effect of the amendments on the existing
regulations or on the Company cannot presently Dbe
determined.

Other. On Feoruary 13, 1979, the Maine 3Bcard of
Tavironmental Protection ("BEP") held a public hearing 0
investigate the causes of excessive noise emanating from
Wyman Unit Ne. 4 during operation. To minimize the effect
sn the surrounding area, the 3EP ordered that the unit be
sperated cnly on weekdays Detween the hecurs of 5 A.M. and
11 BP.M., except in the case of emergencies. This
restricticon required the Ccompany to buy additional
replacemen: power Ifrom time TO time froem NEPOOL. The
Company has completed th installation ¢f new sound-

svenuating mufflers and Wyman Unit No. & is currently in
full commerz:al operation. The 3E? initiated a suit against
=he Company seeking payment of a civil penalty for alleged
violation of the siting permit for Wyman Unit No. 4.

I=em 4. Security Ownership of Certain Beneficial Owners
anéd Management.

) Securitv cwrnership of cersain beneficial owners:
Decemoer 2., .380, there was NO person wWho was own

e~
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T2 registrant to be the benefi.ial owner of more than five
percent of any class of registrant's voting securities.

(B) Security ownership of management: The following is
a tabulation c¢f the eguity securities of the registrant
Deneficially owned by its directors, and its directors and
cfficers as a group, as of March 1, 1%81:

Amount and
Nature of

Title Name of Beneficial Parcent
ef Class Bereficial Owner Ownership of Class

Common Stock,

$S Par Value Priscilla A. Clark 651 .005%
Galen L. Cole 1,100 .C08
E. James Dufcur 245 . 003
Gecrge H. Ellis 133 .C01
Lecn A. Gorman €69 .005
E. Clifford Ladd 1,250 .00¢
Roland L. Marcotte 100 .Q01
Charles E. Monty 59§ .C04
Carlton D. Reed; Jr. 732 .00S8
John J. Russell 500 .004
Robert F. Scott 827 .0C8
Halsey Smith 100 .001
Elwin W. Thurlow 2,422 JET
James H. Titcomb 400 .003

All Directors and
Cfficers as a group

(¢) Changes in control: Not applicable.

PART I1I

Item 5. Market for Registrant's Commen Stock and Related
Security Holder Matters.

See the information under the heading "Price Range and
Dividends of Voting Stock”, "Statistical Review" and Note 12
of "Netes to Financial Statements” con pages 22, .4 and 31 of
the registrant's 1980 Annual Report to Stockholders, which
is hereby incorporated herein by reference; s=2.d Annual
Report tTo Stockholders is filed as an exhiibit hereto.
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As of December 3T, 1980 there were 50,015 holders of th
Company's Common Stock.

tem 6. Selected Financial Data.

See the information under the heading "Statistical
Review" on pagus 34 and 35 of the registrant's 1980 Annual
Report to Stocliholders, which is hereby incorporated herein
by reference: said Annual Report to Stockholders is filed as
an exhibit hereto.

Item 7. Management's Discussion and Analysis of Financial
Conditions and Results of Operaticns.

See the information under the heading "Management
Analysis of Operating Results and Financial Condition" on
page 36 of the registrant's 198C Annual Repert to
Stockholders, which is hereby incorporated herein by
reference; said Annual Report to Stockholders is filed as an
exhibit hereto.

Item 8. inancial Statements and Supplementary Data.

See the information under the heading "Financial
Statements” on pages 17 through 33 of the registrant's 198C
Annual Report to Stockholders, which is hereby incorporated
herein by reference; said Annual Report to Stockholders is
£iled as an exhibit hereto.

PART III

I=em 9. Directors and Sxecutive QOfficers of the Registrant.

See the informaticn under the heading "Election of
Directors” of the registrant's definitive proxy material
its annual meeting of stockholders to be held on May 21,
1881, which is hereby incorporated herein by reference.

"
o0
"

I=em 10. Management Remuneraticon and Transactions.

See the information under the heading "Election of
Directors” of the registrant's definitive proxy material Zor
its annual meeting of stockholders to be held on May 21,
1981, which is hereby incorporated herein Dy reference.

o

o
|}
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PART 1V

m ll. Exhibits, Financial Statements, Schedules and

il
rag

A=-2

B=3

Reports on Form 8-K.

(a) 1. and 2. <« The response to this portion of Item
is submitted as a separate section of this report. See

-

es I-1 et. seq.

3. Listing of Exhibits.

Incorporated
Documents

SEC
Exhibit Docket

A, Articles of incorpcration and bvlaws

Incorporated herein by reference:
Article of Incorporation, as amended 2.2 2-58184

Bylaws, as amended b §%. 2-68184

B. Instruments defining the rights of security holders

Incerperated herein by reference:

First and General Mcrtgage between e | 2-758%
the Company and 0ld Colony

Trust Company, as <rustee, as

amended by Supplemental

Indentures to and including

September 15, 1942.

Supplemental Indenture dated 7.10 2=3257
as cf November 1, 1951,

relating to the Series T

Bonds.

Supplemental Indenture dated 4.18 2-10051
as of March 1, 1953, relating
to the Series U Bonds.

Filed
herewyth
at

Page
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Incorporated Filed
Documents herewith
= SEC at

Exhibit Docket Page

2-3 Supplemental Indenture dated 4.15 2-11908
as of April 1, 1955, relating
to the Series V Bonds.

B-5 Supplemental Indenture dated 4.16 2-171%6
as of May 1, 1957, relating
to the Series W Bonds.

-4

P
W
(o)

B-5 Supplemental Indenture dated 4.17 2=1
as of November 1, 1960,
relating %o the Series X
Bonds.

B-7 Supplemental Indenture dated 2.17 2-32333
as of May 1, 1969, relating
to the Series Y Bonds.

B-3 Supplemental Indenture dated 2.18 2-37987
as cf August 1, 1970,
relating o the Series 2
3onds.

B-3 Supplemental Indenture dated 2.19 244611
as of July 1, 1972, relating
to the Series AA Bonds.

B8-10 Supplemental Indenture dated 2.18 2=-54230
as of August 15, 1978,
relating to the Series BB
Bonds.

y
~J

B=11l Supplemental Incdenture to the 2.
First and General Mortgage
dated as of April 15, 1976,
relating to the cleosing of
such Mor<tgage.

2-58251
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Central Maine Power Company
form 10-XK - 1380

Central Maine Power Company

Incorporated Filed
Documents herewith
= SEC at

Exhibit Docket Page

Form of New England Power 4.8 2-55385
Agreement cdated as of

September 1, 1971 as amended

%0 November 1, 1575.

Agreement setting out $.10 5-501¢98
Supplemental NEPOOL

Understandings as of April 2,

1973.

Sponsor Agreement among the 4.27 2-32333
Company and the other

sponsors of Vermont Yankee

Nuclear Power Corporation,

dzted as of August 1, 1968.

Power Contract between the 4.28 232333
Cempany and Vermont Yankee

Nuclear Power Corporation,

dated as of February 1, 1968.

Amendment to Exhibit C-8§ 13-21 2=-46612
dated as of June 1, 1972.

Capital Funds Agreement 4.29 2-32333
between the Company and

Vermeont Yankee Nuclear Power

Corporaticn, dated as of

February 1, 1968.

Amendment to Exhibit C-28 B=3 70=4611
dated as of Ma:ch 12, 196s8.

Stockholcer Agreement ameng +.30 2-32333
the Company and the other

stockholders of Maine Yankee

Atomic Power Company, dated

as of May 20, 1968.
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Central Maine Power Company
form 1C-K - 1980

Central Maine Power Company

Incorporated Filed
Documents herewith
’ SEC at

Exhibit Docket Page

O
'
[ %)
o

Addendum dated as of Octcber 1, 5.41 2-52177
1974 to Exhibit C-13 by which

Green Mountain Power

Corperaticn became a party

thereto.

)

O
]
=

Addendum dJdated as of January 17, 5.45 2=-53435C
1975 to Exhibit C-13 by which

the Surlington Electric

Department became a party

thereto.

C=22 Addendum dated as of October 1, o e Annual
1976 by which MMWEC Report
Decame a party thereto. 1-2301-2

for 1976

C=23 Agreement for Sharing Costs S«3(e) 2-453%0
Associated with Pilgrim Unit
No. 2 Transmission cdated
October 13, 1972 among Boston
Ediscir Company and other
util’ .ies including the
Com, any.

C=24 Aluendum dated as of October 1, 5.41 2=52177
1974 to Exhibit C-23 by which
Creen Mountain Power
Cerperaticn became a party
thereto.

]
[ ]
wm

Addendum dated as of January 17, 5.46 2-55458
1975 to Exhibit C-23 by which

Burlington Electric

Department became a party

thereto.
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Central Maine Power Company
Form 10-K - 1980

Central Maine Power Company
) LX

Incerporated Filed
Documents herewith
= SEC at

Exhibit Docket Page

Twelfth Amendment to 5.4.9 2-68168
Exhibit C=-26 dated as ¢f June

16, 1980.

Thirteenth Amendment to 10.6.10 2-70S79
Exhibit C-26 dated as of

December 31, 1980.

Transmissicn Support Agreement 13-58 2-489653

dated as of May 1, 1973 among
Public Service Company of New
Hampshire and other utilities
including the Company with
respect to New Hampshire
Nuclear Units.

Agreements relating to purchase
and transmission power from

New Brunswick Electric Power
Commission, as follows:

Participation Agreement, dated 4.23.1 2-35073
June 20, 1963 between Maine

Electric Power Ccmpany, Inc.

registrant and other utilities.

Power Purchase and Transmission 4.23.2 2-35073
Agreement bDetween Maine Electric

Power Company, Inc., registrant

and other u::l;**os dated

August 1, 196%.

Agreement amending Exhibit C-40 &.41 2=-37%87
dated June 24, 1970.

Agreement supplementing 5.7.4 2-51545
Exhibit C-40 dated
December 1, 1971.
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Central Maine Power Company
Form 10-K - 1980
Central Maine Power Company
Incorporated Filed
Documents herewith
SEC at
Exhibit Docket Page
Assignment Agreement dated $.7.5 2-51545
March 20, 1972, between Maine Electric
Power Company, Inc., and
The New Brunswick Electric
Power Commission.
Capital Funds Agreement dated 4.19.1 2-24123
as of September 1, 1964
betveen Connecticut Yankee
Atomic Power Company, the
registrant and others.
Powar Contract dated as cf $.19.2 2=-24123
July 1, 1864 between
Connecticut Yankee Atomic
Power Company, the registrant
and others.
Stockholder Agreement dated as 4.19.3 2=-24123
of July 1, 1964 ameng the
Stockholders of Connecticut
Yankee Atomic Power Ccompany,
including the registrant.
Connecticut Yankee Transmission ¢.19.4 2=24123
Agreement dated as of Cctober
1, 1964 among Stockholders of
Connecticut Yankee Atomic
Power Company, includinag the
registrant.
Agreements with Yankee Atomic
Electric Company (Yanhkee),
dated June 30, 1958, as follows:
tockholder Agreement. 4.17.1 2=-15553
Power Contract. $.37.2 2=-15553
Xesearch Agreement. 4.17.3 2-15553




Central Maine Power Company

Sorm 1C-X - 1980

Central Maine Pcower Company

Incorporated Filed
Documents herewit:
r SEC at

Exhibit Docket Page

C=4% Transmission Agreement with 4.18 2-15583
c ridge Electric Light
Company and other sponscoring
stockholders of Yankee.

C=50 Agreement for Joint Ownership, $.16 2=-529C0C
Construction and Operation of
William F. Wyman Unit Neo. 4
between Central Maine Power
Company, and other utilities
dated November 1, 1974.

5.48 2-554358

~wn
o wn O

0

C=S1 iaendment to Exhibit C
dated 2s of June 30, 1

C-5

t $.19 2-582°51
16, 1976.

C=52 Amendment to -Exhibi
dated as of August

C=33 Unit Participation Agreement 13=-43.1 2-44377
relating to purchase and
transmission of power from
New Brunswick Electric Power
Commission dated November 15,
1971.

C=34 Preliminary A¢r-eement dated 13-65 2-44277
as cf July 5, 974 among The
Connecticut Light and Power
Company and other utilities
including the registrant,
vith respect to twe nuclear
generating units to be
constructed in Montague,
Massachusetts.

C-55 Amendment to Exhibit C-54 13-38(a) 2-5.44°%
dated June 30, 197S.
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Central Maine Power Company
Form 1C-K - 1980

Ceutral Maine Power Companv

Incerporated Filed
Documents herewith
f SEC at

Exhibit Docket Page

C=-62 Joint Ownership Agreement dated 5.29 2-80786
as of December 22, 1977 among
the Company, Massachusetts
Municipal Wholesale Electric
Company and Creen Mountain
Power Corporation relating to
Sears Island Coal Unit.

)

=63 Transmission Support Agreement $.30 2-60786
dated as i December 22, 1977
amcng the Company,
Massachusetts Municipal
Wholesale Electric Company
and Crean Mounta.n Power
Corporation relating to Sears
Island Coal Unict.

C-564 Agreement to Transfer Ownersiip $.31 2-60786
Share dated as of April 3C,
1979 between The United
[lluminating Company and
Central Maine Power Company.

C-85 Amendment to Exhikit C-S51 $.31 2-68184
ted as of December 31,
1978.
C-66 Uranium Concentrates Sales Agreement 5.33 2-68184

dated as of November 5, 1978
between Internatiocnal
Minerals & Chemical
Corporat.on and Maine Yankee
Atomic Power Company, as

amended.

C=87 Revolving Cred.t and Term Loan 5.34 2-68184
Agreement dated as of April
29, 1980.

- 38 =



Central Maine Power Company

-~

- - .
a0 SWENR =

Central Maire Power Company

1980

Iacorporated
Documents

Exhibit

SEC

Docket

Filed
herewith
at

Page

Labor Agreements dated as of $.3%
May 1, 1980 between the

Company and Local No. 1837 of

the International Brotherhcod

of Electric Workers.

wm
w
o

Agreements £for the assignment of
a portion of the Company's
rights to receive uranium
enriching services from the
Department of Energy.

a) Assignment to Gulf States
Utilities Company dated as of
June 20, 1980.

b) Assignment to Maine
Yankee Atomic Power Company
dated as of June 24, 1980.

¢) Assignment to Texas
Utilities Generating Company
dated as of June 18, 1980.

d) Assignment tc The Tokyo
Electric Power Company, Inc.
dated as of June 13, 1980C.

e) Assignment to The Japan
Atomic Power Company dated as
cf June 24, .980.

Settzlement Agreement between the $.37
Company and its wholesale
electric customers, effective
March 1, 1980.
D. Statement re Computaticn of
per share earnings

Not Applicable

()

2-68

2-68

184

184



Central Maine Power Company
form 1C-K - 1980
Central Maine Power Companv
Incorporated Filed
Documents herewith
3 SEC at

Exhibit Docket Page

B, Statements re computation of ratios

Not Applicable

Annual Report to Security Holders

”~

Fel 1980 Annual Report to Stockholders

G. Letter re change in accour<ting
cri -~ ﬂ’e
- -

Nect Applicable

HE. Previously unfiled cocuments

Not Applicable

-

!'
m
"
o
18]
[
w
ot
"
w
e |
(3

Subsidiaries of

e

Filed herewith:

List of subsidiaries of registrant.

e
b

() A report on Form 8-K was filed on November 4%,
1980. The items reported on in said Form 8-K were under
Item S of said Form and related to a rate decision issued by
the Maine Public Utilities Commission on Cctober 31, 1980
and recent developments with respect to the Seabrook

project.




SIGNATURES

Pursuant to the requ.rements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized, in the City of
Augusta, and State of Maine on the 19th day of March, 198l.

CENTRAL MAINE POWER COMPANY

Thomas C. Webb
By

THOMAS C. WEBB, Senior Vice President, Finance

Pursuant to the requirements of the Securities Exchange
Act of 1934, this report has been signed below by the
following perscns in the capacities and on the dates

indicated.

Signature

Elwia W. Thurlow

ZLWIN W. THURLOW (Principal
Executive QOfficer)

Thomas C. Webb

THOMAS C. WEBB (Principal Financial

and Accounting Officer)

Charles E. Monty

CHARLES E. MONTY

. Clifford Ladd

E
E. CLIFFORD LADD

Rcbert F. Scott

ROBERT F. SCOTT

Priscilla A. Clark

PRISCILIA A. CLARK

Galen L. Caole

GaLEN L. COLE

James Dufour

Title Date

President of the Company and

Chief Executive Ofiicer;

Director March 19,
Senior Vice President,

Finance March 19,
Senior Vice President,

Engineering and

Production; Directer March 19,
Chairman of the Board

of Directors March 19,
Senior Vice President,

Customer Services;

Director March 19,
Director March 19,
Director Mazch 19,
Director March 19,

i

. JAMES DUFOUR

1981

1981

1981

1981

1981

1981

1981

1981



Georze H. Ellis

GEORGE H. ELLIS

Leon A.Gorman

LEON A. GORMAN

Roland L. Marcotte

ROLAND L. MARCCTTE

Carlton D. Reed, Jr.

CARLTON D. REED, JR.

John J. Russell

JOHN J. RUSSELL

Halsev Smith

HALSEY SMITH

James H. Titcomb

JAMES H. TITCOMB

Director

Director

Director

Director

Director

Director

Director

March

March

March

March

March

March

March

19,

19,

19,

19,

19,

1981

1981

1981

1981

1981

1981

1981
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SCRM 10«X « ITEM 11(a)(l) and (2)

-~ Nye. AY 'nlvy-_l L ~ e AAaTe
CENTRAL MAINE PCWER COMPANY

LIST OF FINANCIAL STATEMENTS AND FINANCIAL STATEMENT SCHEDULE

) The following financlal statements of Central Maine Power
Company, included in the annual report of the registrant to its
shareholders {or the year ended Decemter 31, 1980, are incorporated

by reference in Item 3.
¥ Anrual Regpors

Report of independent public accountant Page 33
3alance Sheet as of December 31, 1980 and 19879 Pages 13, 13

Statement of E ings for the three years ended
1

December 21,

on

Page 20

Statement of capitalization and interim financing

as of December 31, 1380 and 1579 Page 21
Statement of changes in Common Stock investment

for the three years ended December 31, 1580 Page 22
Statement of scurces of funds for construction

for the three years ended December 31, 1380 Page 23
Notes t¢ financilal statements Pages 2u-33

II. The following *-oor' and consent relating to the financial
s:a'emen:s of Central ine Power Ccmpany are fliled herewith

-

nd included in Itenm ll(a)(;

£ independent public accountants as to
l statement schedules Fa i

Consent of independent public accountants F=5

III. The following financial statements of significant subsid%ff% es
IN&) s

- .bv q % 7

of the registrant are filed herewith and included in Item ll{a

-

MAINE ELECTRIC POWER COMPANY, INC.

Report of Independent Public Accountants -6
Statement of Income for the three years e
ended December 31, 1580 Fe7
Salance Sheet at December 31, 1980 and 1375 P=0
Statement of Changes in Common Stock Investment &
far thne shree years snded December 21, 19830 T
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Central Maine Power Company

INDEPENDENT PUBLIC ACCOUNTANTS ON SCHEDULES

TO CENTE MAINE POWER COMPANY:

In connection with our examinarions of

the financial

statements included in Central Maine Power Company's annual report to
stockholders and incorporated by reference in this Form l0-K, we have

also examined the supporting schedules li
In our opinion, these schedules present
with the related financial statements,

be set forth therein, in conformity witt
principles applied on a consistent basis.

ARTHUR ANDERSEN &

Boston, Massachusetts,

February 6, 1981.

accompanying index.
read in conjunction

data required to

lly accepted accounting

COo.




Central Maine Power Company
Form 10-X - 1980

Central Maine Power Companv

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cuusent to the incorpora-
ticn of our reports appearing in the amnual report on Form l0-K for
the year ended December 31, 1980, of Central Maine Power Company in
its Registration Statement on Form S-16 (File No. 2-66624).

ARTHUR ANDERSEN & CO.

3oston, Massachusetts,
March 23, 198!.

0"
|}
wn



l Maine Power Company
orm 10-X-13580

vaentra
»
To the Board of Directors of

Maine Electric Power Company, Inc.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

We have examined the balance sheet of Maine Electric Power Company,
Inc. (a Mcine corporation) as of December 31, 1980 and 1979, aud the
related statements of income, changes ia common stock investment and
changes in financial position for the chree years eaded December 31,
1980, and the supporting schedules as listed on the accompanying index.
Qur examinutions were made in accordance with generally accepted audit-
ing standards aad, accordingly, included such tests of the accountiag
records and such ocher auditing procedures as we considered necessary

in the circumstances.

In our opinion, the financial statemeats referred to above present
fairly the financial position of Maine Electric Power Company, Ianc., as
of December 31, 1980 and 1979, and the results of its operations and
the changes in its finaacial position for the three years ended [Decem-
ber 31, 1980, and the supporting schedules present fairly the informa-
tion required to be sa2t forth therein, all ia conformity with generally

accepted accounting principles applied on a consistent basis.

ARTHUR ANDERSEN & CO.

Boston, Massachusetts,
Fehrusry 6, 1981.

38A2
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Central Maine Fower Company

— . - ~
JOo0m -'-K--geu

Maige Electric Power Companv, Iac.

STATEMENT OF INCOME
For the Three Years Ended December 31, 198C
(Dol’ars 1a Thousands Except per Share Amounts)

Year Ended Dec:mber 31,

1980 1979 1978
YLECTRIC OPERATING REVENUES $111,604 $98,12: $55,860
OPERATING EXPENSES
Purchased Power (Note 1) 108,756 95,368 57,181
Operaticn 303 206 182
Maigtenance (Note 1) 136 153 44
Depreciation (Note 1) 735 735 736
Taxes
Federal and State Iancome
(Note 2) 152 162 197
Local Property and Other "16 217 229
Total Operating Expenses 110,298 96,841 58,569
OPERATING INCOME 1,306 1,281 1,291
OTHER INCOME AND DEDUCTIONS, NET 110 112 74
INCOME BEFORE INTEREST CHARGES 1,616 1,393 1,365
INTEREST CHARGES
Long=Term Debt (Not- 3) 993 1,056 1,127
Other 277 182 74
Total Iaterest Charges 1,270 1,238 1,201
NET INCOME $ 146 § 135 § 154
Weighted Average Number of
Shares of Common Stock
Outstanding 12,161 12,923 13,677
EARNINGS PER SHARE OF COMMON STOCK $_12.00 $ 12.00 $ 12.00
DIVIDENDS DECLARED PER SHARE
OF COMMON STOCK $§ 12.00 § 12.00 $ 12.00

The accompanying notes are an iategral part of these financial statements.
38A3




daine Electric Power Company, Iac.

BALANCE SHEET
(Dollars in Thousands)

ASSETS

ELECTRIC PROPERTY, at Criginal Cost (Notes 1 and 3)
(Sch. V)
Less: Accumulated Depreciation (Note 1) (Sch. VI)

CURRENT ASSETS

Cash (Note &)

Temporary lavestments, at Cost which approximates

market value

Accounts Receivable

Associated Companies
Other
Other Curreat Assets
Total Curreant Assets

DEFEZRRED CHARGES

December 31,

1980

$1

»

1

8
0

oW
~1 0o

F

8

o
—
o
—

STOCXHOLDERS' INVESTMENT AND LIABILITIES

CAPITALIZATION
Commeon Stock Investment
Common Stock, $100 Par Value, Authorized 20,000
Shares, Outstandiag 11,733 in 1980 and 12,467
in 1979
Retained Earnings
Total Common Stock Iavestment
Series A 9%% First Mortgage Bonds due in Annual
Iastallments through August 1, 1996-Less Sinmking
Fund Requirements (Note 3)
Total Capitalization
CURRENT LIABILITIES
Current Sianking Fund Requirements (Note 3)
Notes Payable - Banks (Note 3)
Accounts Payable
Associated Companies
Other
Dividends Pavable
Accrued Purchased Power
Accrued Interest and Taxes
Nther
Total Curreat Liabilit:es
DEFERRED CREDITS
Accumulated Deferred Income Taxes (Note 2)
Unamortized I[nvestment Tax Credits (Note 2)
Unamortized Gain on Reacquired Debt (Note 1)
Total Deferresd Credits

—
0
-4
O

w
— e
o
L B
L] 0o »e
wir ~4




lectric Power

OF CHANGES IN COMMON STOCK INVESTMENT
Three Years Eaded December 31, 1980
(Dollars ian Thousands

Retained
Earnings Total

December
Deduct
‘et Income
Dividends Decl
Redemption of

Bi1lance December
Add (Deduct
Net Income
Dividends De
Redemption o

slnin

oo n n

-
-
-
-

Balance December
Add (Deduct
Net Income

Dividends De

Redemption o

-~
~
*
-

Balance December

The accompanyizg aotes are an integral




Maige Electric Power Companv, Inc.

STATEMENT OF CHANGES IN FINANCIAL POSITION
For the Three Years Ended December 31, 1980
(Dollars in Thousaads)

Year Ended December 31,

1980 1979 1978
Funds Provided
From Operations
Net Income $ 146 § 155 § 164
Depreciation 735 735 736
Deferred Iacome Taxes and
Iovestment Tax Credit, Net 121 140 186

1,002 1,030 1,086

Fuands Used
Sinking Fund Requirements of

Long=-Term Debt 736 660 660
Dividends on Common Stock 146 155 164
Redemption of Commom Stock 74 78 73
Other (157) (23) (3)

799 870 92

Increase in Working Capital,
exclusive of siaking ruad
rejuirements $§ _ 203 $§ 160 $§ 194

Increase in Working Capital,
exclusive of sinkiag fund

requirements-

Cash, Receivables and

Temporary Investments $ 9,060 52,730 § (421)
Other Current Assets 2 7 4
Notes Payable (1,515) - -
Other Current Liabilities (7,324) (2,577) 611

$ _203 $_160 S5 194

The accompanying notes are an iantegral nart of these financial statements.

38a6



Maine Electric Power Compaav, lmoc.

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNITICANT ACCOUNTING POLICIES

The Company: The Company owns and operates a 345,000 volt traosmis-
sion intercomnnection, completed ia 1971, extending from Wiscasset,
Maipe to the Canadian border at Orient, Maige, where it cononects
with a line of The New Bruaswick Electric Power Commission (New
SBrunswick) uader a 2S5-year Iatercomnection Agreemeat. Uander a Par-
ticipation Agreement which terminates in 1996, all cests of the Com-
paay (iacludiag a returm on iavested capital), to the exteat ot et
by traosmission reveaues, are paid by the participatiag utilities
(Participaats), which iaclude most of the larger compacies ian New
England and a group of publicly-owned systems. Under a Power Pur-
chase Ags~eement, New Bruaswick provided to the Participants over the
intercocuection up to 400,000 kilowatts of base load power ian 1980.

Under an Amendmeut Agreement, effective January 1, 1981, New 3Sruns-
wick will provide 133,000 kilowatts through Cctober 31, 1985.

The following is a list of those ccmpanies that purchase power Z:rom

the Company and their respective eatitlemeats:

Participant 1980 (S00Mw) 1981 (133Mw
Bangor Hydro-Electric Coampacny 2.395% 1.9962%
Bostca Edison Company 16.250 13.5429
Boylston Municipal Light Departaent .030 .0248
Ceatral Maine Power Coampany 10.274 5.8443
Danvers Municipal Light Departaent 3N 1.1158
Eastern Maine Electric Co-operative, Iac. 2.583 7.7684
Fitchburg Gas and Electric Company .770 2.3158
Maine Public Service Company 844 6.2977
Marblehead Municipal Light Departmeat .170 L1413
Middleborough Mumicipal Ligat Department .769 1.1098
Middleton Municipal Light Department .056 .2820
Montaup Zlectric Company $.792 4.871s
New Eagland Power Compacy 22.50G0 13.3158
Newport Zlectric Corporatiecn 2.260 1.8828
Peabody Munmicipal Light Departaeat 546 L4349
Public Service Ccmpany of New Hampshire 26.2%50 20.3354
Shrewsbury Municipal Light Departmest .275 .8271
Union River Co-op . 008 .0045
Vermoant Zlectric Power Company, Inc. 7.509 16.513S
Wakefield Municipal Light Department .268 .8060
West Boylston Municipal Lighting Department .082 .2496

Total 100.000% 100.0000%

Percent of Entitlement
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Maine Electric Power Comparny, Inc.

NOTES TO FINANCIAL STATEMENTS

SIMMARY OF SIGNIFICANT ACCOUNTING POLICIES (comtinued)

The Company: (continued)
The following Maine electric utilities own all of the Compaay's
Commen Stock:

Ownership
Spoasor Interest
Central Maine Power Company 78.15%
Bangor Hydro-Electric Company 14.19
Maine Public Service Company 7.49
Woodland Water and Electric Company .1
Total 100.00%

Regulation: The Ccmpany is subject to the regulatory authority of
the Federal Energy Regulatory Commission and the Public Utilities
Commission of the State of Maine as to operatioms, accounting and
other matters.

Depreciation and Mainternance: Depreciation is provided using the
composite 27d straight-line metheds at rates designed to fully
depreciate all properties over the period ending July 1, 1996.

Under the composite depreciation method, at the time depreciable
properties are retired, the original cost, plus cost of removal,
less salvage, of such property is charged to accumulated deriecia-
tioa.

Unamortized Gains and Losses: Gains and losses on bonds reacquired
to satisfy sinking fund requirements are deferred and amortized over
the remaining original term of the Series A Bonds.

INCCME TAX EXPENSE

The compcneats of Federal and State income taxes reflectad in the
statement of income are as follows:



Maine Electric Power Company, Iac.

NOTES TO FINANCIAL STATEMENTS

2. INCOME TAX EXPENSE (contigued)
Year Ended
December 31
380 179 1978
(Dollars in Thousands)

Federal:
Curreat $30 s$21 s 10
Deferred 105 121 162
Investment Tax Credit, Net A1) - (1)
State:
Current 3 1 1
Deferred 17 19 235
5 0 326
Total Iacome Taxes $132 sle2 5137
The Company provides deferred Federal and state income taxes for the .

tax effects of timing differences between pre=tax accounting income
and i1acome subject to tax. The deferrsd provision represeats pria-
cipally the tax effects arisiag from the use of accelerated deprec-
iation for income tax purposes which rurrently exceeds the amounts
provided in the income statemeants. lavestment tax credits are de-
ferred and amortized over the lives of the related properties.

The table below reconciles a provisiocn calculated by multiplying
income before Federal taxes by the statutory Federal income tax rate
to the provision for Federal income taxes:

1980 1979 1978
Amount , Amoust § Amount &
(Dollars in Thousands)

Federal iacome tax provis-
ion at statutory rate $129 46.0% 5137 46.0% s161 48.0%
Difference in tax expease:
Depreciatisa and amor-
tization for accounting
purposes not allowed
for tax purposes 2

8.0 22 7.6 2 6.7
Surtax exemption (19) (6.8) (19) (6.4) (13) (3.9)
Jther ol bl el o O
Federal iacome tax
provision S13¢ 67.9% $1ed 47.8% S171 §1.%

3849



Maine Electr Power Company, Inc.

NOTES TO FINANCIAL STATEMENTS

FIRST MORTGAGE BONDS

Under the terms of the indeature securing the First Mortgage Bonds
substantially all electric property of the Company is subject to a
fir<t mortgage lien.

The annual sicking fund requirement for First Mortgage Bonds 1is
$660,000.

COMPENTATING BALANCES

The Company had lines of credit at year-ead 1980 totaling $10,400,000.
with respect to $1,400,000, the average compensating balance is 15%
of outstanding borrowings. The average compeasatiag balance require-
ment for $2,500,000 is 10% of the line or 20% of outstanding borrow=
ings, whichever is greater With respect to $1,500,000 the compen-
satiaog balance requirement is 2% of the line plus 13% of outstanding
borrowings. With respect te $3,000,000 there is no compensating
balance requirement but there is an anoual fee of 3/8 of 1% of the
line with interest at 110% of prime. The remainiang $2,000,000 has
a0 compensating balance requirement but has an aopual fee of 3/8 of

1% of the line on the unused portion.

Certain information related to these lines is as follows:

1980 1979 1978
(Dollars in Thousaads)

Total lines of credit at end of
periodr $8,400 $8,400
Borrowings outstanding at end
of the periods
Average daily outstanding borrowings
for the twelve months ended
Average annual interest rate for the
twelve months anded
Highest level of borrowing at any time
duriag the twelve months periods $10,250




REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To Maipe Tankee Atomic Power Company:

We have examined the balance sheet and statement of capitalizatiom of
Maine Yankee Atomic Power Company (a Maine corporation) as of Decem=
ber 31, 1380 and 1979, and the related statements of income, changes ia
common stock investment and sources of funds for acquisition of auclear
fuel and construction of e«lectric property for the three years eaded
December 31, 1980, and the supporting schedules as listed on the accum-
panying iadex. Our examinations were made in accordance with generally
accepced auditing standards and, accordingly, included such tests of
the accountiag records aad such other auditing procedures as we comsid~
ered necessary ia the circumstaaces.

Ia our opinion, the financial statements referred to above preseat
fairly the financial position of Maine Yankee Atomic Power Company as
of December 31, 1980 and 1979, and the results of its operatioms and its

sources of funds for acquisition of auclear fuel and comstruction of

electric property for the three years eanded December 31, 1980, and the -

supportiag schedules present fairly the information required to be set
forth thereia, all ia conformity with generally accepted accouating
principles applied oa a consisteat basis.

ARTHUR ANDERSEN & CO.
Boston, Massachuset:s,

February 6, 1981.




Central Maine ?cwgr company
Form 10-X-1580
Maine Yankee Atomic Power Company
STATEMENT OF INCOME
(Dollars ia Thousaads Except Per Share Amounts)
Year Ended December 21,
1980 1979 1978
ELECTRIC OPERATING REVENUES $§84,245 $68,367 $70,373
OPERATING EXPENSES
Fuel (Notes 1 and 10) 26,024 15,319 17,411
Cperation 18,370 14,193 10,5684
Maintenance (Note 1) 4,392 2,544 4,496
Depreciation and Amortization
(Notes 1 and 10) 8,319 8,279 8,173
Taxes
Federal and State Income (Note 2) 7,308 7,864 8,703
Local Property 3,801 3,750 4,094
Total Operatiag Expenses 66,211 51,949 $3,561
OPERATING INCOME 18,034 16,918 16,812
OTHER INCOME (EXPENSES)
Allowvance for Qther Funds Used:
Duriag Comstruction (Note 1) 253 76 50
For Nuclear Fuel (Note 1) 1,118 1,547 1,341
Other 145) (113) (8)
INCOME BEFORE INTEREST CHARGES 19,260 18,428 18,197
INTEREST CHARGES
Long=Term Debt (Notes 4 and 35) 14,171 13,307 11,534
Other 1,480 205 49
Allowance for Borrowed Funds Used:
Duriang Comstruction (Note 1) (409) (133) (90)
For Nuclear Fuel (Note 1) (3,490) (2,602) 1,023)
Total Iaterest Charges 11,752 10,777 10,470
NET INCOME 7,508 7,651 T.722
Dividends on Preferred Stock 934 1,001 1,028

ZARNINGS APPLICABLE TO COMMON STOCX §_ 6,374 $_6,630 $ 6,702

SHARES OF COMMCN STCCX JUTSTANDING 500,000 500,000 300,000

EARNINGS PER SHARE OF COMMON STOCX 512.15 $13.30 §13.40
DIVIDENDS DECLARED PER SHARE CF
COMMCN STOCX $13.19 $313.23 $13.40

Tie accompanying 2otaes are an istegral pars of these financial statements.

-~z
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Maine ‘ankee Atomic Power Company

BALANCE SHEET
(Dollars in Thousands)

ASSETS
. December 31,
193 979
ELFCTRIC PROPERTY, at Original Cost (Notes & aad
10) (Sch. V) $246,921 $240,061
Less: Accumulated Depreciation aad
Amortization (Note 1) (Sech. VI) 61,803 54,108
185,118 185,956
Construction Work iz Progress 9,124 8,931
Net Electric Property 194,242 196,507
NUCLEAR FUEL, at Original Cost (Notes 1 and 10)
(Sch. V)
Nuclear Fuel ian Reactor 74,346 $2,564
Nuclear Fuel-Speat 51,814 62,557
Nuclear Fuel-Stock 4,895 35,679
131,085 130,800
Less: Accumulated Amortizatioan (Note 1)
(Seh. VI)
Origisal Cost 91,023 76,443
Permanent Disposal, Net 24,845 13,401
15,187 38,350
Nuclear Fuel in Process 70,2490 40,394
Net Nuclear Fuel 55,627 79,350
Net Electric Property
and Nuclear Fuel 279,669 274,257
CURRENT ASSETS
Cash (Note 3) 62 139
Accounts Receivable 9,544 6,474
Materials and Supplies, at Average Cost 3,746 3,503
Prepaymeats 1,042 349
Total Curreat Assets _ 14,394 11,065
DEFERRED CHARGES AND QTHER ASSETS 3,001 1,783
$297,064 §287,108

The accompacying aotes are an integral part of these financial statements. .




Maine Yankee Atomic Power Company

BALANCE SHEET
(Dollars ian Thousands)

STOCKHOLDERS' INVESTMENT AND LIABILITIES

December 31,
1980 1878

CAPITALIZATION (See Separate Statement)
Common Stock Iavestment S 67,0582 66,857
Redeemable Preferred Stock 11,980 13,070
Long=Term Debt 101,598 105,923

1 rals 5 x
Total Capitalizatiocn 180,530

NOTES PAYABLE TO MYA FUEL COMPANY (Note §) 33,

CURRENT LIABILITIES
Notes Payable to Banks (Note 3) (Sch. IX)
Curreat Sinking Fund Requiremeats (Note &)
Accounts Payable
Bank Checks Cutstanding
Dividends Payable
Accrued Interest and Taxes
Cther Curreat Liabilities
Total Curreat Liabilities

COMMITMENTS AND CONTINGENCIES (Note 8)

DEFERRED CREDITS
Accumulated Deferred Income Taxes (Note 2) 45,224
Unamortized Iovestment Tax Credits (Note 2) 7,346
Unamortized Gains on Reacquired Debt (Note 1) _ - 1,371

Total Deferred Credits : 33,941

5287,108

The accompanying dotes are an iantegral part of these financial statements.
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Maine Yankee Atomic Power Company

STATEMENT OF CAPITALIZATION
(Dollars in Thousands)

December 31,

1980 1979
COMMON STOCK INVESTMENT
Common Stock, $100 Par Value, Authorized
and Outstanding 500,000 Shares $ 50,000 $ 30,000
Other Paid-ian Capital 16,808 16,805
Capital Stock Expense (255) (281)
Gain om Cancellation of Preferred Stock 316 110
Premiums on Preferred Stock 150 196
Retained Earniags 5 27
a7,052 63,857
REDEEMABLE PREFERRED STOCK - 7.48% Series,
$100 Par “alue, Authorized 170,000 Shares,
Qutstanding 119,805 at December 31, 1980
and 130,700 at December 31, 1379 (Note 19) 11,980 13,070
LONG-TERM DEBT (Note 17)
First and General Mortgage Boads
Series A - 9.10 % due May 1, 2002 55,050 58,161
Series B - 8 1/2% due May 1, 2002 37,034 38,911
Series C - 7 5/8% due May 1, 2002 10,752 10,842
Less: Current Sinking Fund Requirements (1,084) (1,822)
Unamortized Debt Discount, Net of
Premium (134) (169)
101,598 103,923
Total Capitalizationm $180,530 $185,850

The accompanyiag adotes are an iategral part of these financial statemeats.




Maine Yankee Atomic Power Compaay

STATEMENT OF CHANGES IN COMMON STOCX INVESTMENT
For the Three Years Ended December 31, 1980
(Dollars in Thousands)

Balance December 31, 1977
Add (Deduct)
Net Iacome
Cash Dividenc:-
Declared on -
Common Stock
Preferred Stock
Capital Stock Expease

Balance December 31, 1578
Add (Deduct)
Net Income
Cash Dividends
Declared on =
Common Stock
Preferred Stock
Redemption of Preferred Stock
Capital Stock Expenseé

Balance December 31, 1979
4dd (Deduct)
Net Income
Cash Dividends
Declired oo =~
Common Stock
Preferred Stock
Redempticn of Preferred Stock
Capital Stock Expense

Balance December 31, 1980

Amount at Retained
Shares Par Value Other, Net Earmiogs
500,000 $50,000 $16,769 $ =
. - - 7,727
- - - (6,700)
- - - (1,028)
- 13 TR
500,000 50,000 16,782 2
- - - 7,651
- - - (6,625)
- . - (1,001)
57.,000 50,000 16,830 27
- - . 7,508
. - - (6,595)
- - - (934)
- - 206 »
- -~ P . -
300,000 550,000 $17 046 5 6

(6,700)
(1,025)
13

86,784
7,651

(6,625)
(1,001)
35

13

6,85

o
o«
~4

~3
in

)

(6;595)
(934)
20€
10

$67,08

:

The accompanying note3 are an iategral part of these financial statsments.
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Maine Yankee Atomic Power Companv

STATEMENT OF SOURCES OF FUNDS FOR ACQUISITION
OF NUCLEAR FUEL AND CONSTRUCTION OF ELECTRIC PROPERTY
(Dellars ia Thousaads)

Year Ended December 31,

1980 1979 1878
FUNDS PROVIDED
Iaternal Sources
From Operaticas
Net Iacome $ 7,508 s 7,651 S 127
Amortization of Nuclear Fuel 264,024 15,319 7,611
Depreciation and Amortization 8,319 8,279 8,173
Deferred Iacome Tax and Iavestmeat
Tax Credits, Net 2,600 6,918 7,583
Allowance for Other Fu-ds Used for
Nuclear Fuel and Duriag “nastruction 1,371) (1,623) (1,391)
41,080 36,344 39,503
Less:
Siakiag Fund Requirements:
Long-Term Debt 5,078 4,850 3,353
Preferred Stock 1,090 62 -
Dividends on Preferred Stock 934 1,001 1,025
Divideads oa Commom Stock 6,595 6,625 6,700
Other, Net (567) 505 45
27,950 2,937 23,177
(Iacrease) Decrease in Workiag Capital,
Exclusive of NYotes Payable to Banks
and Sinking Fund Requirements
Cash and Receivables (2,993) 425 (616)
Other Curreat Assets (336) (466) (66)
Other Curreat Liabilities 34 $33) (7,776)
gi;ZES) 374) 438)
Net Available from Iatermal Sources 24,705 22,-03 17,719
External Sources
Increase (Decrease) in Notes
Payable:
MYA Fuel Compaay (225) 15,800 8,750
Banks 12,073 3,923 -
Net Availaole from Extermal Scurces 11,830 19.725 3,’50
$36,35S §42,088 $26,469
FUNDS USZD FOR ACQUISITION OF NUCLEAR FUEL
AND CONSTRUCTION OF ELECTRIC PROPERTY
Acquisition of Nuclear Fuel $30,101 $35,264 $28,732
Allowance for Otler Fuads Used far
Nuclear Fuel (1,118) (1,347) (1,241)
Comstruction of Electric Property 7,825 3,467 2,128
Allowance for QOther Tunds Used
Duriag Comastruction 283) (76) '50)
§36,353 $42,088 526,569

The iccsmpacyiag 20tes are aa iategral part of these financial statements.
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Maine Yankee Atomi

NCTES ™0 FINANCI

SUMMARY CF SICNIFICANT ACCOUNTING POLICIE

‘- . - -

The Company: The Company swns and operates a
pressurized.vater nuclear-powered elcctric generating plant

wit a current net capacity of approximately 830
zegawat.s. Te plant commenced commercial operation on
January 1, 1973. The followin New 32ngland electric

uv“dbd.

Tiliti=s own 2ll of the Company's common stock:

Cwnership
Sponscor/Particisant Interast
. e — . ———— e | e st e e

Central Maine Power Company 8%
New EIngland Pcwer Company 20
The Comnecticut Lizht and Sower Company
S3angor Hydro-flectric Company

Maine Public Jervice Company

Public Service Company of New Hampshire
Cambridge Tlectric Light Ccmpany
Montaup Zlectiric Company

The Hartferd Electric Light Company
Western Massachusetts flectric Compan

.~

Central Vermcnt Public Service Corporation

.

"
-
-
4
4
3
-
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For a pericd of thirty years, commencing on January 1,
19732, in accordance with the Power Contracts and, subject
S0 certain limitaticns. eesch participant shall receive its
entitlement percentage of plant QuUtput and i{s obligated o
PaY its entitlement percentage c<f :th Ccmpany's total
2c8ta, Including a return on invested capital regardless f
the level of ocperation of the plant.

Segulatisn: The Company i3 subiect %o the
7 of the Federal Ihergy Segulatory
the Nuclear Regulatery Commissics (NRC)
M ERER R

WEilltles Commissicn of the State of Maine
accounting, cperaticns and other zattars.,
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Maine Yankee Atomic Power Company

NCTES TO FINANCIAL STATEMENTS

SUMMARY OF SICGNIFICANT ACCCUNTING PCLICIZES (continued)
Depreciation: (continued)

composite methued, at the .ime depreciadle property is
retired, the original cost, plus cost of removal, less
salvage, of such property i3 charged %2 accumulated
depre~‘ation.

Decoamissioning: The NRC currently recognizes three
decommissiconing zethods - complete dismantling and remcval,
in-place encapsulaticn or "entozbment" and amothballing - or
a4 combination of these aethods. [(USAEC Regulatory Guide
.86, Termination of Operating licenses for Nuclear Reactor
(1974) 4] thcugh the Company presently dces not provide
for nuclear plant decommissioning costs, it is considering
immediate dismantling as the most desirable and probdabdly
the only accer table method of deccamissioning its nuclear
reactor. 3Zased on a study performed by Stone and Webster
Engineering Corporaticn and Nuclear fnmergy Services,
Inccorporated, the estimated cost of decommissioning
utilizing this methodology is $57,600,000 ia 1980 dollars.
Accordingly, the Company proposes to bill out through May
1, 2002, under the terms and conditions of its Power
Contract and pending FERC approval, an amount equal to the
current estizate of the cost of decommissioning. The
Company fully recognizes the relative uncertainty of the
future cost of decommissiocning, the changing technology of
decommissicning or new requirezents of the law and,
therel)re, recognizes the need to constantly amcnitor and
adjust, if necessary, the amount of sollection.

Deferred Tharges: The Company 1as acdopted :the poliey of
Seferring and amortizing over a five year period the costs
of unusual and irregularly recurring studies and
inspecticns. ™is is in respcnse %50 recent avents and
orders requiring the Company t¢ undertake significant
analyses of specified operating design procedures and
equipaent.

Amcrtization sf NMuclear Puel: The cost of nuclear “uel in

the reactcr, plus the estizated 208t of dispeosal of tha:
nuclear fuel, (s amertized 2 Puel Ixpense >ased on ‘the
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Maine Yankee Atomic Power Cempany

NCTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Amortization of NMuclear Fuel: (continued)

matic of energy produced during the pericd %o the estizated
total core capability with a corresponding credit to
Accumulated Amortization.

wring 1978 and 1979 the Company provided .or permanent
storage of nuclear fuel in reactor using an estimated cost
of permanent storage which was based on a study by the NRC.
Specifically the disposal estimate provided was at a rate
of $100/xilogram of uranium (RGU) originally contained in
the assemblies in 1977 dollars escalated at 3% ser year to
the time of discharge froam the reactor.

Seginning in March 1980 the Company's cost estizate for
perzanent disposal of NMucliar Fuel in Reactor was increased .
to 3130/RGU originally contained in the (ssemblies,
expressed in 1378 dollars, escalated at 8% per year to the
time of permanent disposal (currently estimated to be
1988). Tis estimate of the cost of peraanent dispesal
(3130/%GU) is bSased on a report issued by the Departazent of
fnergy. This report estimated the cost of permanent
storage to Dde K117/x00 originally contained in the
assemblies (in 1978 dollars). This estimate did not
include the cost of transportation to the disposal center,
which has been estimated by the Company to be $13/XGU.

The dispesal cust for Nuclear Fuel in Reactor is bdeing
recr rered from participants, bassd on generation, over the
period that the fuel is consumed. Trcugh 1988 the Company
i3 also adjusting the disposal reserve scllected for Spent
Fuel to preflect the surrent disposal ~ost estimate. This
adjustaent which amounts %o approximately 840,000,000 is
Deing recovered Ddased on estimated electric kilowatt hour
generation from March 1980 through 1388,

Te estizate of cost of Jispesal of nuclear fuel is subiect
t0 a number of uncertainties including *he timing of
availadle storage capacity, the extent of future {aflation,
regulatory requirezents and the ccst of future services,
1l of which may require pericdic revisions in future
nuclear fuel anmertizaticon rates. Scwever, the Company
Selleves that its astimate .3 reascnabls.

‘5
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Maine Yankee Atomic Power Company

NOTES TO FINANCIAL STATEIMENTS

SUMMARY OF SIGNIFICANT ACCOUNTTNG POLICIES (contined)

iaowance for Punds Used During Construction (AF and
Allowance for Punds Used for Nuclear Psel (AFN): The
Company records the net cost of berrowed funds and a
reascnable return on other funds wused to finance
construction and nuclear fusl acquisition prograns, The
agount of “he allowance recurded is determined -} 4
zultiplying the average monthly dellar balance of
Construction Work in Progress (CWI?) and Nuclear Muel in
Piocess (NFIP) by rates related to the cost of the capital
used to finance the respective additions. The following
table contains the weighted average rates used for the zost
recent three annual pericds:

AFC AFN

on CWIF on NFI?
1380 7.25% 8.90%
1979 7.40 7.68
1978 7.60 7.00

Unamortized Ga or loss on Reacguired Dedt: Gains and
losses on bonds reacquired to satisfy sinking fund
requirexzents of First Mortzage Bonds have Seen deferred and
are bdeing amortized o inrome over the remaining original
teras of the applicable s ries as prescrided by the * “farm
System of Accounts of the FERC.

INCCME TaAX ZXPEMN=D

The components of Federal and State Iincome taxes reflected
in the statezents of income are as follows:

l‘.
n
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Maine Yankee Atomic Power Companv

NrTES TO FINANCIAL STATEMENTS

INCCME TAX EZXPF’ 35E (continued)

(Dollars in Thousands)

Year nded Decemper 71
1?50 1379 ’.2‘.'5

Federal
Current $ 3,242 $ 602 $ 6A2s
Deferred (2,545) 5,264 4,848
Investzent Tax Credits,Net 463 812 1,386
8,188 5,878 L 488
State
Current 1,463 Ly 408
Deferred 227) 842 762
1,140 1,133 3,247
Total Feceral and
State income :axes $ 7,308 37,854 $8,702

The Company provides defsrred taxes for the tax effects of
tiaing differences, primarily accelerated depreciation and
certain expenditures related to nuclear fuel, between
pre-tax &ccounting inccme and taxable income. Priar to
1975 the Company did not provide fully for the tax effects
of timing difference. and began in 1976 to provide
additicnal deferred taxes %o recognize the tax effacts of
these prior timing differences through 1980.

Investaent tax credits are deferred and amortized over the
life of the assets giving rise *o such credits. At
Decemter 31, 1979 the Company had available a carrycver of
unused investament tax oredits of approxizately $%,300,000
to be appli %0 reduce Fedieral income taxes.

The Ccapany had provided for, and deducted far. tax
purposes, certaln costs assccicted with nuclear fuel
reprocessing and permanent storage. In the recent
examination of the Company's Tederal income tax returms for
years 15373 through 1377, the Internal Revenue Service
examining agent disallowed the current deduction af these
costs. T™he Internal Gevenue Services position was
Sustained a2t the ippelats level whish resul: in the
Company fully utilizing the 35,300,000 of isvestzent tax
ereqdlt available as of lecemter 31, 1379 and aying



Maine TYankee itomic  wer Company

NOTES TO FINANCIAL STATEMENTS

INCCME TAX EXPENSE (continued)

additicnal Federal and State income tax assessments
cumulative through 1979 of $2,729,%530 exclusive of
interest. These assessments nhad no effsct on total income
tfax expense Decause the Company had pre.ided income taxes
for the effects of all timing 4ifferences.

The following table reconciles the statutory inccme ‘tax

rate to the rate determined by dividing the total Federal
income tax expense by income hefcre that expense,

Dollars in ™ ds
1380 13;9 1378

|
Amount % Amount 4 Aoount ¢ |
Statutory Federal incoce ‘
tLax rate 36,290 - 46.0 86,391 46.0 37,288 48.0
(Increase) Reductions in
taxes resulting from:
Ceferred taxes not
provided on certain
tiaing differences 818 3.1 a1 2.9 429 2.3
Amertization of in-
vestoent tax cradits (890) (6.5) (678) (4.7) (573) (3.8)
ota'r 1“7 g.: ’."‘ g.‘ ’12 gtl
Calculated rate 36|162 uz.li 36i578 46.6% S','Iltzé 49,:%

NOTES PAYASLE TO 3ANKS

T™e Company had bank lines of aredit totaling $29,000,000
a3 of December 31, 1380, of whizh $22,200,000 requires an
annual fee of 1/2 %0 5/8 of 1% of the line. There are a0
cmpensatin Salance requirements far ‘thesa lines. e
rezaining 31,000,000 deollar line requires a ccapensating
Salance of 10% of the line or 20% of relating Serrowings,
whichever is greater.

The Company nad lires of oredi: at December 21, 1979
totaling $14,000,000. wWish respect o 813,000,000 af the
line, there was a required arnual fee of £/8 of 1%. ™ere
ire n¢ ccompensating talance requirements fir these lines.

)

T o MR e AR TS T



30

4,

S.

Maine Yankee Atczic Power Company
NOTES TO FINANCIAL STATEMENTS

NCTES PAYABLE TO 3ANKS (continued)

The coapensating balance requirement for the remaining
31,000,000 dollar line was 10% of the line or 20% of
outatanding torrowings, whichever was greater.

FIRST MCRTGAGE SCNDS

™he annual sinking fund requirements of the Firs: Mortgage
3onds currently outstanding amount %o $4,775,000 for each
of the years 1381 through 1985. 3cnds repurchased amcunted
to 33,739,000 at Decemder 31, 1380 and $3,336,000 at
December 31, 1979.

Under the cter=s of the Indenture securing the First
Mortgiage 3Sonds, substantially all eleetric plant of the
Company is subject to a first mortgage lien.

MYA FUEL COMPANY

On August 26, 1976, the Company entered into a Loan
Agreement covering the issuance of up to $35,000,000

incipal amount of promissory notes o MYA Fuel Company, a
subsidiary of BSC Holdings, Ine. B3SC is ovned by a
partnersnip composed of partners of Goldman, Sachs & Co.
Ceri. ‘n information related to this locan arrangement i3 as
follows for the years ended December ;¢

2380 1979

(Dollars in Thousands)

Promissory notes cutstanding 333,228 833,450
Average 2aily cutstanding

Sorrowings 332,301 328,282
dighest level of borrowings 323,500 $34,2%0
Annual interest rate at end

of periods 20.58% 14.13%

Iffective average annual
interest rate 15.32¢% 13.33%

0‘.
(¥ ¢
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Maine Yankee Atcamic Power Company

NOTES TO FINANCIAL STATEMENTS

MYA FUEL COMPANY (continued)

T™e loan Agreement provides that, in the absence of an
Event of Default (as defined) or occurrence of a
Terminating Zvent (as defined) the arrangement will extend
to May 1, 2002, unless ter=inated Dby either party upen
proper notize. The Coopany aust provide 30 davi mitten
notice while MYA Fuel Company 3ust give at least three
years written notice. In order for the arrangement =to
extend Dbdeyend August 26, 1981, the PUC must extend its
present approval of the arrangexent.

REDEEMABLE PREFERRED STCCK

The Company =zay redeem, in whole or in part, any of the
7.48% Series Preferred Stock upon not less than thirty or
more than fifty days' notice at $107.11 per share on or
before December 31, 1582, and at amounts decreasing %o
$100.0C thereafter; in each case plus accrued dividends.

The Company must redeen and cancel 5,000 shares annually,
at par, and at the election of the Company an additicnal
6,000 shares zay be receemed and cancelled, at par, con each
redeaption date. The optional provision is not cumulative.

Preferred Stock repurchased and not cancelled amounted %o
12,195 shares at December 3231, 1980, 7,300 shares at
December 31, 1979 and 7,040 shares at December 31, 1978.

PENSICN PLANS

The Company has two noncentributory pension plans which
cover substantially all full-tize employees. T™he Company's
policy (s to fund pension ccsts accrued on an annual Sasis,
including amocunts sufficient to amortize unfunded prior
service costs over 30 years.T™e plans expenses approximated
$183,000 for 1580, $182,000 for 1979 and $130,000 for 1974,

L)
e
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Maine Yankee Atcmic Power Compary
NOTES TO FINANCIAL STATEMENTS

PENSICN PLANS (continued)

anuary
L iy 07

tuarial present value of
accunmulaved plan benefits:

Vested $173,000 $124,000
Nenvested 166,000 118,000

(= 2

benefits $313,00¢ 8626 !000

™e assumed weighted average nrate of return used in
deteraining the actuarial present value of accumulated plan
denefits was 65.25%,

COMMIT™ENTS AND CONTINGENCIES

Nuclear Fuel: T™e Company anticipates nuclear fuel
expenditures of $30,079,000 for 1981 (exclusive of AFN) and
$113.362,000 for the pericd 1582 through 1385 (exclusive of
AFN).

The Company has contracted for the purchase of all of (&
uranium concentrate requirements through 1386. The Company
has conversion contracts through 1983 and is presently
negotiating for conversion services whiczh are expected to
Zeetl requirements through 1995, Uranium enrichment
sServices are covered :hrough 2002 under a ccntract with the
Jepartzent of Ihergy. Nuclear fuel fadrication service
requiresents are covered througn 1983 and a contract is
presently Deing negotlated which is expected to aeet
Services through 1988, ™e Company is expanding i%
on-site spent fuel storage facility o provide capacity %o
store such fuel through 1384 while Zaintaining a full core
discharge capability. In addition, in Septemcer 1973 the
Company flled with the NRC a proposed change in its
operating license relating %¢c increasing ‘:s existing spent
Tiel storage cajpacity 3y providing azore compac: fuel

-V
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Maine Tankee Atomic Power Ccapany
NOTES TO FINANCIAL STATEMENTS

COMMITMENTS AND CONTINGENCIES (continued)

storage. An intervenor has requested a hearing and the
Company cannot predict the scope of that proceeding, its
duration or its outcome. If the propcsed change (s not
approved, the Company will have o develop alternative
plans which would involve further appreval by the NRC.

construction: The Company anticipates construction
expenditures L2 amount to 315,400,000 for 1981 ineluding
$4,200,000 towards the .nstallation of a steam ‘turbine
drivea feedpump and $3,200,000 for computer equipment.

Price-Anderson: The Price-Anderszon Act requires each
Peactor licensee o carry 8150 sillion of prizmary pudlis
liability {insurance, supplexented by a mandatory
industry-wide program of self insurance. Under the
program, iz the event of a nauclear incident at any
operati-g reactor in the United States, each licensee could
D¢ assessed up to 35 aillion with a limit of two
d33es3ments Der reactor owned per calerdar year in the
event of more than one incident.

" Mile Isl : The events during the spring of 1379 at
the Three Mile Island Nuclear Unit Ne. 2 in Pennsylvaniz
("IMI") caused widespread concern abdout the safety of
auclear generating plants and prompted a rigorous
reexazminaticn of safety-related equipment and operating
procedures in all nuclear facilities by their owners and
the NRC. The coamissicon foried by President Carter %o
investizate the causes of the ™I incident f{ssued its
report in 1979, recommending a number of changes in NRC
organizaticn and practices, licensing of nuclear plants,
plant operating practices, operator taining and other
safety-related zatters and in 1380, a NRC-commis,icned
report contalning si .llar recommeniationy was releassed. As
a result, the NPT has promulgated numerous requirements,
including Ddoth near-terma 3odifications and longer-tern
design changes. The Company has zade ‘he Zodifications
required to date by the NRC, sut cannot predict what
further 20difications will Dde required, ctheir cost, or
thelir effect on the cperation of the Maine Tarkee >lant.,
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NCTES TO FINANCIAL STATEMENTS

9. UNAUDITED QUARTERLY FINANCIAL DATA

Unaudited gquarterly financial data pertalaing to the
results of operations are shown >elow.

1980 Quarter nded

March 21 June 30 September 20 Jeceambar ’;
(Dellars in Thousands, xcept Per Share Amcunts.

Tlectric Operating

Revenues $1.,911 324,065 319,678 $21,581
Cperating Income 4,297 4,71 4,546 4,473
Net Income 1,921 1,837 1,836 1,914
farnings Per Share
of Common Stock 3.35 .22 3.21 3.27

1979 Quarter Snded

March 21 June 30 September 30 Decembper 2
(Dollars in Thousands, Sxcept Per Share Amcunts)

Electric Cperating

Revenues 316,592 315,324 317,686 $19,245
Opcntia; Income 4,334 4,234 4,148 4,208
Net Income 1.023 1,930 1,876 1,012

farnings Per Share
of Common Stock 3.3% 3.35 3.26 3.34

"1l
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Maine Yankee Atomic Power Company

NOTES TO FINANCIAL STATEMENTS

SUPPLEMENTARY INFORMATION TO DISCLOSE THE EFFECTS OF CHANGING PRICES
(UNAUDITED)

The following supplementary information is supplied in accordaace
with the requirements of the Statemeant of Fisaacial Accouanting Stan-
dards No. 33 £.r the purpose of providiang certzin information about
the effect of changing prices. It should be viewed as an estimate
of the approximate effect of ianflation, rather than as a precise
measure.

Comsta’ it dollar-amounts represent historical costs stated ia terms
of do.lars of equal purchasing power, as measured by the Coasumer
Price I[ndex for All Urbaa Consumers (CPI-U). Curreat cost amouats
reflect the changes in specific prices of plant from the date the
plant was acquired to the preseat, and differ from comstaat dollar
amounts to the exteat that specific prices have increased more or
less rapidly than the geaseral rate of iaflation. The curreat cost
of guclear generating plant is estimated based on an engizeeriag
study of the current cost (per kilowatt) of replacing :the preseat
generatiag plant. This study was updated in 1980 resulting 1a an
inocreased cost (per kilowatt) from $871 to $1,276. This adjustaeant
was reflected in Jaouary 1, 1980 beginning current cost values.

Nuclear fuel used in generation has been restated from historical
cost usiag current asarket prices of uranium, coanversion, earich-
ment aand fabrication. Nuclear fuel expense was developed by divid-
ing the estimated curreat cos. of the in-reactor fuel by the

expected generation of the core times the actual generation produced

during the year 1980.

Depreciation expense for the curreat cost of productive capacity
was developed by applying the depreciation rate to the curreat cost
value adjusted by the ratio of average historical cost to year-ead
historical cost.

Siace only historical costs are deductible for income tax purposes,
the income tax expease in the historical cost financial statements
is got adjusted.

Under the rate-making practices prescribed by the regulatory com-
missions to which the Company is subject, only the depreciation of
historical cost of utility property is iacluded in the cost of ser-
vice used to establish the Company's rates. Therefore, the cost of

-~ -
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Maine Yankee Atomic Power Companvy

NOTES TO FINANCIAL STATEMENTS

SUPPLEMENTARY INTORMATION TO DISCLOSE T .. EFFECTS OF CHANGING PRICES
(UNAUDITED) (coatinued)

plant and nuclear fuel stated in terms of constant dollars or cur-
reat cost that exceeds the historical cost of plant is not preseatly
recoverable in rates, and is reflected as a reduction to net recov-
erable costs. While the rate-making process gives no recognitioa to
the curreat cost of replacing property, plant aand equipmeat, based
on past practices the Company believes it will be allowed %o earm on
and recover the increased cost of its net investment when replace-
ment of facilities actually occurs.

To properly reflect the econocmics of rate regularion in the State-
meat of Iacome from Operations Adjusted for Chaagiag Prices, the
reduction of utility plant 4nd nuclear fuel to net recoverable cost
should be offset by the gain from the decline ian purchasing power
o{ net amounls owed as shown Dbelow. During a period of inflatica,
holders of monetary assets suffer a loss of geaseral purchasing
power while holders of mocetary liabilities experience a gaia. The
gain from the decline in purchasing power of net amounts owed is
primarily attributable to the substantial amount of debt which has
been used to finance property, plant, equipmeat and auclear fuel.
Sioce the depreciaticn om utility plaat and amortization of auclear
fuel is limited to amounts based om historical costs, the Coampany
does not have the opportunily to realize a holding gain on debt and
is limited to recovery oaly of the embedded cost of debt capital.




Maine Tagkee Atomic Power Company

NOTES TO FINANCIAL STATEMENTS

10. SUPPLEMENTARY INFORMATION TO DISCLOSE THE EFFECTS OF CHANGING PRICES
(UNAUDITED) (comtigued)

Statement of Iancome anod Operations Adjusted
for Changing Prices for the Year EZnded
December 31, 1980 (Dollars in Thousaads)

Constant Current
Dollar Dollar
Coaventional Average Average
Historical 1980 1980
Cost Dollars Dollars
Operating Revenues 584,243 584,243 3 84,245
Operaticn & aiantenance 22,762 22,762 22,762
Fuel Expense 24,024 28,351 33,117
Depreciation & Amortization 8,319 15,951 41,419
Taxes 11,106 11,106 11,106
laterest Clharges 11,752 11,752 11,752
Other, Net (1,226) (1,226) (1,226)
Income (Loss) from
Operations (excludiag
reduction to net
recoverable amount) $_7,508 $(4,451) $(34,685)
Increase in specific prices
(curreat cost) of plant
and Nuclear Fuel held dur~
ing the year* § 84,845
Reduction to aet recov-
erable amount $(20,7587) (26,229)
Effect of increase in
general price level (51,139)
Net 9.477
Gain from decline in pur-
chasing power of aet
amounts owed
3 26,791 526=791

(%)
13
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Maine Yankee Atomic Power Company

NOTES TO FINANCIAL STATEMENTS

10. SUPPLEMENTARY INFORMATION TO DISCLOSE THE EFFECTS OF CHANGING PRICES
(UNAUDITED) (continued)

*At December 31, 1980 curreat cost of Plant and Nuclear Fuel, net of
accumulated depreciation and amortization was 51,031,133 while his-
torical costs or net cost recoverable through rates was $279,569.

Five Year Comparison of Selected Supplemeatary Financial Data Adjust-
ed for Effects of Changing Prices (Dollars ia Thousands, Average 1980
Dollars)

Years i December 11
1;5"';5 '£'5'T e gz ;—dz%‘.
Operaciag Revenaes $ 84,205 $78,.80 383,338 389, 5887
Historical Cost laformation
Adjusted for Genaral
laflaticn
> Loss from operatioas
excludiag reduction
o 3at recoveradle
amount $(6,651) 8 (670)
Loss from ocperations
per commoa sbare

(aftar prefecred
dividend requiresent) $(10.77) § (3.51)

Currest Cast laformatioca
Lass from oparatioas
excludiag reductioca %o
aet recoverable amount $(34,58%) $(26,755)
Loss from speratiocns
per common sdare
(aftar preferred
dividend requiresest) $(71.24) § (55.79)
Excess 21 iacrvesse i3
genaral price level
over Lacresss ia
specific prices after
reduction 3 et e~
coverable amount $9,677 3 (2,106)

Genaral l[aformation
et issets at yesr end
at recoveradle amount 364,042 8 71,772
Ga1a frow decline ia
purciasing pover of

3t wsouats oved 26,791 5 28,202
Casa dividendz jer
CommOn jBare $13.19 515.06 516.32 s18.23 515. 0

Averige Consumer
?rice ladex 246.3 217.4 195.« .81.5 170.5

O‘J
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Central Maine Pover Company
luvestments la, Equity in Barniags of, sad Divideads Received from Associated Compsnies
for the Yesr Ended December 31, 1980
(Dollacs {0 Thousands)

Col. ¥
Dividend Recived

Col. A e R e s R i Cel. ® = _ — ) T Dusing the Freiod
Name of lesuer Balonce at Beginaing of Period  Additions Deductions  Baleace o. Fad of Period Nt Accomnted Fou
snd Description Nombe o Percent o Equity Dividends Nusber Peccent of by the Equity
of lovesiment of Shares Owaership  Amcunt ia Baruioge Other Received Other of Shaces Ownership  Amount L
Subsidiacics Not Consolideted
Yankee Atomic RBlectric Company:
Cosmon Stock 4.5 L) $ 1,67 ' ] 9 s 14,573 5% § 1,457
Equity in esrnings 505 164 g s X 491
LTI T S . 1,948 Noue
Connecticut Yankee Atomic Power Company:
Common Stock 21,000 6.0 2,100 21,000 60 2,100
Copital Conteibution 180 180
Coapital Conteibution Agrzement -
Subordinated Losns 30 00
byuity in esrnings .2 19 - 108 il
3,082 91 e aed 3n wone
Vermont Yaukee Nucicar Power Corporstion:
Common Stock 16,000 ‘o 1,600 16,001 ‘0 1,600
Retuen During Conetruction 507 sor
Equitly 1n carnings 221 22 g 1L o _
338 e 1 1,311 Hone
Naine Yankee AMomic T er Company:
Common Stock 190,000 LN 19,000 190,000 Mo 9,000
Keturn During Constructive 6,86 6,386
Equity i1a carniugs L L2 I 2,506 - =
3,99 48 1506 5,4 "eme
Matne Bleciris Pover Coapany, luc |
Conmmon Stock 8.4 2 Ll 58 9,169 L) 96
Equily in ecarniogs N L] e
JE 1 L 1 HE 58 (Wete) 9é Noar
Combiet land Securitles Corporation:
Consson Stock e 100 .0 " e 1we.0 1"
Opra Account wLan 1,257 3,00
Eyuity ia earnings ) ;A . .
1,18 LI P 1) 3,002 Bune o
Central Securities Corporstion: )
Common Stock 0 100 .0 ] 0 1o 1 13
Open Account 163 i B0l
Bguity in carnings _ 30 5 w ol
1,070 o4 1,149 None o
The Unton Water-Power Company: ™
Common Stock 1,410 100 0 Pl 2,470 1000 58 w
Equity in earnings o 53 (9
186 ) s o
$36,741  $3,291 $1,600  §3,205 § 58 $I8, 370

Nule

Redemption of Common Stock in cash st bood (ost

1 AInpayds

-
-

1

0861 - X-01
Auedwo) Jamod dUTER Teajul)

w104
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Central Maine Power

Company

lavestments in, Equity in Earniage of . snd Dividends Received from Associated Companics
for the Year Ended December 31, 1979
(Dollars in Thoussods)

Col. A
Nawe of lssuer ce
sud Descript lon LI
of Investment .

Subsidisries Not Consolideted
Youkee Atvmic Blectric Company:

Common Stock
Equity in caruings

1%.51n

Cowmecticut Yankee Atomic Pover Company:
Comeon Stock
Capital Contribution
Equity in esrnings

Vermont Yankee Nuclear Power Corporstion:
Comeon Stock
Keturn Ducing Construction
Equity ln esrnings

Maiue Yankee Atomic Pover Company:
Common Stock
Retuin During Construction
Equity ln earnings

Huine Elecleic Pover Company, luc.:
Conmon Stock
Equily ta eatnings

10,353

Comberlond Securities Corporstion:
Common Stock
Open Account
Equitly ln esrnings

Central Securities Corporalna;
Conmon Stock 10
Open Account
Eguity la carnings

The Union Water-Power Company:
Common Stock
Open Accounts
Equity in carnings

2,470

Note:

Redempt ion of Common Stock in cash at book cost.

R TS .. Cel. C z . Lel. &
gioning of Period —  Additisns Balanc: at Ead of Peciod
Percent of Equity Number Perceat of
Ownership  Amount in Esrmings Other Reciived Othe: of Shares Ownership  Amouat

.51 S 1,457 & s $ $ 14,513 951 $ 1,457

510 199 . _ 204 - _ 505

1,97 1% pr _ a0k ) 1,962

6.0 2,100 21,000 60 .19

180 180

516 415 L 169 162

3,0% s R T ¢ R 1,042

“.0 1,600 16,001 ‘0 1,600

so7 50)

L as 29 - 241 - _

9 n - o . 2,328

3.0 19,000 190,000 8.0 19,000

6,386 6,386

[ 2,521 - 10

25,386 2,521 = 25,19

.1 1,035 61 9,743 182 94
= Lot a2 o & :

1,09 2 a2 41 (Note) 974

10 .¢ i 110 10o.0 1]

1,817 40 1y

_(22) L) (5)

R S “ 1,8

100 0 1 10 100.0 1

kL 3} e 163

_an 1 306

32 e 1,000

100.0 258 2,410 100.0 258

(19 47 (12)

139 & 186

$36,129  $3,595 s3I0 $3,252 100 $36, 741

Cel »
Dividend Received
During the Period
Not Acconnted bor

by the Equity

Method

None

€ 30 7 @8e¢g

111 °Tnpauds
0861 - ¥=0T W03

AUBCUWO) 13mO4 2UTEBR TEBIJUI)
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Central Maine Power Company
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Centeal Halne Pover Company

PROPERTY, PLANT AND EQUIPMENT
For the Year Eaded December 31, 1980
(Dollars in Thoussands)

Balance Other Changes  Balance
st Begloning Additions Retlvements  Hiscelloncous ot End
Classification of Peclod at Cost or Sale (A)  Adjustments  of Period
Electric Depariment
Intangible Propesty ] ns ) L} s L ms
Generating Flant - Strem i1 440 1,40% (z21) 146 1715 0%
Generatlng Plant - Nydreo 68,914 i ) (29) 69,238
Generating Plant - Internsl
Combust {oa 4,246 i524) 3,125
Transminnion 13 40 5,18 et ) 139,754
Distetbut lon 245,786 iV, 15 (2,162) e 262, y92
Other Property and Equipment 30,546 6480 (162) 3,88
Electric Plant Acquisition
Adjustment 190 1%
Unfinished Construction (B) _10,0%8 6),63 14,524
Total Electric Department "nean 95,400 (2,72)) 126 824,065
Hiscellaneous Properties (C) " 4 (¢) 3 918
Total Peoperty, Plant and
Fquipment $771,298 995,461 33,930 s129 $824,96)

o 1 9%eg
A @Tnpayds

a

0861 = ¥=-01 ma02
®ACS 2T B

AUBGHO)

(357 e

-
-

-
-

Notea: (A) Includes Land Retlrementn of §)
(B) Reder 1o Nore 3 of Noten to Flnancial Sistemenia for discussion of stetus of several projecta.
(€) Tncluded (o Defesred Charges and Other Ansets on Salance Sheet .



PROPERTY, PLANT AND EQUIFMENT
For the Year Ended Decembicr 30, 1909
(Dollare ln Thoussnds)

Balonce Oiher Changes  Balance
st Begluning Additioas - NRetloements Hiscellancous ot Eud
Claseitication of FPexlod at Cost ot Sale (A) Adjustmcate  of Ferlod
Blectalc Departiment
latsngible Properiy £l 285 ] i 5 ’ b3y
Generating FPlast - Stesn 12,2 8.3 (2,802) (33s) 117,448
Generating Flant - Wydeo 68,706 3o (15%) (N 68 %4
'.‘l Generationg " last - Intermal
‘ Combust loa 4,245 L} 4,266
e O
Teane. ‘snlon 129,178 s, 12 (429) 136,408 8
"
Distribut lon 228,259 20,031 (2,9%05) 1 245,306 -
Qo |+
wiher Property and Equipment 26,702 3,914 (4) (2) 30,546 o w8 i
=0 W
Electaic Plant Acquisition L [
Adjustacat 1% iy - g- ? i’
L S 3
Valinished Constiuction (8) 46,16) 1,01 -l , 10,888 o cé’
"
Total Electeic Department 678,374 60,354 (6,395) (334) 132,309 R~
™
Hiscellancous Propectices (C) 1 &8 (6) 219 o‘g
Votal Property, Plant and g
Rquipmeat 613,400 $60,622 #6,401) H4) 1731,298 X

Motes: (A) lacludes Lond Retlgements of $18.
(B) Befer to Wote ) of Motes to Flasaciel Statements for dlacunsion of the status of several mejor projects
(€) lucluded im Deferced Charges snd Other Assels ou Balance Sheet.

.
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Classification
Blectric Deportiment
lutangible Propesty
Genersting Flaal - Stesm
Genecating Plant - Hydeo

Genecating Plant - Jotesnel
Combust lon

Travamisnion
Distcibut tun
Other Propesty asnd Equipacat

Electaic Plant Acquisitien
A justmcnt

Usfisiahed Construction (B)
Total Klertric Depariment
Miscel laucous Properties (C)

Total Property, Plant and
Tguipment

Central Halne Puver Company

PROPERTY, PLANT AND EQUIVHENT
Yor the Yesr Rnded December 31, 1978
(Dollare in Thoussuds)

Balonce Other Changes  Balonce
st Beglacing Additions Retloements Hiscellancous st End
of Peclod .ot Cost or Sele (A) Adjustmcate  of Perlod
[ ] s W 3 » $ s

67,606 106,56) (14) 312,27

68,79 mn (13) (ie) 68,116

4,264 1 4,245
AN, 368 1,600 (210) 129,275
nam 19,440 (2,468) (s) 228,259

23,1% 5,015 (1,497) 26,108

197 (0} 190
123,150 (16,990 o 48,06
611,007 7,083 (4,207) (n) 618,574
PR 1} -F ML an .1

$613,182 4 71003 $(4,048) ) 69,40

Notes: (A) Includes Land Retlrements ot §1).

(B) Refer 1o Mote ) of Motes to Finsncisl Stetemcats for discunsion of the status of seversl mnjor projecis.

(C) lacluded (o Deferred Charges and Other Asscie on Balance Sheet .
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Schedule V

Maine Electric Power Ccompanv, Inc.

ELZCTRIC PROPERTY
(Dollars ia Thousaads)

Balance at December 31
Classification 1980 1979 1978

Iotangible plant

Organizaticn $ & 3 & 3 -
Franchises and consents 4 4 4
Miscellaneous intangible ‘laat 25 25 235
Total intangible plaat 33 33 33
Transmissicn plant
Land and land rights 914 914 914
Structures and improvemeats 180 180 180
S..tion equipment 3,040 3,040 3,040
Towers »ad fixtures 615 615 615
Poles and fixtures 9,029 2,029 9,029
Overhead conductors and devices 4,563 4,563 4,563
Total trausmission plant 18,341 18,341 18,241
General plant
Land and land rights 4 - -
Scructures and improvements 9 9 9
Tools, shop and garage equipment 14 14 i
Communication equipment 187 216 216
Total general plant 214 263 263
Total electric property $18,588 $18,617 818,617

38A11
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Schedule VI

Maine Electric Power Company oty

Accumulated Provision for Depreciation and Amortization

1978

Electric property
1879
Electric property
1980

Electric property

*See Note 1 of "Notes to Financial Statemeats" for the Company's depreciatism poli.y.

38A12

of Electric Property For the Years Ended

December 31, 1980, 1979 aand 1978
(Dollars ia Thousands)

Additions
Balance at Charged
Beginning to Profit Retire~ Other
of Period and lLoss* ments Changes
$5,011 5736 $ - $ -
§5,747 $735 $- . -
$6,482 $735 $29 $19

i)

-

1
0

anv

O
¥

-

Balance
at Eand
of Period

$7,207



Maine Yagkee Atcmic Power Company

ELECTRIC PROPERTY AND NUCLEAR FUEL
For The Year Eaded December 31, 1980

Balance at
Beginniag

of Period

Electric Property

Organizat:ica $ 7
Miscellaneous
Iatangible Plant 601
Laad and lazd
rights 322
Structures aad
improvements 37,527
Reactor plant
equipment 101,468
Turbogenerator
units 56,997
\ccessory electric
equipment 14,498
Miscellaneocus
power plaot equip. 5,128
Substation equip. 3,239
Miscellageous
electric property 74
Unfinished
construction 8,951
Total Electric
Property $249,012
Nuclear Fuel
Nuclear fuel ia
resctor $ 52,564
Nuclear fuel ia
process <0,394
Nuclear fuel -
speat 42,557
Nuclear fuel -
stock 33,679
171,194

alsg

(Dollars in Thousands)

Balaace

Transfers and at Ead

Othaer Charges of Period

Additions Retirements
at Cost or Sales
s - s -

356 9
1,714 -
3,812 30S

2 -

280 278
1,388 .

173 =

§_7,825 $792
§ - S -
30,084 -
17 -
$20,101 S =

L 5 7
- 501

- 522

- 57.874

- 103,182

- 60,304

- 14,500

- 5,230

- 4,627

- 74

P 2 9,124
Sk $286,045
$§ 21,782 $ 74,346
(238) 70,240
9,257 51,814
(30.801) 4,895
Je . $231,293




balance at
Begianing
of Period
Electric Property
Organization 3 7
Miscellaneous
Iatangible Plaat -
Land and land
ights $22
Structures aad
improvements 56,028
Reactor plant
equipment 101,189
Turbogenerator
. units 57,605
Accessory electric
equipment 14,498
Miscellaneous
power plaat equip. 4,725
Substatica equip. 3,239
Miscellaneous
electric property 74
Unfinished
construction 3,273

Total Electric
Property

Nuclear Fuel

Nuclear fuel in
reactor

Nuclea. fuel in
process

Nuclear fuel -
spent

Nuclear fuel -
stock

Maiue Yankee Atomic Power Company

ELECTRIC PROPERTY AND NUCLEAR FUEL

For The Year Eaded December 31, 1979

$241,159

$ 32,364
35,905
42,.57

4,324

$133,930

Additions Retirements

(Dollars ia Thousands)

at Cost or Sales
s - s -
601 -
1,508 3
280 1
- 608
408 2
5,676 .
$_8,467 s6lé
s - $ -
35'167 -
§33,244 $ =

Balance
Transfers and at Ead

Othe- Charges of reriod

3 = $ 7
- 601

- 522

- 57,527

- 101,468

- 56,997

- 14,498
5,128

3,239

- 74
e 8,951
o= $249,012
g5 - § 32,364
(30,678) 40,394
- 42,557
30,678 35,679

s 4



“chedule V (continued)

Maine Yapkee Atomic Power Company

ELECTRI. PROPERTY AND NUCLEAR FUEL
For The Year Eaded December 31, 1978

(Dollurs in Thousands)

Balance at Balance
Beginning Additions Retirements Traansfers azd at Ead
of Pericd at Cost or Sales Nther Charges of Period
Electric Provperty
Organizatiorn $ s 5 =~ $ - $ - 3 7
Land and land
rights 522 - - - 522
Structures aad
improvemezts 55,861 166 2 - 56,028
Reactor plant
equipment 101,08/ 126 21 - 101,189
T .rbogeserator ‘
units 56,638 947 - - 57,605
Accesscry electric
equipmeat 14,377 21 - - 14,4598
Miscellaneous
power ..aant equip. 4,607 130 12 - 4,725
Substation equip. 3,219 - - - 3,239
Miscellageous
electric property L - - 74
CUnfinished
comstruc:.oa 2,337 738 - » 3,273
Total Electric
Property $239,0. 5 $. 2,128 $ 335 $ = $261,159
Nuclear Fuel
Nuclear fuel in
reactor $ 27,812 3 - $ - $ 12,752 § 52,564
Nuclear fuel iz
process 33,140 25,663 - (22,900) 35,905
Nuclear fuel -
spent 33,202 - - #,398 62,557
Nuclear fuel -
stock 4,064 ey ¢ . 793 4,924
$23,732 .. S $133.330

na

iy
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Maige Tankee Atomic Power Company

Schedule VI

ACCUMULATED PROVISION FOR DEPRECIATION AND AMORTIZATION
OF ELECTRIC PLANT AND NUCLEAR FUEL
For The Years Ended December 31,

(Dollars in Thousands)

197

Electric Property

Nuclear Fuel

1979

Electric Property

Nuclear Fuel

1980

Electric Property

Nuclear T

See Note 1 of "Notes
amortizaticn policies.

0.‘
|
(ST}
=

Additioas
i.lance at Charged
Beginning to Costs Other
of Period and Expenses Retirements Changes
$38,313 $.8,173 $33 $ ()
$39,114 $17,411 $=_ . -
§46,448 $.8,279 $6l14 s (8)
$76,325 $15,319 S $ =
$34,105 $ 8,319 $792 $171
§91,844 $24,024 e
to Financial Statements" for the Compaay's

540,448

:

wr
o
‘\
=1
o
wn

344

$91

s

$_ 61,803

5115,868

depreciation aand
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Year Ended
becember 31,

Year Fnded
becembor 31,

Year Ended
becember 31,

1960

1979

1978

Maine Yankee Atomic Power Company

Schedule IX
Short-Term Borrowings
(Pollars in Thousands)

Column A Column B Column C Column D Column F Column F
Category of Balance at Welghted Maximum Amount Average Amt. Welghted Dally
Short-Term Fnd of Average Outstanding Outstanding Average
Borrowlings Year Interest During the Year uring the Year Interest Rale
Rate During the Year
Banks (1) $16,000 22.51% $20,155 $6,992 17.90%
Banks (1) $ 3,925 15.25% $ 9,300 $1,148 15.40%
Banks (1) - - $ 3,900 $ 97 7.79%

(1> See Note 3 to Notes Lo Flnanclal Statements

(1
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Amencment to
Unit ‘articipation Agreement
Between
The New Brumswick Elsctric Power Commissicn
and

Maine Electric Power Compvany, Inc.

Anendment dated December,/, 1980, to the Unirc
farticipation Agreement, dated Novezber 15, 1971 (the
"Agreement') between The New 3runswick EZlectric Power
Commission (the "Commissicn) and Maine Electric Power
Cempany, Iac. (the "Ceompany").

WHERZAS the Commission desires to continue to sell
and the Company desires to continue to purchase a porticn »f
the capacity and emerzy of the generating units described
in the Agreecent.

WHERZAS the Commission and the Company desire,
azong other things, to reduce the term of the Agreement and
€0 reduce the entitlements provided in the Agreement; and

WHERZAS the Cocmmissicn and the Company have

determined that it is desirable to amend the Ag:éemenc as

Rereinalter set forsh.

NCW, THEREFCRE, ia comsideration of the premises
and of ile mutual covenants hereia set forch, it is mutually
agreed, unless the Nacicnmal Inergy 3card of Canmada fail
€2 appr e Chis Agresezment, as follows:

Seczicn 1. The fouzth paTtagzagh of Secticn 1 of

the AgTeement is hershy deleted and the £ollowing pacagrzaphs




are hereby imserted in place therecf which shall read in
their entirety:

"The parties mutually agree that the Commission
may at i:is discretiom withdraw from service any or all of
the units for the purpose of converting such units to burn
cecal,

The Termination Date cof this Agreement shall be
October 31, 1985, or such earlier date as the Commission
shall rezove the last of the units from commercial operation
for the pv-pose of ceoaverting such unit to bura coal, which-
ever is earlier,

The Commission shall give written notice to the
Company six (8) momths prior to any such earlier Termination
Date."

Secticn 2. Clause (c) of section 3 of the Agree-
ment is hereby amended by deleting thersfrom ""October 35,
1985", and by imserting in place therecf "December 31, 1980".

Section 3. Clause (d) of section 3 of the Agree-
ment is heredy amenced by deleting therefrom "For the final
twelve mecaths” and by inserting in place thereocf "From
January 1, 1981 through the balance'; and by deleting
thereizca "200" and by imserting in place :hg:ecf gt & 5

Sectiom 4. Secticn 3 of the Agreement is hereby
amended by the additicm of a new clause (e), izmmediately
following clause (d), wnich shall read in its entirety

"(e) Notwithstanding the provisicns of clauses

(a), (B), (¢) and (d) of this secticn 3, the units in which



———W

the Ceompany is participating shall zmot in lude any unis

which has been removed £rom commerzial operation for the .
purpose of conmverting such unit to burn coal”.

Secction 5. Clause (c) of seoction 10 of the Agree-
ment is hereby amended by adding the following sentence at
the end of such clause (¢) which shall read in irs entirety

"Such fuel charges ara to be based on the un-
ccmpensated cost of fuel, less any Canadian governmental
compensation which may, from tizme to tize, be payable wi:
respect £o such fuel used to generate the energy purchased
by the Company within its entitlement, provided, however,
that should any Canadian regulation, legislatiom or other
act of the Canacdian govermment reduce the level oi such
Canadian governmental ccmpensaticn below $4 (Canadian) per ‘
barrel during the tize whea the program provided frz hy the
Emergency Petroleum Allocation Act of 1973, as amenced, or
any similar or successor program, remains in effect, then
the Company may termizmate this Agreemeat upon giving six (§)
months notice in writing to the Commission, such notice to
be given within thirty (30) days of the Commission's having
aotilied the Company of anticipated or actual Canadian
governmental action causing such level to drop below $4
(Canadian), and, provided furcther, that the Commissicm shall
not be liable for damages to the Cempany in the event of
such termination by the Company”.

Secticn 8. Clause (d) of sectican 10 of the Azree-

zent 1s herady amended by deletizg thersi.ocm the last two

a3



sentences and by izserting in place thereof a new sentence
which shall read in its enmtirety, "The transmission use
charge shall be at the rate of $57,250.00 per month - until
December 31, 1980 and shall he at the rate of $19,083.33
per month from January 1, 1981 to the Termination Date of
the Agreement”,

Section 7. Clause (£) of sectiom 10 of the Agree-
ment is hereby amended by deleting therefrom "For the period
from the Starting Date of the second of the units to be
placed in commercial operaticm until October 31, 1985",
and by inserting in place therecf "From January 1, 1981 to
the Termination Date of the Ag:e;men:" by deletiag therefrcem
"secticn 3(b)" and by inserting in place thereof "section
3(d)"; and by adding the follcwing sentence at the end of
such clause (£f) which sentence shall read in its entirety,
"Should cne of the £irst two units be taken out of service
for the purpose of ccaverting such uwait to bura coal,
the charges under clause (a) shall be calculated cp the
basis of the capital costs of such first two units at
the time such unit is taken cut of service, or shall be
calculatad on such other basis as the parties may matually
agree”, :

Section 8. Clause (g) of section 10 of the
Agreeuent is heraby deleted in its emtirety.

Section 3. Clause (h) of sectiom 10 of the
Agreement is hersby amended by redesignacting such clause

as clause "(g)"; and subclause (ii) of such clause (h) is

/
-~



hereby amended to read in its entirety "(ii) "Plant" shall
be the facilities in which the Gross Capital Investment
has been made, but should ocne of the first two units be
taken cut of service for the purpese of convertizng such
unit te burn cecal, the Gross Capital Investment shall be
the capital costs of such fizst two units at the cize such
unit is taken ocut of service or shall be calculated eon
such other basis as the parties may sutually agree".

Section 10. Clause (c) of section 13 of the
Agreezent is hersby amended by deleting thereircm "In the
event that the thizd unit is placed ia commercial coperation
pricr to Decexzbex 1, 1979"; by capitalizing the letter "£"
in the word "for" immediately following such deleted language;
and by deleting thereifzom "all three units" and by inserzting
in place thereof "those units in which the Company is pa=-
ticipating puzsuant to secticn 3(d)".

"IN WIINESS WHEREOF the pazties have caused this
Acencdzent to the Unit Participaticn Agreement to be executed
in duplicate by their respective officers thereunto duly
authorized, and their corporate seals affixed, as of the
fi-st date herein above written.

THE NEW BRUNSWICX ELZCTRIC
PCWER COMMISSICN

Z0- o bl //’Kw/g/{é//— I
Nicoess o = Shalm@n—— —
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MAINE EIZCTRIC PCWER COMPANY,
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(Exhibit C - 2)

SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549
FORM 10-Q

Quarterly report under Sectiom 13 or 15(d) of the
Securities Exchange Act of 1924

For Quarter Ended March 31, 1981 Commission file number 1-5139

CENTRAL MAINE POWER COMPANY
(Exact name of registrant as specified in its charter)

Incorporated in Maine 01-0042740
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

Edison Drive; Augusta, Maine 04336
(Address of principal executive offices) (Zip Code)

Registrant's telephone number including area code 207-623-3521

Indicate by check mark whether the registrant (1) has filed all
reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the registrant was required to file such reports),
and (2) has been subject to the filing requirements for at least the

past 90 days.
Yes \/ No

Indicate the number of shares ov.standing of each of the issuer's
classes of Common Stocl. as of ‘ue close of the latest practicable
date.

Shares Nutstanding
Class as of April 30, 1981

Common Stock 14,032,609



PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

Central Maine Power Company

STATEMENT OF EARNINGS
(Unaudited)

(Dollars in Thousands Except Per Share Amounts)

For the Three Months
Ended March 31,

1981
ELECTRIC OPERATING REVENUES $95,575
OPERATING EXPENSES
Fuel Used for Company Generation 30,052
Purchased Power
Fuel 16,350
Other 6,279
Other Operation 33,177
Maintenance 3,890
Depreciation 5,605
Taxes
Federal and State Income (Note 2) 4,722
Local Property a.4 Othker 2,641
80,716
EQUITY IN EARNINGS OF ASSOCIATED
COMPANIES 840
OPERATING INCOME 15,699
OTHER INCOME (EXPENSE)
Allowance for Other Funds Used
During Construction 2,078
Other, Net 64
INCOME BEFORE INTEREST CHARGES 17,841
INTEREST CHARGES
Long-Term Debt 5,716
Other 3,988
Allowance for Borros *d Funds Used
During Construction 1,698)
8,00¢
NET INCOME 9,835
Dividends on Preferred Stock 1,865
EARNINGS APPLICABLE TO COMMON STOCK $ 7,970
WEIGHTED AVERAGE NUMBER OF SHARES
OF COMMON STOCK OUTSTANDING 13,964,799
EARNINGS PER SHARE OF COMMON STOCK $ K. |
DIVIDENDS PER SHARE OF COMMON STOCK $ .43

The accompanying notes are an integral part of these financial statements.
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1930

$101,165

23,732

33,267
8,249
9,745
2,801
5,223

3,570
2,412

88,999

739
12,905

310
68

13,283

5,681
1,970

(2,175)
5,476

7,807
1,141

5__6,666
12,084,453

$ .55

$ .41



Central Maine Power Company

BALANCE SHEET
(Dollars in Thousands)

March 31, December 31,
1981 1980
(Unaudited)
ASSETS
ELECTRIC PROPERTY, at Originz® “ost $694,779 $689,521
Less: Accumulated Depreciatioun 203,461 198,249
491,318 491,272
Construction Work im Progress
Jointly-Owned Projects 123,037 113,466
Company Projects 23,784 21,058
166,521 134,524
638,139 625,796
INVESTMENTS IN ASSOCIATED COMPANIES,
at Equity 39,733 38,370
Net Electric Property and"
Investments in Associated
Companies 677,892 664,166

CURRENT ASSETS
Cash 2,704 1,862
Accounts Receivable, Less Allowances
for Uncollectible Accounts of 5575
in 1981 and in 1980

Service - Billed 34,695 31,346

- Unbilled 32,174 41,701

Other 10,903 13,509
Inventories, at Average Cost

Fuel 0il 24,735 13,155

Materials and Supplies 11,173 10,819

Prepayments and Other Current Assets 2,282 3,929

Total Current Assets 118,666 122,321

DEFERRED CHARGES AND OTHER ASSETS 8,228 8,554

$804,736 $795,041

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



Central Maine Power Company

BALANCE SHEET
(Dollars in Thousands)

March 31, December 31,

1981 1980

(Unaudited)
STOCKHOLDERS' INVESTMENT AND LIABILITIES
CAPITALIZATICN
Common Stock Investment $237,878 , $235,711
Preferred Stock 911 35,311
Redeemable Preferred Stock 58,305 58,305
Long-Term Debt 264,008 273,219
Total Capitalization 595,762 602,806
CURRENT LIABILITIES
Interim Financing 95,182 72,131
Other Current Liabilities -

Sinking Fund Requirements 423 394
Accounts Payable 20,639 42,824

Dividends Payable : 6,007 -
Accrued Interest 7,756 6,519
Accrued Income Taxes 2,137 1,766
Other 4,794 3,651
A 41,756 55,154
Total Current Liabilities 136,938 127,285

COMMITMENTS AND CONTINGENCIES (Note 4)

RESERVES AND DEFERRED CREDITS

Accumulated Deferred Income Taxes 33,910 32,708
Unamortized Investment Tax Credits 33,661 30,644
Other 4,515 1,598

Total Reserves and Deferred
Credits 72,086 64,950
$804,786 $795,041

The accompanying notes are an integral part ot these financial statements.



Central Maine Power Company

STATEMENT OF SOURCES OF FUNDS FOR CONSTRUCTION
. (Unaudited)
(Dollars in Thousands)

For the Three Months
Ended March 31,

1981 1980
FUNDS PROVIDED
Internal Socurces
From operations
Net income $ 9,835 s 7,807
Depreciation 5,605 5,223
Deferred income taxes and
investment tax credit, net 4,141 3,069
Allowance for other funds
used during construction (2,078) 310)
17,503 15,789
Less:
Sinking fund requirements of
long-term debt and preferred
stock 179 599
Dividends declared 7,872 6,097
Other, net (2,152) (597)
5,899 3,099
(Increase) decrease in working
capital, exclusive of interim
financing and sinking fund
‘ requirements
"1sh and receivables 7,942 (31,530)
Jther current assets (4,287) 455
c.ner current liabilities (13,427) 16,327
9,772) (14,748)
Internal Sources, Net 1,832 35,058)
External Sources
Common Stock 214 189
Long-term debt 16,500
Revolving Credit Agreement (9,000) -
Increase in short-term borrowings 23,051 4,320
External Sources, Net 14,265 21,009
$16,097 $ 15,951
FUNDS USED FOR CONSTRUCTION
Jointly-owned projects $ 9,423 $ 5,611
Other construction and plant
additions 8,752 10,650
Allowance for other funds used
during construction (2,078) (310)
$16,097 $ 15,951
‘ The accompanying notes are an integral part of these financial statements.
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Central Maine Power Company

Notes to Financial Statements

Summary of Significant Accounting Policies

Certain information in footnote disclosures normally included in
financial statements prepared in accordance with generally accepted
accounting princip.es have been condensed or omitted in this Form
10-Q pursuant to the rules and regulations of the Securities and
Exchange Commission. However, the disclosures herein, when read
with the annual report for 1980 filed on Form 10-K, are adequate
to make the information presented not misleading.

The Company's significant accounting policies are containe’ in
Note 1 t¢ the financial statements in the Company's Form 10-K for
1980. For interim accounting periods the policies are the same.
However, the Company considers each interim period as an integral
part of the entire year and allocates certain revenues and expenses
to the interim period on the basis of estimates of such revenues
and expenses on an annual basis.

Income Taxes

The components of Federal and state income taxes reflected in the
Statement of Earnings are as follows:

For the Three Months
Ended March 31,
1981 1980
(Dollars in Thousands)

Federal:
Current ) 50 $§ 138
Deferred 1,135 1,197
Investment tax credit, net 3,017 1,873
4,202 3,208

State:
Current 531 363
Deferred (11) (1)
520 362
Total Federal and state

income taxes $4,722 $3,570

1*3



. Central Maine Power Company

Notes to Financial Statemen.s

b Income Taxes (continued)

The following table reconciles the statutory Federal income tax
rate to a rate determined by dividing the total Federal income
tax expense by income before that expense.

For the Three Months Ended
March 31, 1981 March 31, 1980
Amount % Amount %
(Dollars in Thousands)

Statutory Federal income tax

rate $ 6,457 46.0 % §$ 5,067 46.0 %
Permanent reductions in tax

expense resulting from stat-

utory exclusions from tax-

able income (1,437) (10.2) (680) (6.2)
Effect of timing differences

for which deferred taxes are

‘ not recorded (flow-through) (818) (5.9) (1,179) (10.7)
Calculated rate $4,202 29.9% $ 3,208 29.1%

3. Financings

On April 15, 1981 the Company publicly solicited to sell $45 mil-
lion of its General and Refunding Mortgage Bonds, Series D 16 1/8%
Due 1991. The sale of $36.5 million was completed April 23, 1981
and the balance of $8.5 million was contracted by certain institu-
tions under Delayed Delivery Contracts with delivery anticipated on
or before October 15, 1981. Proceeds from the sale of these bonds
will be used to reduce short-term debt and bank borrowings incur-
red in connecticn with the Company's construction program.

4. Contingencies

There have been no significant changes in the commitments and con-
tingencies reported in the Company's 10-K report for the vyear
ended December 31, 1980 except as discussed in "Part II, Item 5 -
Other Information".




Central Maine Power Company

Item 2. Management's Discussion and Analysis of Financial Condition and
Results of Operations

Operating Results

Electric Oper.ting Revenues decreased $5.6 million during the first
quarter of 1981. The primary reason for che decrease was a $10.6 mil-
lion reduction in fuel revenues resulting from the fact that the Maine
Yankee nuclear facility was down for refueling from January 11, 1980 to
March 15, 1980 and that it operated at record levels in the first quart-
er of 1981. The next refueling is scheduled during the second quarter
of 1981. Since money collected from customers through the fuel used
for generation charge is a 100 percent non-profit pass-through, increas-
ed or decreased revenues from fuel do not effect net earnings. Operat-
ing Revenues also include a 2.5% increase in KWH sales and three months
effect of a $16.2 million rate increase implemented in November 1980.

Lower purchased power capacity costs result from a decrease in the Com-
pany's share of base load power received from a Canadian electric
system (41.1 megawatts to 7.8 megawatts effective January 1, 1981).
Other operation included higher wages and costs of material and supplies
while maintenance expenditures increased at the Company's steam gene-
rating plants.

Interest charges reflect greater borrowings to finance higher invest~-
ments in plant under construction and working capital requirements,
primarily for fuel costs. Larger allowance for funds used during con-
struction (AFC) results from the Company's growing investment in pro-
jects under construction, principally its share of jointly-owned nuclear
generating plants.

The current period also includes the effects of the issuance of 250
thousand shares of Preferred Stock 11.75% Series in July 1980 and 1.6
million shares of common stock in November 1980.

Financial Condition

During the first quarter of 1981, funds from operations (principally
net income, depreciation and deferred taxes net of AFC) amounted to
approximately $17.5 million. Of these fuads, $7.9 million were used
to provide for dividends on preferred and common stocks. These sources
of funds were further reduced by an increase in working capital require-
ments of $9.8 million dollars (exclusive of short-term borrowings and
the current portion of long-term debt). The net funds available from
internal sources were $1.8 million. Funds Used for Construction amount-
ed to $16.1 million (net of $2.1 million of allowance for equity funds
used during construction). The Company funded $14.3 million or the
remaining amount of these requirements from increased short-term borrow-
ings. (See footnote 3 of the notes to financial statements for infor-
mation relative to a long-term debt financing in April.)

LS



Central Maine Power Company

Item 2. Management's Discussion and Analysis of Financial Condition and

Results of Operations (contd)

Annual earnings levels are expected to increase somewhat in 1981 over
1980 as a result of the November 1980 rate increase, a colder than
normal 1980-81 winter and a planned expansion by a major indvstrial
customer, but it is anticipated that the Company will earn beiow its
allowed return on equity. As a result of this and continuing inflat-
ionary pressures, the Company intends to file for additional rate
relief during this year.
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[tem 5. Other Information

Lonstruction Program

The utility responsible for the construction of the Seabrook
Public Service Company of New Hampshire ("PSNH"), has recently
revisions to its estimated construction budget and scheduled
tion dates, which increased the Company's share of the total
construction costs of the Seabrook units by approximately $16,0(
(excluding AFC) and deferred the completion dates of the units from
1983-1985 to 1984-1986.

\ N

The Company's estimated construction costs have been further increased
by its recent decision to increase the size of its Brunswick-Topsham
hydroelectric project. The Company estimates that this will raise
the total capital expenditures for the 1981-1985 period by $5,100,000
(excluding AFC).

Seabruuk

On April 2, 1981, PSNH filed with tne New Hampshire Public Utilities
Commission ("NHPUC") a request for permanent rates designed to increase
annual revenues by approximately $§34,900,000 together with a request
for temporary rates at the increased level to be effective at the
earliest possible date. On May 1, 1981, the NHPUC grante: PSNH tempor-
ary rates (to be collected subject to refund) design'd to in ceace
annual revenues by approximately $17,400,000, elfecti.= immediately.
PSNH has estimated that the additional revenues providec by the tempor-
ary rates will enable it to issue somewhat less than the $50,000,000 of
mortgage bonds planned for the fourth quarter of 1981 un.ess the NHPUC
grants increases permanent rites, and has stated that it considers its
to issue mortgage bonds in adequate amounts ard in a timely
to be an essential part of its financing program

ousthern Maine Properties of PSNH

On March 30, 1981, the Company entered into a preliminary agreement,
subject to the receipt of regulatory approvals, for the purchase by
the Company of certain electric distribution and supporting transmission
facilities of PSNH located in Kittery and other southern Maine towns

+

for an anticipated purchase price of approximately $3,000,000.
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PROSPECTUS
£45.000,000

Central Maine Power Company

General and Refunding Mortgage Bonds
Series D 163% Due 1991

Interest on the Series D Bonds is payable on November 1, 1981 and semi-annually thereafter on
ch Mayv 1 and November 1. The Series D Bonds are redeemable at any time at the option of the
mpany at the prices set forth under “Description of Bonds — Series D Bonds™ herein, except that

] r to May 1, 1956, the Series D Bonds are not refundable at an interest cost less than 1614% per
annum. The Series D Bonds are to be issued under and secured by a General and Refunding Mort

Indenture which is subject to the prior lien of the Company’s First and General Mortgag:
So long as the Series D Bonds are outstanding, the Company may not issue “urther First and General
Mortgage Bonds. See “Des ription of Bonds”

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE

PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Underwriting
Priee to Discounts and Proceeds to
Publie(1) Commissions (2) Company(3)

Per Bond 100,004 75 99 25

lotal $45.000,000 8337504 $44 662,500

Plus acerued interest, if any, from the date of issue
2) The Company has agreed to indemnify the several Underwriters against certan
including liabilities under the Securities Act of 1933

Before deduetion of expenses payable by the Company, estimated at $120,00¢

The Series DD Bonds are offered by the several Underwriters when, as and if issued by the Com
pany and accepted by the Underwriters and subject to their right to reject orders in whole or in
part. The Series I Bonds are also being offered to certain institutions by the Company through the
several Underwri‘ers pursuant to Delayed Delivery Contracts. See “Delayed Delivery Arrang:
ments”. It is expected that delivery of the Series D Bonds purchased from the several Underwriters
will be made at the office of Kidder, Peabody & Co. Incorporated, 10 Hanover Square, New York, New
York 10005, on or about April 23, 1981 and that delivery of the Series D Bonds nurchased from the
Company pursuant to Delayed Delivery Contracts will be made on or before Octol» r 15, 1981

Kidder, Peabody & Co. LLehman Brothers Kuhn Loeb

Incorporated Incorporated
The date of this Prospectus is April 15, 1981




IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF
THE COMPANY'S KONDS, INCLUDING THE BONDS OFFERED HEREBY, AT LEVELS
ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

AVAILABLE INFORMATION

Central Maine Power Company (the “Company”) is subject to the informational requirements of
the Securities Exchange Act of 1934 (the “Exchange Aet”) and in accordance therewith files reports
and other information with the Seecurities and Exchange Commission (the “Commission”). Informa-
tion for the year 1979 and prior years concerning directors and officers of the Company, remuneration
and any material interests of such persons in transactions with the Company, is disclosed in proxy
statements distributed to shareholders of the Company and filed with the Commission. Such reports,
proxy statements and other information can be inspected and copied at the office of the Commission
at Room 6101 at 1100 L Street, N.'W., Washington, D.C. 20549 and at the Commission’s regional offices
at Room 1228, Everett McKinley Dirksen Building, 219 South Dearborn Street, Chicago, Ill. 60604
Room 1100, Federal Building, 26 Federal Plaza, New York, N.Y. 10007; and Suite 1710, Tishman
Building, 10960 Wilshire Boulevard, Los Angeles, Calif. 90024; and copies of such material can be
obtained from the Public Reference Section of the Commission, 500 North Capitol Street, Washington,
D.C. 20549, ai prescribed rates. Certain securities of the Company are listed on the New York Stock
Exchange, where reports, proxy statements and other information concerning the Company can also
be inspected.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents heretofore filed with the Commission are hereby incorporated in this
Prospectus by reference:

1. The Company's Annual Report on Form 10-K for the year ended December 31, 1980.

2. The Company’s definitive proxy statement dated April 19, 1980 in connection with its Annual
Meeting of Stockholders held on May 15, 1980

All documents filed by the Company with the Commission pursuant to Section 13, 14 or 15(d) of
the Exchange Act after the date of this Prospectus and prior to the termination of this offering of
the Series D Bonds shall be deemed to be incorporated in this Prospectus by reference and to be a part
hereof from the date of filing of such documents.

The Company hereby undertakes to provide without charge to each person to whom a copy
of this Prospectus has been delivered, on the written request of any such persou, a copy of any
or all of the documents referred to above which have beca or may be incorporated in this
Prospectus by reference, other than exhibits to such documents. Written requests for such
copies should be directed to William M. Finn, Assistant Secretary, Central Maine Power Com-
pany, Edison Drive, Augusta, Maine 04336.



THE ISSUE IN BRIEF
The following is @ summary of certain pertinent facts, and s qualified in its entirety by de-
tailed information and financial statements appearing elsewhere in this Prospectus and in the
documents and information incorporated by reference in this Prospectus.

THE OFFERING

Securities Offered $45.000,000 General and Refunding Mortgage
Bonds, Series D 1615% Due 1991

Interest Payment Dates May 1 and November 1 (commencing Novem-
ber 1, 1981)

Redemption Restriction Series D Bonds are not refundable for five
years at an interest cost of less than 1614%

Use of Proceeds . To reduce short-term debt and bank borrow-

ings incurred in connection with the Com-
pany's construction program

THE COMPANY
Business and Service Area Largest electric utility in Maine serving ap-
proximately 380,000 customers in southern
and central portions of Maine. Population
of service area estimated at 800,000 (ap-
proximately 70% of the state’s population)

1980 Energy Sources Nuclear 30%; Hydro 15%; Oil 23%; Pur-
chased (principally from oil-fired sources)
32%

Estimated 1981-1985 Construction Expenditures $523.4 million (see “Use of Proceeds and Con-
struction Program”)

FINANCIAL INFORMATION

(dollars in thousands)
12 Months Ended
February 28, December 31, December 31,
1981 1980 1979
Income Summary: (unaudited)
Electric Operating Revenues $335,674 $335,265 $271,764
Operati 7 Income 49 408 47,331 48,230
Net Income 27,865 26,427 29 643
Ratio of Earnings to Fixed Charges — Actual 2.08 2.07 2.79
Pro Forma® 1.79

® Assumes the issuance of the Series D Bonds and the use of the proceeds therefrom and from
presently anticipated financings during 1981 to reduce short-term debt and bank borrowings.
February 28, 1981 (unaudited)

Capitalization Summary: Actual As Adjusted®
Long-Term Debt $264,126 44.1% $309,126 48.0%
Preferred Stock 35,571 6.0 35,571 5.5
Sinking Fund Preferred Stock 58,305 9.7 58,305 9.1
Common Stock Investment 240,758 402 240,758 374

Total 8598760 100.0% $643,760 100.0%

Short-Term Debt $ 92,321 $ 47,779°

Long-Term Debt Currently Maturing $ 5971 $ 5971

®* Adjusted for the issuance of the Series D Bonds.
** Assumes net proceeds from the issuance of the Series D Bonds of $44,542,500.
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THE COMPANY
The Company, a Maine corporation organized in 1905, is an electrie utility engaged in the genera-
tion, purchase, transmission, distribution and sale of electric energy in the southern and central part
of Maine. It has its principal executive offices at Edison Drive, Augusta, Maine 04336, and its tele-
phone number is (207) 623-3521.

ENERGY SOURCES AND PROPERTIES

The Company is a member of the New England Power Pool (“NEPOOL”), and the Company's
eleetric properties are interconnected with the systems of other NEPOOL members. SNEPOOL pro-
vides for coordinated planning of future tacilities and operation of 98% of existing ge... rating capacity
in New England and of related transmission facilities. The Company’s system is also connected with
the system of The New Brunswick Electric Power Commission, Canada (the “Commission”). The
(‘ompany i8 currently negotiating for the purchase of 100 MW of power from the Commissiea’s Point
Lepreau nuclear plant, commencing with operation of the plant now schedulea for the spring of
1982, although no contractual commitments for such purchase have been reached.

The maximum one-hour firm system net peak load experienced by the Company was approximately
1,212 MW on January 12, 1981. As of that date the Company’s net capability was 1,490 MW,
including 14 MW of purchases, At the time of the Company’s 1980-81 peak, NEPOOL had 21,372 MW
of installed capacity to meet its peak load of 15,518 MW. As a NEPOOL member, the Company is
required to maintain its share of an excess capacity reserve of 19%:. The Company currently has a
capacity reserve of 23%.

The Company's 1980 energy sources were: Nuclear 30%, Hydro 15%, Oil 23% and Purchased
326 . The Company’s 1981 estimated energy sources are: Nuclear 32%, Hydro 18%, Oil 29¢, and
Purehased 219¢. Purchased power comes prineipally from oil-fired sources.

The mix of the Company’s energy sources for a particular year will generally vary from that
available from the Company’s electric generating properties. The principal reasons for such vari.-
tions are the central dispatch by NEPOOL of the region’s most economical generating facilities, the
temporary shutdown of generating facilities for refueling, maintenance or modification and fluctua-
tions in the amount of water run-off for hydro generation.

The following table lists the Company’s electric generating properties:

Company's Share

of Capacity (MW)

Date of Percentage (Company’s Ownership

Energy First Commercial of Interest

Unit Souree Operation Capacity Indicated in Parenthesis)
Maine Yankee Nuclear 1973 ) 3109 ( 38.0%)
Connecticut Yankee Nuclear 1968 ( 2% 6 348( 60%)
Vermont Yankee Nuclear 1972 { Y 19.0 ( 4.0%)
Yankee Atomic Nuclear 1961 ) 167 ( 9.5%)
22 Hydro Stations Hydro 1901 - 56 20.3% 300.2 (100.0% )
Wyman Station Oil 1957 - 78 5936 ( * )
Mason Station 0il*® 1941 - 55 H3.8% 153.6 (100.0% )
Internal Combustion Oil 1940 - 70 47.2 (100.0%)

100.0% 1476.0

*Three of the four Wyman units (2295 MW ) are 1009 owned by the Company; the Company owns
59.15% of the fourth unit (364.1 MW).
**The Company currently intends to convert three of the five Mason units (1089 MW) to coal-fired
units by some time in 1984
4



During 1980, the Company’s average fuel cost per kilowatt-hour was $.043725 for oil-fired power
from Company-owned plants and $.006248 for nuclear power.

o RATES

On February 1, 1980, the Company filed with the Maine Public Utilities Commission (the “PUC™)
an application for a $35,000,000 increase in annual revenues, subsequently adjusted to $36,859,000.
On October 31, 1980, the PUC authorized the Company to file retail rates designed to inerease annual
gross revenues by approxin.ately $16,185,000 (including an attrition adjustment of $2 300,000). Such
rates are based upon an allowed overall return of 10.78%, including a return of 13.75¢ on common
equity. The new rates were implemented for kilowatt-hour sales on and after November 1.3, 1980.
The Company’s prior rate decision in October, 1978 had allowed an overall return of 9.48%, including
a return of 12.50% on common equity.

The Company intends to file an application for additional rate relief in 1981,

Regulations adopted by the PUC pursuant to a 1978 Maine statute allow the Company to recover
currently the cost of fuel consumed in the Company’s generating stations and the fuel component of
purchased power by the application of a single uniform rate in the monthly bills to the Company’s
retail customers. The single uniform rate is based upon the Company’s projected cost of fuel and the
fuel eomponent of purchased power for a 12-month forward-looking period and must be approved hy
the PUC after public notice and hearings. At intervals of not less than 90 days the Company may
request changes in the uniform rate to reflect actual experiences as well as new projections of costs.
Over- or vnder-collections as well as an amount for the actual cost of short-term borrowings used to
finance the unbilled balances are ineluded in the computation of the fuel amounts to be recovered
during the succeeding fuel adjustment period.

USE OF PROCEEDS AND CONSTRUCTION PROGRAM

The proceeds from the salc of the Series D Bonds will be applied to the payment of a portion of
outstanding short-term borrowings and bank borrowings under a revolving eredit and term loan
agreement, which together amounted to approximately $84,800,000 on April 14, 1981 and are ex-
pected to approximate $93,000,000 on April 23, 1981, the date the Series D Bonds (other than those
to be delivered pursuant to Delayed Delivery Contracts) are expected to be issued. See “Delayed
Delivery Arrangements”. These borrowings were incurred primarily in connection with the Company’s
continuing construction program.

During the five-vear period ended December 31, 1980, the Company's construction expenditures
amounted to $339,784,000 (including investment in jointly-owned projects), not including allowance
for funds used during construction (“AFC”) of $41,330,000. Plant retirements during the period
amounted to $21,746,000. The Company’s construction program for the period 1981 through 1985,
shown below, is currently estimated at approximately $523,400,000 (not including AFC estimated at
$147,500,000, but including estimates for nuclear fuel costs of $22,100,000 where applicable). The
Company estimates that construction expenditures for each of the years 1981 through 1985 will be
approximately $86,800,000, $140,500,000, 95,500,000, $89,300,000 and $111,300,000, respectively.

5



Total

Type of Facilities 1981 1982-85 1981.85
o T (Millions of Dollars)
Generation
Central Maine Power Company Projects
Brunswick-Topsham (Hydro) $10.5 $ 60 $ 165
Sears Island (Coal) 12 355 36.7
Mason Station (Conversion to Coal) 48 43.0 478
Projects Sponsored by Others
Seabrook Nos. 1 & 2 (Nuclear) 321 84.1 1162
Millstone No. 3 (Nuclear) 50 23.6 28.6
Pilgrim No. 2 (Nuclear) 8 21.0 218
Transmission 24 369 39.3
Distribution 19.9 104 4 1243
Other Capital Projects (including small hydro projects) 10.1 82.1 922

$86.8 $436.6 $5234

——————
————————

The above estimated expenditures for major jointly-owned generating facilities are based upon
the latest information furnished by the sponsoring utility.

Based v ‘he Company’s estimate of the average annual compound growth rate in the Com-
pany’s peak :apacity requirements for the years 1981 through 1990 of approximately 2.1% and antici-
pated growth rates throughout New England, the Company believes that its generating capacity,
including and assuming timely additions to generation to be provided by certain of the jointly-owned
projects deseribed below, coupled with power purchased from other utilities with excess eapacity,
will be sufficient to meet such requirements and the Company’s reserve obligations to the New England
Power Pool through the 1980’s.

In 1980 interna! sources of funds provided approximately 209 of the Company's total construe-
tion requirements with tie remainder provided by external sources. The Company estimates that
approximately 32% of the Company’s total construction requirements will be financed by internal
sources in 1981. In addition to the sale of the Series D Bonds, the Company currently plans further
sales of approximately $45,000,000 of long-term debt and 2,000,000 shares of common stock in 1981
However, the nature and timing of future financing will be determined in light of future market con-
ditions, earnings and other relevant factors. The continuation of the Company’s 1981.85 construction
program at planned levels depends upon the Company’s obtaining timely and adequate rate relief
and its ability to finance a substantial portion of the program from external sources. In addition
to funds required to finance its construction program, funds aggregating $64,673,000 must be pro-
vided for sinking fund requirements and debt maturities during the pericd 19%1-1985.

The Company's actual expenditures through December 31, 1980 and estimated expenditures for
jointly-owned generating facilities (excluding AFC which will be substantial but ineluding nuelear
fuel costs wherever applicable) are set forth in the following table:

6



Company's Share

= e =
Date of Estimated
Energy Commerciai of T Construction

2 Source Operation(1) Capuity 31, 1980(1) Costs(l)
(thousands)  (thousands)

Seabrook Nos. 1 and 2(2) Nuclear  1984.1986 2,300 139 (6.04%) $58,633  $166,000
Pilgrim No. 2 Nuclear (3) 1,150 33 (285%) 8,999 (3)

Millstone No. 3 Nuclear 1986 1,150 29 (250%) 1859 49,100
Sears Island(4) Coal 1989 568 341 (60.0%)(4) 6975 475,100

——— —

(n

The completion dates of these units have been deferred from time to time and additional deferrals
may oceur. Deferrals significantly increase the cost of a unit.

Estimated construction expenditures are based upon information furnished by the utility respon-
sible for the construciion of the unit and are continuously under review in light of deferrals,
delays, and other factors.

Due to the time required for the consiruction of generating facilities and the completion of li-
censing and regulatory proceedings relating thereto, substantial investments in the above units
will be required prior to the completion of licensing and regulatory proceedings. There is no
assurance that all necessary approvals, permits or licenses will be obtained, or if obtained, will
not be modified or revoked or that the units will be completed.

As of December 31, 1950, the Company had a 5.04178% interest in Seabrook. An adjustment of
the ownership interests in the units commencing January 31, 1981 will ultimately result in a
6.04178< ovmership interest for the Company. Although the necessary approvals and permits for
construction . he Seabrook urits have been obtained and upheld on appeal by a nu.nber of appo-
sition groups, such opposition has resulted in significant construction delays. One appeal from
federal regulatory approvals is pending and a further limited evidentiary hearing on the seismic
issue has been ordered by the Nuclear Regnlatory Commission; licensing proceedings will be nee-
essary before operation; and further appeals and proceedings are possible. Construetion is cur-
rently in progress, although at a reduced level from that originally scheduled for 1981. The
utility responsible for construction of Seabrook, Public Service Company of New Hampshire
(“PSNH"), has recently released revisions to its estimated construction budget and scheduled
completion dates to give effect to the reduced level of construction and other factors. Such
revisions, which are reflected in the table shown above, increased the Company’s share of the total
estimated construction costs of th: Seabrook units by approximately $16,000,000 (excluding AFC)
and deferred the completion dates of the units from 1983-1985 to 1984-1986.

PSNH, experiencing difficulties in financing its 50% share of the units, is currently selling a
6 interest in the units to certain New England utilities (ineluding the 1% interest being sold
to the Company as deseribed ab..e' and intends to sell a further 9% interest pending receipt
of certain regulatory approvals ana financing by certain other vtilities. One of such other utili-
ties, Massachusetts Municipal Wholesale Electric Company (“MMWEC”), has obtained regula-
tory approval and has informed F3NH that it expects to complete its initial financing prior to
June 30, 1981 at which time the adjustment period for MMWEC’s purchase of an additional 6%
interest will commence. PSNH has stated that it plans to resume full construction when
MMWEC’s initia! financing has been completed. On April 2, 1981, PSNH filed a request for tem-
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porary rate relief to be effective at the earliest possible date. PSNH has stated that in  rder to

obtain sufficient revenues to ensure that the earnings coverage tesi applicable to the issuance of
bonds under its mortgage bond inde are would be satisfied in connection with a planned issu-
ance of bonds in the fourth quarter of 1981, it will be necessary for a substantial portion of the
rates requested to become effective during the second quarter. PSNH has further stated that if
adequate and timely temporary rates are not granted or if PSNH’s interest in the Seabrook
projeet is not reduced to 35%, PSNH may be unable 1o obtain the external financing necessary
to finance its ownership interest in the Seabrook project.

(3} Boston Edison Company, the utility responsible for construction oi Pilgrim No. 2, has announced
that due to the time required for the construetion of the unit and completion of licensing and
requlatory proceedings and the greatly increasing construction costs no firm date ean be estab-
lished for the commencement of eonstruction or commnercial operation of the anit. As a result,
estimates of construction expenditures, financing and scheduling are no longer realistic. Boston
Edison Company has also stated that when a more definitive schedule is set for the granting of a
eonstruction permit, it will be able to develop revised cost estimates and review the feasibility of
the project and decide whether to eancel or continue construetion of the project. At present, pro-
curement commitments for the project are being deferred.

(4) On December 31, 1979 the Maine Public Utilities Commission (the “PUC") denied the Com-
pany's application for a certificate of public convenience and necessity for the Sears Island coal-
fired plant on the basis that the Company’s need for baseload power in 1987 did not justify
construetion of a 568 MW fa ility in which the Company would have an 80 interest. Hearings
before the PUC are in progress on the Company's modified application which includes a redue-
tion in the Company's proposed ownership interest to between 55¢ and 609 and a 1989 date
for commercial operation. The Company will continue to review the proposed schedule for this
plant in light of its capacity requirements and other factors. The amounts shown above with
respect to expenditures through December 31, 1980 are based upon the Company’s present ov - ™
ship interest of approximately 80%, while total estimated construction costs assume a 6. e

ownership interest.

The foregoing introduction to the Company contains only a summary of certain pertinent facts
sad is qualified i its entirety by detailed information and financial statements appearing in the docu-
wents and information incorporated by reference in this Prospectus.

Genezal DESCRIPTION OF BONDS

The Series D Bonds, which will mature May 1, 1991, are to be issued under a Svr-lemental In-
denture to be dated as of April 15, 1981 (tk_ “Supplemental Indenture”) to the General and Refund-
ing Mortgage Indenture dated as of April 15, 1976 as amended and supplemented (the “General
Mortgage”) between the Company and The First National Bank of Boston, Trustee, which provides
for the issuanee of an unlimited amount of bonds under the circumstances mentioned below. The First
National Bank of Boston is the lead parti- ipant under a secured two-year revolving eredit and term
loan agreement of $40,000,000 with the Company and from time to time makes short-term unsecured
loans to the Company. The Company currently has outstanding an aggregate of $100,000,000 prin-
cipal amount of Series A, B and C Bonds under the (Genera! Mortgage.

At December 31, 1980 the Company had outstanding an aggregate of $150,933.000 principal
amount of First and General Mortgage Bonds (the “First Mortgage Bonds”) issued under and se-
cured by its First and General Mortgage dated as of June 1, 1921 between the Company and State
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Street Bank and Trust Company, as successor Trustee, as supplemented and amended (the “First
Mortgage”). The lien of the First Mortgage is prior to the lien of the General Mortgage. So long as
the Series D Bonds or any other Bonds issued under the General Mortgage are outstanding, the Com-
pany may not issue furthor First Mortgage Bonds. The Company has covenanted in the General Mort-
gage to obtain the release and discharge of the First Mortgage as soon as practicable after it satisfies
all of its obligations thereunder including the payment of all outstanding First Mortgaze Bonds.

Because certain provisions of the First Mortgage restricted the issue of additional First Mortgage
Bonds in 8 manner which did not permit financing the Company’s capital requirements and because
such restrictions could not be changed without the unanimous consent of the holders of all First
Mortgage Bonds, the Company created the General Mortgage as its primary long-term debt finaucing
instrument.

A copy of the General Mortgage and all supplemental ir lentures thereto are filed as Exhibits
to the Registration Statement, which Exhitits are incorporated herein by reference. The following
statements relating to the Series D Bonds and the General Mortgage are subjeet to and are qualified
by the detailed provisions of the General Mortgage and the Supplemental Indenture, particalarly the
parts thereof specifically referred to. Terms under this heading which are printed in Initial Capital
letters are defined in the Geueral Mortgage, as amended, and are given such defined meanings when
used under this heading. Copies of the First Mortgage and of the supplemental indeatures and the
directors’ resolutions determining the provisions of the outstanding First Mortgage Bonds are filed
as Exhibits to the Registration Statement, which Exhibits are incorporated herein by reference. The
following statements with respect to the First Mortgage are subject to and are qualified by the de-
tailed provisions of the First Mortgage, particularly the parts thereof specifically referred to. Terms
under this heading which are printed in Italics are defined in the First Mortgage and are given such
defined meanings when used under this heading.

Series D Bonds

Interest on the Series D Bonds will be paid from their date of issue and will he payable semi-
annually on each May 1 and November 1, commencing November 1, 1981, to holders  record on the
preceding April 15 and October 15, respectively. Principal will be payable at the principal corporate
trust office of The First National Bank of Boston, Boston, Massachusetts, and at the prineipal cor-
porate trust office of Manufacturers Hanover Trust Con , .oy, New York, New York. The Series D
Bonds will be issued only in the form of fully registered bonds without coupens, in denominations of
$1,000 and multiples thereof. No charge will be made for any transfer or exchange of Series D Bonds
other than for any tax or other governmental charge required to be paid by the Company.

The Series D Bonds will be redeemable at the option of the Company at any time prior to
maturity, as a whole or in part, upon at least thirty days’ notice, at the applicable Redemption Price,
expressed in percentages of the principal amount, specified below, in each case with accrued and
unpaid interest to the date fixed for redemption.

12 Monthe 12 Months

Period Ended Redemption Period Ended Redemption

. s L. it
1982 116.13% 1987 106,95
1983 114.11 1988 104.04
1984 112,10 1989 102.02
1985 110.08 1990 100.00
1986 108.07 1991 100,00



The Supplemental Indenture provides that no bonds of Series D may be redeemed at the option
of the Company prior to May 1, 1986, directly or indirectly, from the proceeds of or in anticipation of
any refunding operation involving the incurring of debt which has an interest cost to the Company,
computed in accordance with generally accepted financial practice, of less than 1615% per annum.

The Series ) Bonds will also be redeemable from time to time by operation of various provisions
of the General Mortgage at par plus accrued and unpaid interest to the date fixed for redemption.

Security

The Series D Bonds will be secured by the General Mortgage equally and ratably with other bonds
hereiofore and hereafter issued under the General Mortgage, In the opinion of William M. Finn,
Esquire eounsel for the Company, the lien of the General Mortgage constitutes a legal lien on sub.
stantially all the properties and franchises of the Company, whether owned at th> time of the execu-
tion and delivery of the General Mortgage, or acquired therearter, except that ..  nstitutes an equi-
table lien on real property acquired after the recording of the Supplemental Inden ure. The lien of
the General Mortgage is subject only to the prior lien of the First Mortgage, to the Trustee’s prior lien
for compensation and indemnification (Seetion 16.10) and to other Permitted Liens (Section 1.01(ii)).
No additional First Mortgage Bonds may be issued while the Series D Bonds or any other bonds
issued under the General Mortgage are outstanding. Upon the payment in full of all outstanding
First Mortgage Bonds (the latest maturity of which is May 1, 1999) either upon maturity or earlier
redemption, the General Mortgage will become a first lien upon the properties subject thereto, sub-
ject however to Permitted Liens and the prior liens referred to above other than that of the First

Mortgage.

There are excepted from the lien of the General Mortgage, among other things: (1) eash and
securities not deposited with the Trustee, (2) contracts and receivables not assigned to the Trustee,
() electricity, appliances, stock in trade, materials, fuel (including nuclear cores and materials)
and supplies, timber, gas, oil, minerals and other products of land, (4) automotive and eonstruction
equipment, (5) leasehold interests, permits, licenses and similar rights which may not legally be
transferred and (6) property not used for producing or furnishing electricity, gas, water or steam.
Sacurities representing the Company's 38 interest in Maine Yankee Atomic Power Company, which
have not been deposited with the Trustee, have been pledged by the Company to secure its borrow-
ings under a two-year revolving credit and term loan agreement of $40,000,000.

Under the Atomic Energy Act of 1954, ueither the Trustee nor any other transferee of the mort.
gaged properties may operate a nuclear generating station without authorization from the Nuclear
Regulatory Commission. The Trustee and any other transferee may require similar authorization as
to nuclear generating and other properties from state utilities commissions of those states in which the
Company owns properties.

Renewal and Replacement Fund

The maintenance covenant contained in the First Mortgage and describec below will remain in
effect until the First Mortgage is discharged, and upon such discharge the renewal and replacement
fund provisions of the General Mortgage will become effective.
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The First Mortgage provides that the Company will, so long as any First Mortgage Bonds are
outstanding, in each calendar year (a) expend for maintenance and repairs of the mortgaged property,
or (h) deposit in cash with the Trustee on account of maintenance, repairs, renewals and replacements,
or (e) allocate to the same purposes an amount of additional property, the aggregate of which shall
not be less than 15% of the gross operating revenues from the mortgaged property, provided that this
percentage may be redetermined by arbitration at intervals of not less than three vears (but may
not be reduced below 15% of gross operating revenues from the mortgaged property so long as any
First Mortgage Bonds are outstanding). If in any year the total of (a), (b) and (¢) above exceeds
the requirements for that year, the excess may either be credited upon the requirements for the sub-
sequent year or any excess of additional property allocated shall be available for use under the provi-
sions of the First Mortgage (Section 48 of the First Mortgage).

The General Mortgage provides (Section 9.01) that during each calendar vear following the
calendar year in which the First Mortgage is discharged, the Company will, as a renewal and re-
placement fund, (a) deposit with the Trustee a sum of money, and/or (b) alloecate Available Bonds
which have theretofore been paid at maturity, redeemed or acquired by the Company (other than
pursuant to a sinking, purchase, amortization, improvement or other fund, or the renewal and replace-
ment fund, or with eminent domain, release, insurance or certain other moneys deposited with the
Trustee or in connection with a refunding of other bonds), and/or (e¢) allocate an Amount of
Available Additional Property, for each calendar year in an amount equal to 26 of the arithmetical
average of the Company’s gross plant investment in depreciable utility property on the books of the
Company on January 1 and December 31 of the preceding calendar year. The General Morteage also
provides for a pro rata deposit or allocation for any portion of a calendar year preceding any use
or allocation of a Net Amount of Available Additional Property under the General Mortgage of this
renewal and replacement fund or, before the First Mortgage is discharged, of the maintenance fund
under the First Mortgage.

Restrictions on the Payment of Dividends on Common Stock

The Company will eovenant in the Supplemental Indenture (Section 1.03) that so long as any
Series D Bonds are outstanding it will not pay or declare any dividends on its Common Stock (other
than dividends payable in Common Stock) or make any distribution on, or purchase or otherwise
acquire for value, any shares of its Common Stock (such actions being hereinafter referred to as
“dividends on its Common Stock™) in an amount which, together with all other dividends on its Com-
mon Stock declared within the period from January 1, 1981 to and including the date of such dividend
decleration exceeds the sum of $48,000,000, plus, or minus if a deficit, the Net Income Available for
Dividends on Common Stoek for the period from January 1, 1981 to a date not more than 45 davs
prior to the date of such dividend declaration.

Issue of Additional Bonds

Additional bonds may be issued under the General Mortgage, without limit of amount, upon
compliance with the stated conditions of issue, as follows: (i) to the extent of 60% of a Net Amount
of Available Additional Property, (ii) to refund Available First and General Mortgage Bonds, Avail-
able Bonds or Available Underlying Bonds and (iii) against the deposit with the Trustee of an
amount of cash equal to the aggregate principal amount of bonds to be issued (Article V). Money
deposited pursuant to (iii) above may be withdrawn to the extent of 60% of a Net Amount of Avail-
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able Additional Property or to refund Available First and General Mortgage Bonds, Available Bonds
or Available Underlying Bonds (Article V). The Series D Bonds will be issued against $75,000,00.
Net Amount of Available Additional Property. Following the issuance of the Series D Bonds. the
Net Amount of Available Additional Property remaining available for the issuance of bonds or other
action under the General Mortgage will be approximately $64,000,000.

No bonds may be issued under the General Mortgage (except in connection with the refunding of
First Mortgage Bonds, bonds issued under the General Mortgage or Underlying Bonds which, in any
such case mature within two years before or after the date of issue of the bonds to be so issued or which
bear interest at a rate higher than the rate of interest to be borne by the bonds to be so is ued) unless.
for a period of 12 consecutive calendar months during the period of 15 calendar months next preceding
the application for authentication of the bonds to be so issued, the Net Earnings of the Company (not
more than 15% of which may be derived from securities, sources not part of the property mortgaged
under the General Mortgage and mortgaged property leased to others which is not used for utilit ¥ pur-
poses) before income taxes shall have been at least equal to twice the interest for one year upon all
bonds outstanding under the General Mortgage at the date of such authentication ( excluding any
bonds for the retirement of which provision has been made), the bonds to be so issued and all other
indebtedness for money borrowed then secured by a lien equal or superior to the lier of the General
Mortgage (exeluding any such indebtedness the evidence of which is held in any sinking fund or
otherwise by the Trustee or by the trustee or mortgagee under any instrument constituting a lien equal
to or superior to the lien of the General Mortgage, and any such indebtedness for the payment or the
redemption of which the necessary moneys shall have been deposited with the trustee or mortgagee
under the mortgage securing the same). (Sections 1.01(ee) and 5.01(f).) The coverages (based on
bonds outstanding at the end of such periods) computed under the General Mortgage for the vears
1976 through 1980 would have been 284, 3.37, 3.85, 3.70 and 323, respectively.

Release and Substitution of Property

The Gereral Mortgage (Article X) provides that subject to various limitations property may
be released from the lien thereof on a sale or other disposition upon the deposit with the Trustee of
cash, obligations or Additional Property equal to the Current Fair Value of the property released.
Release moneys held by the Trustee may be withdrawn by the Company for or on account of a Net
Amount of Available Additional Property or in conneetion with the payment, redemption or other
discharge of Available Bonds, Available First and General Mortgage Bonds or Available Under-
Iving Bonds.

Modification of Mortgage

The General Mortgage (Section 17.02 ) permits the provisions thereof, and the rights and obli-
gations of the Company and the bondholders, to be modified with the consent of holders of at least
6624% in principal amourt of the bonds then outstanding which would .. :naterially adversely
affected; provided, however that (i) the rights of the holders of one or more series of bonds may not
be affected differently from other series unless consented to in writing by at least 6624 in principal
amount of the bonds of each series so affected, (ii) no modification of the time or terms of payment
of principal, premium or interest un any bonds may be made without the consent of the holder of
each affected bond, (iii) no liens prior to or on a parity with the lien of the General Mortgage (other
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than Permitted Liens) on the mortgaged property may be permitted nor may the percentage of
consents required for modification of the General Mortgage be reduced, without the consent of the
holders of all outstanding bonds and (iv) the Trustee’s rights and obligations may not be changed
without its consent. Certain other modifications of the General Mortgage may be made without the
consent of the holders of outstanding bonds. (Section 17.01.)

Defaults

The General Mortgage (Section 11.01) provides that the following events constitute “events
of default” thereunder: failure to pay the principal of or premium on asy hond when due; failure
for 10 days to pay interest on any bond when due; failure to pay any sin*’ _ fund payment when
due; an event of defanlt beyond any period +f grace under the First Mortgage; the continua-
tion for 30 days after notice to the Company oi ¢ default in the performance of any other General
Mortgage covenant; and certain events of bankrupicy, insolveney or reorgarization. The Company is
required (Section 6.15) to deliver to the Trustee an arnual Officers’ Certificate as to whether or not
any defaults exist under the General Mortgage.

The General Mortgage (Section 11.04) provides that the holders of a majority in prineipal
amount of the bonds outstanding may direct the time, method and place of conducting any pro-
ceeding for the enforeement of remedies contained in the General Mortgage. The Trustee is not
required to advanece or risk its own funds or otherwise incur personal finaneial liability in the per-
formance of any of its duties or the exercise of any of its rights, upon defau't or otherwise, if there
is reasonable ground for believing that the repayment thereof is not reasonably assured to it by the
wenrity afforded to it under the terms of the General Mortgage (Section 16.03), nor is the Trustee
required to exercise any of its trusts or powers at the direction of the bondholders unless such bond-
holders have offered to the Trustee reasonable security or indemnity. (Seetion 16.05(5).)

Certain Defined Terms

Additional Property (Section 1.01(¢)) means any property acquired or constructed by the Com-
pany after May 31, 1970, used or planned to be used in the production or furnishing or both of
clectricity, gas, water or steam in any form and for any purpose ard properly chargeable to the
Company’s plant or plant addition accounts. Additional Property m  include construction work in
progress and interests of the Company in property owned jointly or in common with other parties,
improvements to public ways paid for by the Company although title thereto may not be in the Com-
pany, and movable physical property of the Company situated on land leased by the Company; but
does not include leasehold interests, real estate not owned in fee simple or rights in real estate unless
owned in perpetuity, property excluded from the General Mortgage or property subject to a lien (other
than a Permitted Lien) prior to or on a parity with the iien of the Gen.al Mortgage.

Amount of Additional Property (Section 1.01(e)) means the Cost or Current Fair Value, which-
ever is less, of Additional Property evidenced to the Trustee, less in the case of Additional Property
which was subject to an Underlying Mortgage 166245 of the prinecipal amount of the Underlying
Bonds outstanding at the time of aequisition of such Additional Property.

Amount of Available Additional Property (Section 1.01(e¢)) means the Amount o *4ditional
Property remaining after deducting the Amount of Additional Property (i) eonstructed or acquired
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with certain proceeds of insuranece paid to the Company, (ii) constructed or acquired with the net
Jroceeds received from certain dispositions of property, (iii) allocated to satisfy the Renewal and
Replacement Fund or (iv) allocated or used as a basis of eredit under the First Mortgage or any
Underlying Mortgs ¢: and also after deducting any Excess of Retirements and the Net Amount of
Available Additional Property theretofore used or allocated under the General Mortgag.,

Net Amount of Available Additional Property (Section 1.01(dd)) means the Amount of Avail-
able Additional Property, less, after the discharge of the First Mortgage, the amount of any Excess
of Retirements (being the excess of retirements over the requirements of the renewal and replacement
fund). Prior to the discharge of the First Mortgage, retirements are deducted in computing the
Amount of Available Additional Property.

Underlying Bonds (Section 1.01(qq)) means obligations secured by an Underlying Mortgag,
Seetion 1.01(rr) ), which term ineludes any mortgage other than the First Mortgage and a purc _ase
maoney mortgage existing on Additional Property at the time of its acquisition by the Company whicl
is a Prior Lien, but only if the Cos* or Fair Value, whichever is less, of such property is at least
cqual to 16624 of the prineipa! sviount of the obligations secured by such Underlying Mortgage, all
other Prior Liens on such property except for Permitted Liens have been discharged and the lien of
such T nderlying Mortgage does not constitut a lien on any other property of the Company. The Com-
v, has covenanted not to become liable for any Underlying Bonds if the prineipal amount of all
Underlying Bonds outstanding would thereapon exeeed 25% of the sum of the principal amount of
Ul outstanding First Mortgage Bonds, bon Is issued under the General Mortgage, and Underlving
Bonds (Seetion 6.05(a) ).

LEGAL OPINIONS

The validiiy of the Series D Bonds will be passed upon for the Company by Messrs, Ropes &
tiray, Beston, Massachusetts and by William M. Finn, Esquire, counsel for the ‘ompany, and for
‘he Underwriters by Messrs. Choate, Hall & Stewart, Boston, Massachusetts. Certain matters in-
volving Connecticu” and New Hampshire law will be passed upon for the Company by Messrs. Day,
Berry & Howard, dartford, Connecticut and by Messrs. Sulloway Hollis & Soden, Concord, New
Hampshire, respectively. Messrs. Ropes & Gray and Messrs. Choate, Hall & Stewart may rely upon
the opinions of William M. Finn, Esquire as to all legal conclusions affected by the laws of Maine
(‘neluding the organization and existence of the Company, its title to its properties and the lien of
the General Mortgage), and the opinions of Messrs. Day, Berry & Howard and Messrs. Sulloway
Hollis & Soden as to all legal conclusions affected by the laws of Connectient and New Hampshire,
respectively,

EXPERTS

The statements made under “Description of Bonds — Security” have been reviewed by William M.
Finn, Esquire, counsel for the Company, and are included herein in reliance upon his authority as
an expert.

The financial statements of the Company and of it; affiliates, Maine Yankee Atomic Power Com-
pany and Maine Eleetric Power Compan;, Inc which are incorporated herein by reference to the
Company’s Annual Report on Form 10-K for the vear ended December 31, 1980 have been examined
by Arthur Andersen & Co., independent public accountants, as indicated in their reports with respect
thereto, and are included herein in reliance upon the authority of said firm as experts in accounting
and auditing it giving said reports,
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UNDERWRITING

The names of the several Underwriters and the respective amounts of Series D Bownde ~Xich they
have severally agreed to purchase from the Company, subject to reduction as deseribed under “De-
laved Delivery Arrangements” and subject to the terms and conditions specified in the Underwriting
Agreement filed as an exhibit to the Registration Statement, are as follows:

Name Mll Name A-ouul
Kidder, Peabody & Co. Incorporated $6,500,000 Alex. Brown & Sous 775,000
Lehman Brothers Kuhn Loeb Incorporated 6,500,000 A. G. Edwards & Sons, Inc. 775,000
Bache Halsey Stuart Shields Incorporated 1,200,000 H%ﬂﬂmnu, Estabrook &
The First Boston Corporation 1,200,000 w Tne. 775,000
Bear, Stearns & Co. 1,200,000 Thomson McKianon Securities Ine. 775,000
Blyth Eastman Paine Webbe. “acorporated 1,200,000 Tucker, Anthony & R. L. Day, Ine 775,000
Dillon, Read & Co. Inc. 1,200,000 American Securities Corporation 425,000
Donaldson, Lufkin & Jenrette Securities J. C. Bradford & Co. 425,000
Corporation 1,200,000 Fahnestock & Co. 425,000
Drexel Burnham Lambert Incorporated 1,200,000 Janney Montgomery Seott Ine. 425,000
Goldman, Bachs & Co. 1,200,000 Josephtha! & Co. Incorporated 425,000
E. F. Hutton & Company Ine. 1,200,000 McDonald & Company 425,000
Lazard Freres & Co. 1,200,000 Wm. E. Pollock & Co., Ine 425,000
Mersill Lyneh, Pierce, Fenner & Prescott, Ball & Turben 425,000
Smith Incorporated 1,200,000 The Robinson-Humphrey Company, Inc. 425,000
L. F. Rothschild, Unterberg, Towbin 1,200,000 Burgess & Leith Incorporated 275,000
Salomon Brothers 1,200,000 Elkins & Co. 275,000
Shearson Loeb Rhoades Inc. ‘ 1,200,000 First Albany Corporation 275,000
Hnﬁ:om Harris Upham & Co. oo Freehling & Co. 275,000
Warburg Paribas Becker Incorporated 1,200,000 Hersteld & Btorn 575000
Wertheim & Co.. Ine. 1,200,000 Laidlaw Adams & Peck Inec. 275,000
Dean Witter Reynolds Ine. 1,206,000 Burton J. Vincent, Chesley & Co. ___ 275,000
Advest, Ine. 775,000 Total $43,000,000

The Underwriting Agreement provides that e several Underwriters are required to take and
pay for all of the Series D Bonds offered hereby if any are taken, other than Series D Bonds agreed
to be sold by the Company pursuant to Delayed Delivery Contracts described below. The obligations
of the Underwriters are subject to certain conditions precedent.

The Company has been advised by Kidder, Peabody & Co. Incorporated and Lehman Brothers
Kuhn Loeb Incorporated, as Representatives of the several Underwriters, that the Underwriters
propose to offer the Series D Bonds to the publie initially at the offering price set forth on the cover
page of this Prospectus and to certain dealers at such price less a concession of not more than 40%
of the prinecipal amount, and that the Underwriters and such dealers may reallow a discount of not
more than .25% of the prineipal amount to other dealers. The public offering price and the con-
cessions and discounts to dealers may be changed by the Representatives.
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DELAYED DELIVERY ARRANGEMENTS

The Company has authorized the Underwriters to solicit offers by certain institutions to purchase
Series D Bonds from the Company at the public offering price set forth on the cover page of this
Prospectus pursuant to Delayed Delivery Contracts providing for payment and delivery on or before
October 15, 1981. Each such Delayed Delivery Contract (or the aggregate amount under Delayed
Delivery Contracts with related purchasers) must be for a minimum of $500,000 principal amount
of Series D Bonds, each purchaser must be approved by the Company and the uggregate principal
amount of Series D Bonds covered by such Delayed Delivery Contracts will not exceed $9,000,000,

Institutions with whom Delayed Delivery Contracts may be made inelude commercial and savings
banks, insurance companies, pension funds, investment companies, educational and charitable institu-
tions and such other institutions as may be approved by the Company. The Underwriters will receive
from the Company, at the time of delivery to the Underwriters of the Series I> Bonds to be purchased
by them, a commission of .75% of the aggregate principal amount of the Series D Bonds contracted
to be sold pursuant to such Contracts. Delayed Delivery Contracts will not be subject to any condi-
tions, except that (i) the purchase by an institution of the Series D Bonds covered by its Delayed
Delivery Contract shall not, at the time of delivery thereof, be prohibited under the laws of any jur-
isdietion to which such institution is subjeet, (ii) the sale of the Series D) Bonds to be purchaseq
by Underwriters shall have been esnsummated, (iii) all regulatory approvals required in connection
with the issuance and sale of the Series D Bonds covered by Delayed Delivery Contracts shall remain
in full foree and effect at the time of delivery of such Series D Bonds, and (iv) the legal opinions
deseribed in such Delayed Delivery Contracts as to the validity of such Series D Bonds shall have
been lelivered. The Underwriters will not have any responsibility in respect of the validity or per-
formance of Delayed Delivery Contracts.

The principal amount of Series D Bonds to be purchased by each Underwriter will be propor-
tionately reduced by the amount of Series D Bonds contracted to be sold pursuant to Delayed Delivery
(Contracts, except to the extent that any such Delayed Delivery Contract has been directed and allo-
cated to a particular Underwriter by a purchaser under a Delayed Delivery Contract. The Under-
writers may pay a commission to dealers equal to the concession to dealers set forth above in respect
of Series D Bonds for which Delayed Delivery Contracts directed and allocated to them are arranged
through the Representatives of the Underwriters.

16



No dealer, salesman or other person has
been authorized to give any information or to
make any representaion not contained in this
Prospectus in connection with the offer made
by t* is Prospectus and, if given or made, such
information or representation must not be
velied upon as haviag been authorized by
the Company or by the Underwriters. This
Prospectus does not constitute an offer Ly the
Company or any Underwriter to sell, or a
solicitation of an offer 1o buy, any of these
securities in any jurisdiction to any person to
whom it is unlawful fer the Company or such
Underwriter to make such offer or selicitation
in such jurisdiction. The delivery of this
Prospectus does not imply that the informa-
tion herein is correct as of any time subse-
quent to its date.
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STATE OF MAINE
PUBLIC UTILITIES COMMISSICN

October 31, 1530

ORDER
CENTP AL MAINE POWER COMPANY Docket No. 80-25
Re: Proposed Increase in Rates
CENTRAL MAINE POWER COMPANY Docket No. £0-65

Re: Investigation into Cost of
Service of Customer Classes and
Rate Design

GELDER, Chairman; SMITH and CARRIGAN, Commissioners

PHASE 1. REVENUE REQUIREMENT

PPEARANCES in Phase I of this proceeding are as follows:
Gerald M. Amero, Esquire, Portland, Maine, Seward B.
Brewster, Esquire, Augusta, Maine, James Good, Esquire,
Portland, Maine for Central Maine Power Company; Wavne R.
Crandall, Esquire, Rockland, Maine for Martin Marietta
Corporation; Virginia E. Davis, Esquire, Augusta, Maine for
the Natural Resources Council of Maine; Ms. Ann DeWitt,
Qakland, Maine, Pro Se; Margaret Wells uobbins, Esquire,
New fota New York. Stephen T. Hayes, Esquire, Augusza,
Maine for St. Regis Paper Company; Paul A, Fritzsche,
Esquire, Lewiston, Maine, Harvey Jalgzo, Lsjuire, Boston,
Massachusetts for the Maine Committes for Utilicy Reform
and Bruce Reeves; Mark L. Haley, Esquire, Bath, Maine for
Bath Iron Works Corporation; Mr. Donald W. Hopkins,
Brunswick, Maine for Pejepscot Paper Division of the Hearst
Corporation; Cabinne Howa'd Esquire, Assistant Attorney
General for the Office of Ener gy Resour ces; Stephen A.
Johnson, Esquire ~or the Public Utilities Commission Staff;
Petar L. Murray, Esquire, Portland, Maine for Emil Garrett;
Roger A. Putnam, Esquire, Portland, Maine for Scott Paper
Company; and Frank E. Southard, Jr., Esquire, Augusta,
Maine for Keyes Fibre Company.
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Pursuant to 35 M.R.S.A. §54, Ceutral Maine Power Company,
hereinafcer sometimes referred to as CMP, Central Maine or the
Company, on February 1, 1580, filed revised schedules of rates
and charges” with the Public Utilicies Commission,

A complete list of the proposed rate changes includes
trevisions in the following rates:

Rate A Sheets 1 and 2 Twenty-first Revision
Rate AL Sheets 1 and 2 Fifch Revision

Sheet 3 Fourth Revision

Sheet 4 Cancelled (the subject

matter is included in
Sheets 1, 2 and 3)

Rate A-TD Sheets 1 and 2 Third Revision
Rate E Sheets 1 and 2 First Revision
Rate GSS Sheets 1 and 2 Third Revision
Rate GST Sheets 1 and 2 Third Revision
Rate GST-TD Sheets 1 and 2 Third Revision
Race M-3 Sheet 1 Ninth Revisicn
Rate N Sheet 1 Thirteenth Revision
Rate SL Sheets 1, 2 and 3 Fifth Revision
Sheets &4 and 5 Cancelled (the subject

matter is included in
Sheets 1, 2 and 3)

The new rates filed are:

Rate A-LM Sheets 1 and 2 Original
Rate A-TDR Sheets 1 and 2 Original
Rate GS Sheets 1 and 2 Original
Rate GSP Sheets 1 and 2 Original
Rate G3-TD Sheets 1 and 2 Original
Rate GSP-TD Sheets 1 and 2 Original
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hereinafter some-imes refervred to as the PUC or the
Commission. The rates and charges, as f{iled, were to be
effective on Mareh 2, 1980 and would have increased Central
Maine's annual revenues by $§35,000,000. Subsequently, the
requested increase in annual revenue was amended to
336,900,000, Acting pursuant to the authority of 35 M.R.S.A.
§69, che Commission suspended the effective date of the
schedules. By order dated February 27, 1980, the schedules
were suspenced for three months Irom Maren 2, 1980, and by
order dated May 29, 1580 the schedules were suspended for an

addicional five months from June 2, 1980

n was held as ordered on March 23,

A prehear ng con ce

he Commission in Augusta. Pecitions to
o
d

e
1380 ac the offices of
intervene had been file
at the conference. By

rior to that date and were considered

d
Order dated April 2, 1980, cthe

Existing rates to be cancelled are:

Rate GS-1 Sheets 1 and 2 Fifch Revision
Rate GS-2 Sheets 1 and 2 Fifch Revision
Rate GS-3 Sheets 1 and 2 fourch Revision
Race GS3-TD Sheets 1, 2 and 3 Second Revision

w

Changes are proposed in the following Rules and Regulations:

Section 3 Sheet 3 Fourth Revision
Sheet 3-A First Revision
(Subsection 3.9
and 3.10 deleted)
Section 4 Sheet 4 Ninth Revision
Sheet 4-4A Sixth Revision
Section 5 Sheer 5-A First Revision
Section 5 Sheec 5-A First Revision
Seccion 15 Sheet 15 Seventh Revision
Section 17 Sheec 17-A Fourth Revision
Section 138 Sheet 18-D First Revision
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Commission allowed the petitions of Associated Industries of

Maine,™ Batch Iron Works, Ann DeWitt, Xeves Fibre Company,

Maine Committee for Utility Rate Reform and Bruce Reeves, Maine ‘
Office of Energy Resources, Martin Marietta Corporation,

Matural Resources Council of Maine, Pejepscot Paper Division of
the Hearst Corporation, St. Regis Paper Company, and 3Scott
Paper Company.

The April 2, 1980 Order dealt with another issue considered
at the prehearing conference which is ctelevant here. an
investigation pursuant to 35 M.R.S.A. §296 was initiated :-Co
Central Maine's cost of service by custcmer class and rac:
design. The §296 investigation was assigned Docket No. 81-56
and was consolidated with the §584 filing. The consolidated
proceeding was bifurcacted for purposes of hearing, with revenue
requirement issues being heard as Phase I. Issues dealing with
cos: of service by customer class and rate design will be heard
as Phase II.

Extensive discovery through data requests was conducted and
hearings on revenue requirement issues commenced May 19, 1980.
Hearings continued on May 20-22, June 43-27, July 7, and
August 4, 1980, a total of 12 days. Testimony from the public .
was recaived on June 27th and August 4th.

Briefs were filed by the parties on or before August 1,
1980 and rceply briefs were filed on or before August 13, 1980.

While certain actions have been taken with respect to the
Phase II portion of this proceeding, this ocrder is dispositive
of only revenue requirement issues.

Active participants in Phase I were Central Maine, Bath
Iron Works, sometimes hereinafter referred to as Bath or BIW,
the Maine Committee for Utility Rate Reform and Bruce Reeves,
sometimes hereinafter cteferred to as the Maine Committee, and
the Public Utilicies Commission Staff, sometimes hereinafter
veferred to as the Staff. Some other intervenors were present

at nost of che hearings, but their participation was relatively
liniced and they have taken no position on issues concerning
Central Maine's revenue requirement.
Central Maine presented four witnesses: Mr. Robert T.
Scott, Senior Vice-Presidenc, Customer Services and Rates;
Mr. Thomas C. Webb, Senior Vice-?resident, Finance;
Mz. Robert S. Howe, Comptroller; and Mr. Douglas Stevenson,
Assistant to the Comptroller. These witnesses are all officers
of the Company. .
——

The Associated
from the case.
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L Maine Pcwer Company.

These topic
apply to Cencra
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FAIR RATE OF RETURN

"Capital cost when competently computed is essentially and
practically the equivalent of fair rate of return." Central
Maine Power Company v. Public Utilicies Commission, 130
Me. 275, 307 (L757). 1Ihererore, 1n determining tne fair rate
of teturn, it is necessary for the Commission to determine the
20st of debt, the cost of preferred stock, the cost of common
equity, and the capital structure.

Three cost of capital witnesses were presented by the
parties. Thomas C. Webb, Senior Vice-President, Finance, for
Central Maine, testified on behalf of the Company. David A.
Kosh, President of Xosh, Louiselle, Lurito and Associates,
Inc., presented testimony on behalf{ of the Staff. David
Parcell, ceonsulting economist and Vice-President of Technical
Associates, Inc., testified for Bath Iron Works.

L. Cost of Debt = Semg & Cudomand 26 Ustoet.

Mr. Webb recommended a cost of debt of $.87%, Mr. Parcell
recommended a cost_of debt which the Commission computes to be
approximately 8.94%, and Mr. Kosh recommended a cost of debt of
9.3.%. There are two major differences in these
recommendations--the cost of short-tera debt and the cost of
the revolving credit and term loan agreement. The witnesses'
recommendations on these issues are reflected in Table I below.

TABLE I

RECOMMENDATIONS REGARDING COST OF SHORT-TERM DE3T AND
REVOLVING REDLT AND TzxM LUAN AGKLZAZAT

Cost of Revolving
Cred1lt ang ierm Loan Cost of Shorc-Ter

Agreemenl Xecommendations Uebt Recommencacions

Mr. Webb 15% 14.0%
Mr. Parcell 13% 8.0%
Mr. Xosh 13% 11.0%
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The cost rate of the revolving credit and cerm loan
agreement depends on the prime rate. The rate covers the prime
tate and certain fees, the latter causing an increase above
"prime" of about 50 basis points. Mr. Kosh and Mr. Parcell
recommended a 13% rate which the Commission accepts as just and
reasonable. The Commission checked this conclusion a§ai13c the
1580 prime rate actual experience, which was officially noted
by an QOrder dated August 20, 19380.

The prime interest rate at the begzﬁnxng of 13380 was
15%-15.5%. Between la.e February and early April the prixe
rate rose to 20%. Then '"prime" declined to 13% by mid-June.

It continued to decline to 10.75% - 11% by late July. By
August 20, 1980, the end of the period oz:icxall/ noted, the
prime rate again started to increase. In lignt of this less
than stable actual experience the Commission believes a cost
rate of 13% for the tevolvxﬁg credit and tera loan agreement is
just and reasonable for the cocaming year.

The short-term debt is :easonably expec:ed to be in the
form of commercial paper with bank lines of credit to back it
up. We have checked the .-commendac'ons of the witnesses
against the actual 1980 experience which was officially noted.
Commercial paper rates in 1580 appear to have fluctuated in a
pattern similar to the prime rate between a high of 18.3% and a
low of 8%. At the end of the period of official notice, the
commercial paper rate was 9.75% - 10%. In light of the actual
experience we believe the 8% recommendation zs s;.ght y .ow,
that the 14.0% is slightly high, and that the 11.0% is jiust and
reasonable for the future. We so find,

Because we have used the rates that Mr. Kosh recommendey on
both of the issues affecting the cost of debt, we find
Mr. Kosh's recommendation of 9.33% for the cost of debt to be
just and reasonable.

red - Somé N Examinges Rete

2, Cost of Pre

LY

Mr. Webb testified tha. the cost of preferred stock was
8.82%, Mr. Parcell testified that the cost of preferred stock
was 8.27% and Mr. Kosh testified that the cost of p:efe::ed
stock was 3.52k. The difference between these costs relates
largely o the estimates by the witnesses of the cosc of
Central Maine's July 24, 1980 preferred stock issue. Centra
Maine submitted a late filed exuibit that shows that this is
fadg

1
sue

b
w
s |

effective cost rate of 11.95%, with a dividend
tequirement of L1.73%. Using these costs, Central Maine's
Exhibic 11, late filed, shows a composite cost of preferred
scock of 3.35%. The Commission finds the 8.35% cost rate to be
just and ceasonable,
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3. Cost of Equity

In setting the cost of equity for ratemaking purposes, the
Commission is bound by the now familiar princip?es enunciated
in Bluefield Water Works and Improvement Companv v. Public
Service Commission Of west virzinia, <292 U.3. 0/9 (L¥Z3) and
Federa. rower Lommission v. nope natural Gas Co., 320 U.S. 591
(L74%) chat 'the return CO the equity owner saould be
commensurate with returns on investments in other enterprises
having corresponding risks. That return, moreover, should be
sufficient to assure confidence in the financial integrity of
the enterprise, so as to maintain its credit and to attract
capital." Id. at 603. The cost of aquity is the amount of the
material reward needed to induce an investor to supply a given
amount of equity capital. The required return is thus set by
the investor. The Commission merely measures what, in its
estimation, is that required return. Based upon the
application of these principles, the Commission finds that the
cost of equity is 13.75%.

Mr. WebD used a number of methods to measure the cost of
equity to arrive at his recommended cos: of 15%. Mr. Webb
firsc used a discounted cash flow ("DCF") analysis to arrive at
a ""bare bones" cost of equity of 14.25%. The DCF method
recognizes that the objective of an equity investor is to
obtain current and future income in the form of current
dividends and growth in future dividends and/or market price.
Using estimates of the investor's expectations of income, the
DCF method computes a capitalization rate that indicates the
investor's required return. From this return, the just and
reasonable earnings requirement of the Company is determined.
The capitalization rate is determined by adding the ertimated
dividend yield to the estimated growth rate in divid»uds per
share., Like all other methods used in computing the cost of
equity, some degree of judgment is required to determine the
figures to be used in the equation. In fact, all three
witnesses emploved a DCF analysis to reach substantially
different results. In evaluating the DCF analysis employed,
therefore, it is necessary to evaluate the judgments made and
the basis for those judgments.

In determining dividend yield, Mr. Webb testified chat,
since the near-term future is projected to encompass many of

the economy's current problems, he believes that the recent
past provides a realistic basis for projection. Mr. Webb used
the period 1977-79 to develop an average CMP dividend yield of
9.5%. Giving some weight to the 1979 yield of 10.75% and the
current ;ield of over 12%, Mr. Webb developed a range from 5.35%
to 10.25%.
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In deriving a growth rate, Mr. Webb again used the period
1977-79 and recommended a growth rate of 4.5%. The race w
derived by analyzing OMP's growth in annual dividends pe-
share, (MP's growth in the annualized dividend rate, and the
industry's average growch in dividends per share. Mr, Webd
chose to use a 9.75% dividend yield and a growth rate of 4.3%
to compute his 14.235% capitalization rate.

U
w O

The primary difference between the DCF analyses perifo
by the three cost of capital witnesses is the growth rate.
Dividend yield figures varied less significantly among th
witnesses, although we are persuaded that Mr. Kosh has
presented the most reliable yield estimate. In fact, the
dividend yield figure used by Mr. Kosh and approved in this
decree is slightly higher than that used by Mr. Webb. Ourz
analysis of Mr. Webb's methodology will focus solely on the
growth rate used. We find that, because of his sole reliance
on dividend growth figures, Mr. Webb's analysis of future
growth is facally flawed.

Upon cross-examination, M
‘ mathematics, agreed with the

r. Webb, as a matter of
following principles:

L. If the payout ratio and the rate earned on book equity
are unchanged over time, then book value per share, earnings
per share, and macket price will grow at the same rate;

2. Growth in dividends per share originates wich greoweh
in earnings per share; and

3 The growth in earnings per share is equal to the
growth in the rate earned on equity times the growth in book
value.

Over the 1977-79 period, OMP's growth in book value per
shate was 2.26%, while its growth in earnings per share was
5.62%. The difference in growth rates must resul:t, therefore,
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om the growth in the recurn earned on equity.™ During the
74-76 period, CMP's average earnings {or equity ware
proximately 3.9% and the dividend growth was 1.9%. During
the 1377-79 period, however, the average treturn earned was
12.4%, representing a 25% growth in the rate of earnings. The
growth in divicends, as computed by Mr. Kosh, was 4.6%. Since
a relatively high payout ratio was maintained,™™ the growth

in dividends over the more recent period resulted from Che
increase in the rate earn~i on book value. It is irraticmal to
assume that the rate earned on book value will continue to
increase in the future.

fr
19
ap

Mr. Webb testified that CMP had . cgeted a 73% payout ratio
(25% cetention ratio). 'n order to maintain a 4.35% growth rate
with a 25% retention ratio, the required <eturn on equity would
have to be 18% (4.5% + 25% = 13%). This return is far in excess
of the amount Mr. Webb actually recommended in cthis case. Such
inconsistency agair. lemonsctrates the absurdity of extrapolating
from che recent tr:nd in the rate earned on book. We find thac
Mz. Webb's use of ~he dividend growth rate results in an
overstatement of anticipated growth and must be rejected.

In addition, Mr. Webb used a market-to-book analysis to
test his DCF result and to mark up the result to achieve a
market-to-book ratio of 1.2. Mr., Webb stated that a
market-to-book ratio of 1.2 was required to compensate for the
costs of issuing new equity and to provide a reasonable s
provision for market pressure. Using a dividend yield range of
9.5% to 10.25%, a book value of $17.54 and a payout ratio of
75%, Mr. Webb found a range of 15.22% to l6.4% to be the
requiced return on book equity to yield a 1.2 market-to-book
ratio. Assuming a constant market-to-book racio, however, any

-—
In its exceptions to the Examiner's Report, QMP argues that
this statement is erroneous since it "completely ignores”
the dilution which has occurred in the past when Che
Company has issued stock below beocok. This argument,
however, does not rebut the statement made in the Cext.
while diluction certainly is one factor which aust be taken
incc account when computing growth in book value, the
growth in book value, including dilution, when multiplied
by the growth of che rate earned on equitly will yield the
gTowth in earnings per share. Thus the difference DeCween
the g:rowth in book value and growth in earnings depends
\\solely on the growth in the rate earned on equity. That

¢t the validity of ch

diLcion exists does not aiie
equ 1ion.

The pa, 't ratio averaged approximately 726 for this period.
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change in the payout ratio would have an increasing or
decreasing effect on the required return. Mr. Webb testified
that an increase in the payout ratio should increase the
investors' perception of risk. Using Mr. Webb's market-to-book
ratio analysis, however, demonstrates just the opposite

result. Thus an increase in the pa'out ratio would require a
decreased return, while conversely, a decrease in the payout
yields an increased rate of return. Because Mr. Webb's
analysis contradicts his own prediction of investor response,
we rteject Mr. Webb's market-to-book approach.

Mr. Webb also used a comparable earnings approach to arrive
at a cost of equity of 15-16.5%. Mr. Webb compared the
earnings of the Standard and Poor's 400 Industrials with the
earnings of electric utilities and CQMP. OQver the 1965-78
period studied, the industrials earned 12.7% on equity. They
earned 13.9% over the 1974-78 period and 14.35% over the
1977-78 period. Even assuming the comparability of the S & P
400 with Central Maine, an assumption wnich has not been
supported on this record, the typical firm in the S & P 400
Industrials had a 1.25 market-to-book ratio during the most
recent period, 1977-79. Since Mr. Webb stated that a
market-to-book racio of only 1.2 was required for CMP, it is
clear that the required rate of return under Mr. Webb's
comparable earnings approach would be less than 14,.35%. We do
not find that this approach supports Mr. Webb's recommendations.

Finally, Mr. Webb used a "risk premium" approach,
demonstrating a range of returns from 14.75% to l6%. To
achieve this result, Mr. Webb added 575 to 625 basis
points--the risk premium--to the long-term U.S. Treasury Bond
rate of 9% to 9.75%--deemed to be the appropriate '"riskless
rate." Mr., Webb derived his risk premium in part from a survey
of instituctional investors by Paine Webber Mitchell Hutchins.
In the survey, investors were asked what return on equity would
De attractive relacive to AA long-term utility bond yields of
9 1/2%. To this spread, Mr. Webb added another spread to
account for the difference in the risk perceived Dy the
investor between companies whose bonds are rated AA and
3aa.”™ Mr. Webb, however, was unable to state what
market-to-bock ratio the investors surveyed believed would be
produced by their desired return. Without such information, it
is impossible to determine the validity of the spread to

g—
MP's most recent hond issue is ratasd 3aa.
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for QMP or show what the market-to-book ratios were for his

comparable ¢ mcaw;-s. It is, therefore, difficult to test the

tecommended result., ZThe Commission finds that this analysis cs
8]

oes not ot v*‘e 5 S O U AT SRR LI RE T v wg ot toms s
eCermine the cost Of ggqi;v,

Mr. Kosh used a DCF analysis to compute his recommended
cost of equity of 13. 73« The Company has criticized
Mr. Kosh's recommendation on the ground that over the past
seven years this Commxssz n has adopted Mr. Xosh's
recommeadacions, while che Company's stock over that period has
sold consistently below book. The Comoany urges that this
latter fact is attributable to Mr. Kosh's overly low
recommendations of the cost of equity in the past and that
therefore Mr. Xosh's testimony in this case should be taken
with "a grain of salt." While it is true that the consistent
selling of stock below *20k is a matter of concern and will, in
the long run, work to the detriment of the Company and its
ratepayers, the fict that the Company's stock has scld below
book in the past does not in and of itself indict Mr. Kosh's
nethodology. The Company, in short, has made no demons: ation
on the record that the allowed rates of return in the past have
been a ccutributing factor to the Company's sale of stock below
book and ascribes more weight to our past decisions chan is
appropriate. Management may exer-zse its discretion with
respect to the Company's financial affairs in a variety of ways
that can affect the price of its stock. Thus, the mere fact
that the price is undesx*ao;; low does not establish that the

allowed return was insufficient. For the Company's contention
to be persuasive, it must be supported by an evidentiary
demonstration that management had no meaningful opportunity to
improve the market-to-book ratio, Even then, it would also be
necessary to show that an increase in the allowed return would
have remecied the situation. There are, therefore, many
factors which may contribute to the Company's sale of stock
below book. Past Commission decisions cannot be deemed at /7
faulc,

Mz. Xosh developed a 9.92% dividend yield for Q1P and a
9. 3% yield for nis selected eight comparable companies.
Analyzing growth in book value rather chan growth in dividends
per share, Mr. \osn computed a growth rate of 2.75% for CMP and
a growth race 3.13% for the coamparable companies. These

1

figures yield a *ap;'alzzac on rate of 12.6% for CMP and 12.52%
for the comparable companies. Mr. Xosh determined that the
range {or the bars bones cost of equity was 12.5% to 12.75%.
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In arriving ac those figures, Mr., Xosh relied on the
36-month period ending April 30, 1330 as the period most
reflective of investor expectations. This period basically
coincides with that used by Mr. Webb and is, the Commission
believes, the appropriate pericd to be used. The major
disagreement between Mr. Webb and Mr. Kosh concerns the
appropriate growth rate. As noted previously, the growth rate
derived by Mr. Webb from growth in dividends per share is
overstated. Mr. Kosh testified that, in the _short-run,
dividends may vary for a variety of reasons.” Long-term
growth in dividends, however, derives from earnings and
earnings are derived from book value. <Jver the long-run,
therefore, growth in book value provides the appropriate
measurement for growth in dividends. An analysis of growth in
book value factors out those elements of dividend and earnings
growrh which depend on increases in the rate earned on equity.
Those elements must be eliminated from consideration, because
those increases cannot be expectaed to continue indefinitely.
For these reasons, the Commission adopt: Mr. Kosh's analysis.

In recommending a cost of equity of 13.75%, Mr. Kosh
determined that that was the recturn required in order to
achisve a macket-to-book ratio of 1.19 given the capitalization ‘
racas ne computed. Because the Company is planning to issue a
substantial amount of equity, Mr. Kosh nas testified that cthe
. rate allowed should be sufficient to protect the Company from

downward price fluctuations and to allow it _to cover financin
costs and pressure. Mr., Kosh has computed financing costs an

pressure to be no more chan 7.5% and we approve that
figurte.

P
Mr. Kosh stated:

Experienced growth in per share dividends nay reflect
aberrations which cannot be expected to continue. For
example, management may allow the dividend rate to remain
the same for a period of years until earnings reach a level
where an increase in the dividend is likely to 'stick'; or
management may increase the payout, i.e., increase
dividends move rapidly than earnings; or, if in need of
cash, it may maintain a constant [dividend] in the face of
tising per share earnings. Thus, it is importanc that the
analyst supplement his analysis of past dividend growth by
developing additional indicators of future dividend growth.
(P.U.C. Staff Exhibit 3 at 29).

£l
In computing this figure, Mr. Kosh used a cost rate of
3.95% and a pressure rate of 3.55%. Both of these figures
are found to be reasonadle.
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Mr. Parcell appacently believes the 7.5% figure to de
excessive. Based on studies he performed, Mr. Parcell
tecommended that an adjustment of up to 2% be used to ¢
any possible downward effect due to a new stock issuanc
Commission believes that this figure is understated.
Mr. Parcell examined ccmmon stock sales for Mcody's 24
Utilities over the past five years. He analyzed changes in
market price Of e~ch Company relative to the Dow Jones Utility
Stock Index for si1 wmonths prior to each stock issuance and
determined that there was no significant decline for a utilicy
issuing stock in relation to utility stocks in general. The
Commission finds that an analysis of the reactions of the
Moody's 24 Electrics is insufficiently related to QMP to be
probative of the effect on QMP's stock of a stock issuance.
Moteover, Mr. Parcell's 2% figure results in part from the
application of his derived cost rate only to the new shares to
be issued. The Commission rejects this approach since we find
that for a rate on equity to be fair, the rate must produce a
market price for all stock wnich allows the sale of new stock
at a reasonable lsvel.

@ o

In addition to market pressure and financing costs,
Mr. Kosh recomuended a 9% adjustment to protect against
short-term market declines in CMP's common stock. That figure
was computed by comparing the high price in any given month
with the low price two months later. The Comm.. 3ion recognizes
that adjusting the bzc~ bones cost of equity by the 3% '
tluctuaticn figure and the 7.3% market pressure and financing
cost figure represents a highly conservative approach. These
adjustments are nevertheless approved because of the Company's
plans for substantial additional financing in the near future
and CMP's recent tendency to issue stock below book.
Therefore, a cost of equity of 13.75% is found to be just and
reasonable.

4, Fair Race of Return

Having found the cost of debt to be 9.33%, the cost of
preferzad stock to be 8.35%, the cost of common equity tc be
13.75% and chere being virtually no disigreement as to the
capitalization ratios, the Commission finds the fair rate of
teturn to be 10.78% as set forth im Tabls 11,
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TABLE II
FAIR RATE OF RETURN

Capital
Type of Capital Structure Cost
Debt 50. 8% 9.33% &.74%
rreferred 13.5% 8.35% 1.13%
Coamon Equity 35.7% 13.75% 4,91%
Cost of Capital ; 1U. /0%
TEST YEAR

8y agreement of all parties, the test year for this
proceeding is 1979.

RATE BASE

"The rate base consists of the investment made by various
capital owners of Central Maine in utility plant that is used
ot required to be used in rendering utility service. The
suppliers of capital are legally entitled to a reasonable
opportunity to earn a fair return on their investment. Thus,
the rate base multiplied by the fair rate of return equals the
fair [cr required] return in dollars." Re: Central Maine Power

Company 25 PUR 4ch 388, 398 (Me. Pub. Util. Comm n. 4i¥/8).

In .ais case issues arise as to whether certain plant held
for future use, the thermal energy storage project costs, and
certain Wyman Unit No. & costs should be included in rate
base. A discussion Of these issues follows.

The Commission has also included construction work in
progress (C4IP) in rate base. However, since the issues
concerning an allowance for funds used during construction
(AFUDC) are closely related to CWIP and since AFUDC is an
income issue, most of the discussion of the CWIP/AFUDC issues
is in the test year income and expense section of this Order.
In this seccion the Commission discusses only the question of
ied /2 c¢f the test year accrued AFUDC from rate Dase.

In the rate base section the Commission also addresses the
wotking capital issues concerning contractor retentions and
vendor-financed fuel.
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Other issues wnich concern rate base treatment are the
Sears Island project costs and the Nuclear Earichment Contract
costs. Since the Commission disallows rate base treatment of
these costs, but would allow some amortization of them, the
discussion of these issues appears in a subsequent section of
this decree.

-
-
N

1. Property Held For Future Use

Cantral Maine has included in rate base 3$3,331,449" of
property held for future use as well as $1,573 733#6¢ land in
Richmond included in the "Investment in Joint Corporate
Projects" account. In Re: Central Maine Power Co., 25 PUR 4cth
338, 399-401 (Me. Pub. UTILl, Comm'n., 13/3), this Commission put
the Company on notice that in the future the Cocmpany aust bear
the burden of justifying the inclusion in vate base of property
held for future use "'by demonstrating that a sufficiently
definite plan exists for the use of such property." The
Commission adopted the "definite plan" standacd because "we
cannot burden ratepavers for an indefinite period with paying a
return on Company assets which confer no immediate benefit on
and provide no guarantee of future benefit to Central Maine's
ratepayers."”

The Company has asked the Commissicn to depart from this
standard and to allow all property held for future use in rate
base when the acquisition was made in good faith and in the
axercise of reasonable and prudent business judgment in
ancicipation of future needs. Alternatively, tne Company
contends that, even under the ''definite plan" standard, it has
met its burden of proof with regard to all properties except
Stockton Springs. At the other end of the spectrum, tha Maine
Committee argues that, as a policy matter, all property held
for future use should be excluded since it is not used and
useful. The Maine Committee alternatively contends that the
Company has nor met its burden of prcof under the "definite
slan" standard with regard to any of the property proposed to
be included. BIW concurs in this conclusion. The Staff has
argued that the Company has failed in its burden of procof only
with vegard to a number of specific items.

OO
W)
~4 L

vre includes 50% of the purchase price of land at
and. That amount is $§706,
TR T

o
O
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The Commission reaffirms its adoption of the definite plan
standard. The reasons stated in the prior Central Maine 2ower
Co. decree supporting the reliance on the stancard remain as
viable today as when first enunciated. In considering whether
the Company has met its burden of proof in demonstrating the
existence of definite plans, the Commission finds that the
burden has - - been met on a number of parcels.

All par. .2s appear to agree that under the definite plan
standard, the parcels of land at Stockton Springs should be
excluded. The Company agreed that the use of thcse parcels was
"quite hypothetical" and was unable to give any idea when the
property would be placed in service or when construction mignc
begin. The Staff has also argued that the Richmond parccels be
excluded. Mr. Howe, who sponsored the Company's proposal to
include in rate base certain items of property hald for future
use, testified that the Richmond site was intended to be used
as an alternative site to Sears Island or as a ;ene:atiag sic
in 1994, The Company, however, is still actively pursuing ics
plans to build a coal plant on Sears Island. Moreover,

Mr. Howe was unaware of the type or capacity of any generauing
facility to be built at Richmond in the event the site was not
used as an alcernative to Sears Island. Mr. Howe was further
unable zo testify that if a new generating facility was
required in 1994 that the Richmond site would definitely De
used., The Commission finds that the Company has not
demonstrated the existence of definige plans with respect to
either Stockton Springs or Richamond.’

At the hearings, the Staff cross-examined Mr. Howe
concerning the Company's plans for two transmission lines--a
line from Guilford to Greenville and a line from Portland's
Sewall Street Substation to Cape Station. Both lines were
given an in-service date of 19385. The exhibit itemizing the
parcels proposed to be included in rate base in the property
neld for future use and investz;ent in joint corpcorate projects
accounts was introduced not by the Company but by the Statf.
Mr. Howe was unable to describe the purpose of the proposed
lines, how the in-service dates were determined, what was the
anticipacted size of the lines, and when the projects were
developed or whether any necessary permits had Deen sought.
Because of these inadequacies in the testimony concerning the

-—
The amount attributable to Stockton Springs is 5-96,263!
That attributable to Richmond is SleaSides?) < ALl CHE
anmounts used in this secticn reflect l3-month average
figures supplied to the Cocmmission by ovder of the
Examiners in the Examiner's Report., The figures, supplied
by the Company under cove: letter dated Cctober 20, 1380,

e hereby admitted into the record as a late-filed exhibic.
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existence of a definite plan, the Staff argues that these lines
should be excluded. The Commission agrees. We also note,
however, that Mr, Howe stated that he would be unable to
testify specifically in regard to any of the items listed as
"Transmission Line Property'" in P.U.C. Staff Exhibict 1,

3 MPUC-8 and 3. We can only conclude that the same infirmities
noted above with regard to the Guilford line and the Sewall
Street Substation line apply to all the transmission line
property which the Company has requested be included in rate
pase.

As noted earlier, Central Maine was put squarely on notice
that it bad the burden of proof in this area and that the
Commission would expect evidence of the existence of definite
plans. The Company's only attempt to deal with this issue was
Mr. Howe's pre-filed statement that the Company had "included
parcels that we believe meet this standaczd.” However, this
means that the Company believes that there exists a definite
plan for the Richmona property as well. In fact, the plans for
that property Jare no mnore definite than they were during the
pendency of the last rate case when that property was also
excluded. The Commission finds that it can place little
reliance on Mr. Howe's pre-filed statement since clearly the
Company's ''belief'" that the requaested items meet the definite
plan standard differs from the Commission's concepticn of what
meets that standard. Mr. Howe's demonstrated inability to
verify the existence of definite plans for the transmission
line properties further casts in grave dou.c the existence of
definite plans.

A review of the exhibit submitted by the Staff reveals,
however, that a number of transmission line properties have an
in-service date of 1980. We find that for those properties, we
can infer the existence of definite plans since presumably the
properties will be, or already are, placed in service during
this year. 1In addition, we find substantial evidence to
include the Transmission Lines for the Sears Island project
since a definite plan exists to build a coal-fired generating
station at Sears Island. All other transmission line
propertiss will be excluded. We therefore reduca cate dbase by
3342, 64140 reflect the property eliminated above.

“

The Staff{ has also contended that the Commission should
exclude property in Portland on Canco Road slated to be used
for expansion of the existing Portland service building. On
cross-examination, Mr. Howe conceded the possibility that the
Company's plans to reduce cost; through use of data entry
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systems and inventory systems might preclude the need for
future expansion of the building on Canco Road. Unlike the
properties discussed previously where it is not even clear that
any plan even exists for the use of the properties, here the
Company apparently has at least decided what use to make of the
Canco Road property. It is the definiteness of that use which
is at issu2. Based on this record we cannot conclude that the
property will definitely be used. The Company has made no

attempt to resolve this question. We exclude this property and

reduce rate base by SEEEISSS.V’

The last issue raised by the Staff concerns what should be
included in rate base on account of the Company's propesal to
build a coal-fired generating station on Sears Island. The
Company had originaily proposed to include in rate base 60% of
its land lease payments, made under an option on the land. By
lare-filed exhibit, the Company now proposes to include 5Q% of
the total purchase price” of the land since the Company
exercised its option to purchase during the pendency of this
proceeding. The Staff does not object to the inclusion of the
lease payment but contends that there is no definite plan to
justify inclusion of the cost of the purchased land. The
definiteness of the Company's plan to use the land at Sears
Island does not vary, however, depending on whether the Company
owns the land outright or makes payments under an option. The
Company has sought reconsideration of this Commission's
original rejection of the proposil to build Sears Island and
neatings are now underway. Regardless of the outcome of that
proceeding, it is clear at this point that a definite plan
exists.

The Staff has made a number of arguments with regard to
Sears Island attempting to cast doubt on the prudence of
acquiring the Sears Island property prior to the rendering of a
final decision on the Company's proposal to build the plant.

We share the Staff's concerns. However, based upon the record
before us, we cannot conclude that those conceras are
sufficient to allow us to find that the Company's actions were
imprudent or unceasonable Accordingly, the Commission allows
the inclusion of 60% of the purchase price for the Sears Island
parzel in rate base.

Having reviewed the record on property held for future use,
we find that definite plans exist for the items not

The Company has requested inclusion of only 60% to reflect
. % . 3 + . - . s - v
its anticipated ownership of the generating facility once,

and if, ic is builec.

N R T 1T e T I S L el S L



]
[E9]
—

'

Docket No. 80-25
Jocket NO, 3U=-00

specifically mentioned in the body of our discussion.

’

2. Conversion Allowances For Thermal Enerzv Storage

CMP has proposed a test year expense adjustment of $375,000
Lo cover proposed costs of the Company's thermal energy storage
program ('TES"). Under the Company's proposal, electric space
heating customers would be encouraged to convert from existing
resistance heating to storage heating. The program is an
attempt at load management, designed to shift a customer's
usage from on-peak to off-peak. In order to ancourage
conversions, tbe Company proposes to spend $75,000 in
advertising and to give 31,300 to each customer who decides to
convert. The Company has estimated there will be about 200
conversions in the first year the program is offered. The
program is not designed to benefit customers who ianscall TES
initially. ‘

3oth BIW and the Maine Committee have a-gued that this
expense De disallowed eniirely. The Maine Committee argues
first that the allowance would constitute unjust discrimination
pronibited by 35 M.R.S.A. §102; second, that it is a proscribed
rebate uncer 35 M.R.S.A. §103; and finally tha: it is a
promotional allowance within the terms of 635-407 COMR 83.1(E).
8IW concurs with these arguments. '

The allowance is alleged to be discriminatory in that it is
nade only to those converting to TES: no allowance is made to
those converting to oil, solar, wood or any other method of
home neating which could alsc have the effect of lessening
on-peak consumption. The Commission finds that 35 M.R.S.A.
§102 was not designed to prevent the type of allowance
contemplated here. '"'When a utility has established rate
classifications available to all customers for a like and
contemporaneous service it has fulfilled its obligations under
the statutes.'" Gifford v. Central Maine Power Co., 217 A.2d
200, 202 (Me. l96%) gquocting In te Gity lce & ruel Co., 260 App.
Div. 337, 23 N.Y.S. 7d 379, 3Bl (L94U). HRere, ctne conversion
allowance is available to all residential space heating
cusctomers and is uniforamly applicable to all those choosing to
converr,
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Nor does the allowance constitute a rebats proscribed by
35 M.R.S.A. §103, so long as the Company has filed a rate
therefor which is approved by the Commission. Section 103
proscribes only rebates, discounts, or ciscriminations whereby
service is provided free or at a rate l:ss than a rate named in
a schedule in force.

We do find, however, that the conversion allowance and its
concomitant advertising constitute a promotional allowance and
promotional advertising. Under 535-407 QMR 83.1(D) promotional
advertising is defined as,

any advertising conducted for the purpose of
encouraging any person to select or use the service or
increase usage of the service of a public utilicy, to
select, purchase, install, or use any appliance or
equipment designed to use such utility's service, or
to use any other particular service of the utilily.

Promocional allowances are similarly defined under §1(E)
as,

any reduction in rates or charges or any rebate or
credit granted by a public utility to a customer for
the purpose of encouraging any person to select or use
the service or increase urfige of the service of a
utility, to select, purchase, install, or use any
appliance or equipment designed to use such utcilicy's
service, or to use any other particular service of
such utilicy.

In general, the Commission has enunciated a policy that
the costs o. promotional advertising and promotional
allowances shall not be borne by the ratepayers. See
§5-407 CMR 83.5(C). However, the Commission may ailow an
adjuscment to rates under that subsection "on the basis of
the policy expressed in this rule and the justness and
reasonableness of the expendi e, contributions,
expenses, or costs in the par ular case."

P
- .
=i~
- e

TES is desizned to be used as a load management toul,
promoting a shift to off-peak usage. If successful, Lhe
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program should benefit all customers by deferring construction
projects with the resultant savings accruing to the Company and
customers over a number of years. Thus, while TES is decidedly
a promotional program, it can theoretically be justified for
inclusion in rates because of the benefit it will confer to all
customers. Were we to find that rates should be allowed to
cover the costs of the TES program, we would endorse the
approach suggested by the Staff--namely, to capitalize the
amounts for the allowance and amortize them over a ten-year
period.”

The record purportedly showing the benefits of the TES
program is, unfortunately, so sketchy and clouded in doubt as
to force the Commission to conclude that an adjustment allowing
the reguested amount in rates cannot be justified at this
time. The Company's presentation of this issue and its
apparent decision not even to attempt to support the validicy
of the program, — even after serious questions had been
raised by the intervenors, poses grave questions regardin~ the
sincerity of the Company's approach to load management. 1he
Commission's subsequent findings in regard to the proposed
gro;ram reflect only the inadequate presentation of the program

y the Company. The Commission's actions, therefore, are not

to be construed as a general indictment of load management
techniques.

Dr. Ileo testified on behalf of BIW that the TES program
could result in an overall increase in total energy usage.
While it may well be that on-peak usage will decline, CMP has
made no attempt to demonstrate the relative costs and benefits
of a total increase in energy usage vis-a-vis a decline in
on-peak usage. Nor is it clear how much of a decline in
on-peak usage can be anticipated. The Thermal Energzy Storage
Technical Validation Final Report, which appacently forms tne

R —

A ten-year period, rather than the average life of a
generacing facility, was suggested because of the

uncertainties surrounding the progranm.
L4

'

For instance, the Company chose not even to address this
issue in either its main or reply brief.
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basis for the Company's TZS program, states that in designing a
TES heating system for a specific installation "it is usually
necessary to use some electric resistance heaters for small
riooms and other areas where the cost of the mininum size
s.orage heater would not be justified." It appears, therefore,
that under the conversion program customers will continue to
have resistance heating available with a potential for on-peak
use. The anticipated scope of that on-peak use, if any, is
presently unquantified, however.” Moreover, the alleged
advantage of the TES program would appear to result equally
from conversions to forms of heating other than off-peak
electric. No attempt has been made to demonstrate why a
conversion allowance is appropriate in the event of conversion
to TES while not appropriate for conversions to other forams of
heating. The Company also has not demonstrated any rational
trelationship between the 31,500 amount of the allowance and the
degree of inducement necessary to attract customers to use the
program. CMP has made no attempt to show that any lesser sum
would or would not be sufficient to attract customers to the
program.

With these unanswered questions the Commission cannot
approve an adjustment in rates at this time. Because this
program does offer some potential for load management, however,
the Company is encouraged to present further evidence on the
efficacy of this program during Phase Il of this proceeding.
The Commission will reconsider its decision 9n this issue
should the Company pursue this option., Should the Company be
able to justify the TES program, the Commission will make an
ad justment to allow so much in rates as is just and reasonable
at the time the Company's new rate structure is implemented.

Properly supported load management techniques will, in the
Commission's opinion, greatly benefit both the Company and the
ratepayecs by delaying and perhaps even avoiding the necessity
for future additional generating capacity. The development of
such techniques is an extremely important aspect of providing

electrical servic

e and is to be encouraged. As noted

previously, however, we cannot approve a program without a
sufficient record to support it.

—
In addition, the Report points out the extreme importance
- . e o & i .—’-h—— s " o - . M =
of proper sizing or tne TES units, since undersized units
may require supplemental on-peak enerzgy. The Report itself
Y i > a v B ot ia ‘ e b TN T
admics, however, that sizing requires further sctuay.
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3. Wyman Unit Number Four

In early December of 1578, the Company's Wyman Unit Numbe
four, an oil-fired generating plant, came on line for the {ir
time. The plant was rated at slightly over 600 MW by NEPEX o
February 1, 1979, By January 1, 1979, the plant had been rated
at 471 MW and CMP was deemed to have satisfied its NEPOOL
capability responsibilicy. Previously, the Company had been
assessed for deficiencies in neeting its responsibilities for
the months of November and Decamber.

T
st
3]

Almost immediately following its start-up in December, the
plant was required to be taken out of service. From December
17-21, the Company took the plant off line to conduct iaplosion
studies. These studies were characterized as a "fine tuning"”
of the system. The plant was down again on December 22 to
allow the Company to modify the hangers for the high pressured
turbine steam chest. By early January, the plant was running
again. During che morning of Januaczy 13, 1979, the plant hit
500 MW for the first time. Later that day, however, a
condenser leak began to intzoduce salt water into the feedwater
system and the plant was shut down shortly afcter 9:00 a.m. on
January 15, 1973, The plant was down until April 3 because of
damage caused by the salt water intrusion. Sometime 'n early
April cthe output level of the plant was required to - - reduced
to 450 MW due to the bypassing of the high pressure heaters Co
allow for retubing of the neaters to eliminate a number of
leaks which had been discovered. TFinally, down time of
approximately two months between September and November O
occurred to replace the stack muffler since the amuffler
originally installed exceeded the design decibel level.
Throughout these outages NEPEX allowed the Company to retain
ics rated 600 MW capabilicty.

Lo 1)
r.l
(Ve )
~J
"o

In addition to certain initial operational problems at the
plant, there have been changes in the anticipated use of the
plant by the Company. The plant was originally intended to be
used as an intermediate base load unit. In fact, for purposes
of the last rate case, Re: Central Maine Power Co., 26 PUR 4th
3
8

3 (Me. Pub. Util, Comm™n. L¥/3), tne company nad projected a
%* load factor, which is consistent with use of the unit for
termediate base load. The Company has stated that this

DO n

S
For purposes of computing operation and maintenance expense
for that unit, the Commis.ion in fact used a 30% load
factor based on its finding that new plants tend to have a
lower than average load factor.
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change in dispatch occurred because Wyman Four amust use costly
low-sulphur fuel and because the plant can be used as a cycling
plant. The Company denies that the operational difficulties
relating to the condenser leak have had any impact on the
change in the dispatch scenario.

Based upon the events outlined above, the Maine Committee
has made two arguments with regard to the treatment of Wyman
Four. The first argument relates to treatment of the defective
u.ffler. The Maine Committee argues that the muffler be
exc'uded 2ntirely from rate base in order to provide the
max.wm incentive for the Company to seek recovery of its coscs
from che manu-.ccturer, Burns & Roe. Alternatively, the Maine
Committee con:ends that since the muffler is no longer used and
useful, it should be excluded from rate base but the costs
should be amo' cized over the useful life of the plant. The
Scaff concurs with this second contention. The Maine
Committee's second argument relates to treatment of Wyman Four
because of the change in dispatech. The Maine Committee has
argued that an invescigation be begun to inquice more fully
into the change in dispatch and the events relating to the
condenser leak to determine whecher management has acted
prudencly and to consider the potential long-term effects of
the leak, including wneche: the damagz from the leak has or
will affect the use of the plant. Pending investigatioan, the
Maire Committee contends that one-half of Wyman Four should GTe
excluded from rate base with or without an accompanying
amortization.

In regard tc the auffler, Central Maine points out that it
nas included something less than 30% of the cost of the mufflec
in rate base and that that fact in and of itself provides
sufficient incentive for the . ompany to pursue possible sources
of recovery. In regard to the proposed exclusion of one-half
of Wyman Four from rate base, the Company argues that the plant
will be used and useful during the period that rates will be in
effect and that it was in the best interests of the ratepayers
to bring the plant on line and cperate it rather chan to iacur
costs for replacement power.

TEFe defentive mifflar; :the -Commission finds

et . zutfler is no longer “ised*and useful and ‘must be
axclided from rate base. wamdbdsaioce. reduce~tate~base T3
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. While the malfunction
of the muffler o any imprudence on the
part of the Compan/, we do not find that it is reasonable to
allow the Company to tecover the cost of the mwifler through an
allowance for an amortizaction at this time, however. The
recorzd reveals that the Company has taken some steps Lo secure
a sectlement with the muffler's manufacturer, Burans and Roe.
Since recovery of some or all of the costs may be poss'b’e, 2
balancing of the interests of the ratepayers and shareholders
d.ctates :that any allowance for an amortization at this point
in tiwe is premature. .ha.ﬂ»aaérv "owes-., should~keeo-Che
Sommtssion informed - ahGmiathe.Company s rrogress-im-securing
settiement during Futute-rzate cases.

In regacd to ¢ yther issues raised by the Maine
Commi::ee, we fine .at it is not appropriate <O exglude
one-half Wyman rour from rate Dase ¢nd we conclude that
furcher lnvest igation of the dxspaucn change and of the events
surrounding the condenser leak of January 15, 1579, is not
warranted at this time. We will continve to watch the
operation of Wyman Four in future rate cases, however, and will
be prepared to make suck adjustments as appear necessacy. Fotv
purposes of the preszat case, s Coumis sionsconeludes F ma R
Companys. actad unsea:onab&y by discontinuing its takxiag of 3rad
samples shortly afcac the phant. reached 600 MW for the first
c*d!‘and'we axclude from rate base $116,451, which cepresents
the 1M-month average of.th e-capx:al.gosts incurred to rebuild
three hign p.essu:e feedwater nNeaters which were ‘aﬂaged as a
result of strc cocrrosion cracking twe heater tubes.

Based upon our review of the record in this case the
Commission finds that the following events sucrctounding the
condensec leak occurred. At apr:oximately 2:00 p.m. on
January 15, 1979, the Wyman Four unit went to full lcad
capacity for the first time since the pl=nc s initial starct
up. Fr he date the unit s-arted operation, the Company,

epresentatives of the manufacturers of the various

aloug wi T
pieces o equ.pmenc, had been engagad in monitoring aspects of

e
Ror BorposasTolsehis macAlL, shacelacii.ayiilec-is
m:lueérat‘itsareplaag;en:~:csu,a&n&~.83zt*‘at~4nxﬂn-also
f¥PT “Entsthe cost of the new: :nu_u.a.e' Fort uncxaclosed
reas however, tihe Company has only included $342,468 of

the n auffler i{v rate base. Since the new 1uffle: is
used aad useful, the Company is entitled to earn a return
on the full value of the new muffler. Qur adjustment,
therefore, leaves in raze base the full cost of the new

- -y

nmuiiler,
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the cperation of the plant. Included as a method of
monitoring, the Company had employees taking "'grab samples' on
a continuous 24-hour basis every CWO hours. Crab sampling is a
process by which individual employees draw off water samples
from various points in the water side of the steam cycle in
order to test the conductivity of the water. Because of the
sensitivity of the equipment, including the high pressure
feedwater heaters, to chlc-ide intrusions, conductivity levels
are automatically monitored on a continuous basis. There are
alarm systcems, moreover, which are designed to notify the
operators in the coatrol room when the automatic monitoring
equipment records undue levels of conductavity. The gTabd
sampling was used as a check on the automactic monmitoring
systems.

At 8:00 ..m. on Januacy 13, 1979, grab sampling every TWO
aours was rarminated. Before the rermination was ordered, the
plant super.isor, Mr. Samuel Soule, testified that he had
sacisfied nimself that the alarm and monitoring systems were
worxing properly. It is not clear from the record, however,
exaccly when the alarms were checked prior rn7 the taking of the
8:00 p.m. gvab sample. AL approximately 3:1 »92.3., 7 condencer
leak began introducing sal: water into the fe.iwater sysCem.

Zarly in the morning of January 16, 1979, .= output of the
plant began to reduce gradually. AL 7:00 a.u. grab samples
were taken. frer analysis, it appeared tf-. the conductivity

levels were abnormally high and the plant was taken off line.
The Company's testimony is that the alarm system failed,
alchough it allegedly worked prior to 8:00 p.m. on January 15.
while a Company employee noticed abnormally high readings on a
strip chart at some time between 1:00 and 2:00 a.n. on

Januacy 16 and nocified the nizht supervisor, the supervisor
apparently ignored the warnings and kept the plant on line.
Mr. Soule testified that under the same circumstances he would
have conducted an investigation of the conductivity
immediately. The Company has not demonstrated whether any of
rhe manufacturer's representatives remaining aC the plant and
monitoring operations at the condensate polisher* became

aware of the high conductivity levels and, if they did, whether
any Company employee was notified.

——
W

The condensate polishers remove ri‘nute amountcs of
impurities from Che water returning from the condenser and
"put the water in the Dest possible ccudition prior to
going into the hoiler," according to Mr. Monty. Personnel
runuing the condensate polishers under the direction of
representatives of 3urns 5 Roe should also have been
checking the quality of the water. It seems inconceivable
rthat they would not hnave aociced problems with water
juality and that they would have failed to notify Company
sersonnel if they had.
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Nor do we make any adjustment based on the dispatch
change. While it is true that Wyman Four's original use was
intended to be as an intermediate base load plant, we do not
find on this record any concrete evidence that the Company's
actions in building the plant and having it 30 on line in
December, 1978 were imprudent. The Commission, however, will
continue to review the plant's operation during future rate
cases.

ion of 1/2 The AFUDC Accrued Suring The Tes: Year

In the Test Year Income and Expense porticn cf this Decree,
infra, the Commission allows CWI? in rate base with the AFUDC
offset in income. One issue concerning CWIP/AFUDC should be
noted in connection with the discussion of rate base.

The Staff witness, Mr. Louiselle, recommended that the
average amount of booked CWIP be adjusted to exclude one-half
of the AFUDC accrued during the test year. Mr. Louiselle
recommended a comparable adjustment in the Company's last rtate
case, Re: Central Maine Power Companv, 26 PUR 4ch 388,

(Me. Pub. UCi.. Comm n. 19/8), which was aczapted by the
Commission. Because Central Maine compounds AFUDC on a
semi-annual basis, this adjustment is necessaty Lo eliminate
double counting and to place AFUDC on the same annual basis as
the rate of return. If this adjustment were not made, Central
Maise would accrue AFUDC at a rate in excess of the allowed
fair rate of return. In this case the adjustment is supported
by Bath Iron Works and is neither supported not opposed Dy
Central Maine. We accept the adjustment.

5. Working Capital

"Working capital represents the amount of funds which
investors must provide to meet day-to-day operations
involving the delivery of (utility] service. To the extent
ir is unnecessary for investors to supply those funds,
rhere is no need for a working capital allowance in rate
base." Re: Continental Telephone Companv of Maine, 18 PUR
4ch 636, 543 (Me. Pub. Util. Comm'nm. L377).
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Mr. Douglas Stevenson, Central Maine's Assistant to the
Comptroller, developed a "lead-lag" study which demonstrated
the amount of investor supplied capital required to cover ch
costs of day-to-day operations between the time the Company
pays such costs and the time the Company receives revenues £ro
those operations. The Commission Staff raised two issues with
respect to Mr. Stevenson's "lead-lag" study.

m

The Staff, based on the testimony of its witness,
Mr. Louisells, contends that contractor retentions--funds due
contractors, but withheld from payment until certain
inspections have been made--are not investor supplied capital
and may be utilized to finance day-to-day operations. Thus,
the Staff contends such funds should be deducted from the
Company's working capital requirement. Central Maine, in its
reply brief, has agreed with Mr. Louiselle and thus accepts the
Staff's adjustment. The Commission agrees with the reasoning
and result of this adjustment. This working capital reduction
amounts to $§1,576,000.

The Staff zlso contends that Central Maine's working
capital for fuel inventory expense is excessive. The Staff
contends that Central Maine's "lead-lag' study considers fuel
to be financed by investors prior to the time the Company pays
for it but that at that time the fuel in fact is fipmanced by
the vendor rather than investors. The record evidence
demonstr:tes that the fuel is paid for approximately ten days
after delivery. Thus, Mr. Louiselle, assuming a sixty-day
supply of fuel on hand in inventory, reduced average fuel oil
by one-sixth, the ratio ol the length of the payment lag to the
length of the fuel inventory on hand.

Central Maine, in its reply brief, claims that
Mr. Louiselle's adjustment is incorrect. Central Maine
contends that this issue was accounted for in its lead-lag
study whea the revenue lag applicable to fuel expense was
reduced from 45 days to 27.8 days to reflect payment lags.

whils Central Maine's contention may be correct, the
Commission does not find record evidence from which Central
Maine's explanation can be found as a fact. Perhaps this iss.e
could have been more clearly resolved in a rebuttal
presentation. Since the Company declined to make such a
presentation, the Commission's option is to resolve the issue
based on the burden of proof. In rate making cases it is clear
that that burden falls on the utility. 35 M.R.S.A. §65%5, §307.
ission therefore finds that this adjustment is
because Cantral Maine has not demonstrated
ol ' ; rha amaun> of fupl gtgoclk

-
-

otherwis
inventor
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6. Rate 3ase
Having determined these issues, the Commission finds

Central Maine's test year rate base as adjusted to De
$554,028,000. Table III shows the full calculation.

TABLE III

RATE 8ASE

AVERAGE FOR YEAR ENDED DECEMBER 31, 1979

($1,000)
;INE AMOUNT
ITEM - S -
A)J (3) L g
L. 2lant In Secrvice 637,377
2. Less: Accumulated Depreciation 170,
Less: Wyman Unic No. & Heaters
4, Less: Wyman Unit No. & Muffler
- Net ?lant In Secvice 464, 5453
8. Planct Held for Future Use 2,180
" S
? Investment in Joint Corpcrate Projects (_J\ - 34,247
‘ L g A N
a, Construction Work in Progress 1, " :"'” : et aly 55, 545
¢¢o®? M v&"-'"" 2L
oo " . b T » - - z - -
9. working Capital Requirements o ap! = Fue L AT T 22, 764
h : ' 5\"20 ‘)’"t
Less: Non-Investor Supplied CapiZal () g’l-o) -
|
10. Customer Deposits s 309
Ll Accumulated Cefarzed Income Taxes 25,519
12. Reserve for I[njuries and Damages 3%0
. Customer Advances ols
Ls, Total Non-Investor Supplied Capital (27,233)
13. Rate 3ase $54,0238
1/lacludes Nuclear Fuel in Process and Less 1/2 Test Tear Amount of AFUDC
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i vrecertificacion ucsts

In regard to its precertification costs, the Company
originally requasted a five-year amortization to allow recovery
of the investment. In its brief, however, the Company requests
a five-year amortization and inclusion of the unamortized
balance in rate base, allowing its shareholders both a recovery
of and on their investment. This latter approach was suggested
by Staff witness Louiselle,™ although the Staff in its brief
has advocated simply a five-year amortization without rate base
treatment. B3IW has argued that the expenses could be totally
disallowed because of CMP's alleged lack of good faicth in
pursuing the project or, alternatively, that the Commission
either disallow 40% of the costs, since the Company was
allegedly imprudent in failing to procure a commitment from
propcsed joint owners who would have owned 40% of the plant, or
disallow all expenses incurred after March 31, 1973, the date
on which the Company first became aware of the fault. This
latter suggestion is the approach mcst strongly recommended by
3IW and it includes an amortization period or 15 years with no
rate base Creatment.

The Maine Committee has argued that the costs be disallowed
entirely because the expenses were incurred for plant which
never became used and useful. Alternatively, the Maine
Committee suggests that the expenses be amortized over 30
years. rinally, Mr. Emil Garrett, who was allowed intervention
status solaly with regard to this issue and the question of
treatment of the uranium enrichment contract, contends that the
expenses should be disallcwed entirely on the grounds that the
auclear plant never became used and useful and that the
Company's actions with respect to the plant were imprudent.

Mr. Louiselle suggested an amortization period of ten years.

v

3IW witness Ileo suggested amortizing the total costs over
30 years.
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3ased upon our review of the Company's acticns as
demonstrated by the record in this case, the Commission
concludes that CMP's actions with regard %o incurring expenses
on the proposed nuclear plant were not irmprudent. We further
find that, as a matter of policy, the risks of the project must
be balanced between the ratepayers and the shareholders. The
Commission, therefore, finds that the costs will be amorcized
over five years, but that the unamortized portion will not be
included in rate base. We al:o exclude AFUDC from the costs ©o
be amortized.

Between early 1974, when the Company first announced its
plans to comstruct the Sears Island nuclear generating stationm,
and March 31, 1975, when the Company first became aware of the
existence of the fault, CMP expended 32,423,744 in engineering
costs, including $280,997 of AFUDC. nose costs, and octhers
which have been allocate o the Sears Island coal projects,
were incurred at a time when the Company perceived no
impediment to its construction of the nuclear project. The
costs are attributable to the preliminary studies and work
necessary to obtain licensing and regulatory approval. We find
nothing imprudent about the Company having incurred preliminary
costs when there was nc reason to anticipate any difficulties
with proceeding with construction of the plant.

In March of 1975, a magnetic survey of the site for the
proposed plant revealed the possibility of the existence of an
ancient tectonic fault within 2,000 feet of the proposed
location of the reactor containment building. The following
week the Company began digging trenches to confirm the
existence of the fault. By mid-April, the Company decided to
hal: major work at the site. From April 18, 1975, until che
final decision to cancel, the only work performed was that
necessary to keep the project viable, such as continuous data
gathering. On April 25, 1975, the Company informed the NRC by
letter of the existence of the fault. The Company then entered
into a series of discussions with the Staff of the NRC to
detarmine whether the fault would be considered '"capable” so as
to preclude all possibility of comstruction at that site.

The initial informal reaction from the NRC staff was that
the fault would not pose a problem. There appear to have been
further communicacions with the NRC, however, including visits
to the site by NRC geologists. In December of 1975, the NRC
advised the Company to delay any request for a waiver of the
regulations governing the definition of a capable fault. It
appears, therefore, that the Company at that time had exprassed
concern over the viability of the Sears Island site. On
July 12, 1976, the Company ultimately fi'ed a petition with the
NRC to change the regulations. aApparently, the Company had
been told to go ahead with its pecition by the NRC, although
the record does not establish the date when this occurred.
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On December 1%, 1976, the Company received the first direct
expression from the NRC staff that the Sears Island fault would
not be exempted from the NRC's regulation. In late January of
1377, the Company decided to abandon the project and made an
announcement to chat effect. Several months later, the NRC
formally denied the Company's July 12, 1975 petition.

Upon its decision to abandon plans for a nuclear plant at
Sears Island, the Company originally allocated the
precertification costs now sought to be recovered tO an account
for a nuclear project at Richmond. The Company no longer
anticipates building a nuclear plant at Richmond and, in fact,
the precertification costs now have no value since changing
regulations and technological advances have rendered obsolete
the architectural and engineering work done for Sears Island.
The Commission finds that it is reasonable for CMP to attempt
to recover the costs at this time.

Given the existence of the fault and the changing political
and regulatory environment relating to nuclear plants, any
decision to proceed with the project would have required
massive expenditures coupled with delays and uncertainties over
the eventual resolution of the question whether the plant could
be built. Under the circumstances, the Company's ultimate
conclusion appears reasonable. Nor does there appear Lo have
been unwarcranted delays before the Company finally abandoned
the plant. From the time the fault was discovered until the
project's cancellation, the Company maintained contact with the
NRC staif, albeit informally, and kept abreast of the NRC's
opinions concerning potential problems in obtaining approval of
rhe site. In view of the NRC's initial reaction to the
existence of the fault and its advice to CMP to hold off on
filing the petition for a change in the regulations, we cannot
find that the Company's decision to abandon the plant was
unduly delayed.

Finally, we cannct conclude that the Company acted
unceasonably in failing to obtain other owners for the plant.
CMP had originally anticipated selling 40% of the plant's
capacity but, by the date of cancellation of the project, no
potencial owners had become contractually committed. According
to Mr. Webb's testimony, the Company engaged in "preliminary
discussions'" with potential owners, although it was never made
clear when the attempts to find joint owners commenced. When
the faulr was discovered, the Company felt that it was unabdle
to pursue joint owners since CMP was unable to provide a
"soncrets proposal." GCiven the existence of the fault and th
detariorating prospects that the plant would be built, it
appears unlikel; "hat joint owners could bhave been
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cbtained even had CMP pursued its prel zzna-' ownership
discussions more ac»*"ely While the plant mlvhc have appeared
more attractive pri ior to the discovery o: the rau$c we cannot
conclude that CMP's failure to obtain joint owners dur11g the
year following announcement of the plant was unreasonable

We now turn to the policy question of how to treat the
costs incurred. We find that when a project is abandoned and
ao imprudence has been demonstrated, it is equitable Co
allocate the costs of the project between the shareholders and
the ratepayers. In our view, the most equitable method of
allocation is to allow the shareholders a return of their
investment but not allow any return on the investment. In
Re Virzinia Electric and Power Co., 29 . 'R 4th 65
(Va. St. Corp. COum L979), the Vx~gin;a Commission considered
how to treat losses incurred by VEPCO as a result of the
cancellation o: tvo nuclea; units. The Commission in that case
concluded that VEPCO's management had acted reasonably in
cancelling the p’ants and allowed VEPCO to amortize its losses
over ten years. The Commission rejected the Company's request
to include the unamortized balance in rate base. The
Commission stated that,

Traditional business practice, as well as economic theory,
demands that the *atooaje s not bear this entire Investment
burden. The fact that VEPCO is a regulated monopoly does
not mean, and has never meant, that the ratepayer rather
than the investor must bear che investment risks. [The
nuclear units)] were never used and useful to the ratepayers
and, after the cancellation of the project, there is no
hope or promise that they will ever be used or useful

Under these ciccumstances equity demands Phac VEPCO's
investors must accept some of the risk of [the units] be

[sic] forfeiture of any claim to an expecced return on the
investment. Id. at 81.

This approach is consistent with the aoproach taken in other
jurisdictions with :‘ga:d to p’anc prematurely abandoned, see,
e.2., Public Service Commissiocn v. Vor-“wns' Natural Gas Co.,
32 PUR 3¢ 355, 359 (Wash. Pub. Serv. Comm n. 1L9658), and
conforms to this Commission's own previously expressed concerns
over the equitable distribution of gains and losses between
ratepayers and investors. See Casco Bav Linmes, Inc. v. Public
Utilities Commission, 390 A.2d 433, 434-50 (Me. 1973).
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In Re San Diegzo Gas and Electric Company, 3l PUR 4cth 435
(Cal. Pub. UtiL. Comm n. 13/7), the California Commis..on
amortized non-site related costs™ of an abandoned nuclaar
project without tate base treatment, stating:

While we are cognizant of the carrying costs of money, on
the one hand, for any project or cost not given rate base
treatment, on the other hand, we are also concerned about
the burden we are placing on the ratepayers {0 pay for an
abandoned project. While the burden on the sharenolders is
substantial, the burden on the ratepayers is also
substantial. We believe that adherence to our past
practice of allowing recovery of abandonment costs from
ratepayers while denying rate base treatment is an
equitable solution to a difficult problem. Id. at 449,

In addition, the Commission exzluded AFUDC from the amount to
be amortized on the grounds that,

Allowance for funds during construction covers the
investors' risk when a project is undertaken and carried
through to cempletion. When a proposed project is
terminated, and siting and site-related costs are included
in plant held for futire use and/or amortized, it is proper
to exalude the AFUDC allowance for investor risk because
the project did not come to fruition. Id. at 447.

When a plant becomes used and useful, the shareholder is
ordinarily rewarded for his risk by being allowed both a return

of AFUDC, through depreciation, and on AFUDC, when it is
capitalized and included in rate base. The AFUDC amounts in
the present case, however, represent the cartying costs borne
by the inve.tor of a project which will never become used and

.

useful. While we recognize that the shareholders have, in the
present case, been shouldering all carrying costs so far, a

Sire-relaced costs were included as land neld for future
use, apparently because of the utilicy's financial
condition which included an alarmingly high level of AFUDC
and continuing interestc ¢ .- age problems.




- 39 - Dockert No.
Docket Jo.

[0 5+

0=
0=

(& 1 IR}
Qyun

reasonable balancing of the burden of this abandoned project
requires that the shareholders continue to do so. OQur present
decision adheres to our policy of not allowing recovery of
AFUDC as a current cost and represents an equitable
distribution of the risk that a project will not be completed.

We finally find that a five-year amortization period is
appropriate. The Company's actions cannot be deemed
imprudent. We therefore concur with Staff witness Louiselle
that an asset with no intrinsic value should, absent rate base
treatment, be written off as quickly as possible. The
five-year period allows for a reasonably swift write-off
without an overly great impact on rates. Accordingly, we

giffgase test year net operating income by $317,000 to reflegt
ur 1l - A"

b. Uranium EZnrichment Contract

Cantral Maine has also requested working capital on
$671,820 including approximately $500,000 of AFUDC, to allow
izs shareholders to earn a retutn on the unrecovered balance of
prepayments made to the United States Government under a
uranium enrichment services contract. During the course of
these proceedings, the Company was able to sell the contract
and is about to receive a net payment of $3,334,180.% Prior
to the sale, CMP had requested that the entire anount be
amortized over five years.

A review of the record reveals that the Company's acticns
in signing the contract were not imprudent. The coniract was
signed in June of 1974, shortly after the original announcement
that CMP intended to proceed with its nuclear project. While
the Company committed itself under the contract well before the
preliminary work on the project had been completed and
subjected itself to the risk--which ultimately materialized--
that the project would have to be abandoned, the Commission
concludes that the Company acted reasconably at ~he Cime.

1980, tt2 Company stipu
ion is her~by deemec to be part
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At the time the contract was signed, CMP had committed
itself to going forward with a nuclear project at a time when
many other utilities were announcing their plans for similar
projects. As Mr. Webbd testified:

Schedules were extremely difficult at that time. Work
loads for electric--for architect- =ngineers, for designers
of reactorvs, for the enrichment process, the schedules were
filling up, and the only way that we could place ourselves
in the scheduling line to provide fuel for that planned
reactor was to sign that enrichment contract at that time.
There's one other further thing, and that is that--chat
the--ERDA was running out of capacity and they had informed
us that they were about to shut off the acceptance of any
enrichment contracts, and shortly after that announcement
or shortly after they informed us of that, they published
in the Federal Register that they are in fact discontinuing
accepting earichment contracts. The reason thay were is
'cause they ran ocut of capacity. They couldn't accept any
mora. We wers forced into signing that contract in order
to have a viable project.

Given the Company's decision to proceed with a nuclear plant
and the time at which that decision was made, CMP's signing the
contract was reasonable.

The Company began its attempC €O sell the contract shortly
after its decision to atandon the project. Those attempts
appear to have been diligent and, in fact, have now paid off.
Having determined that the Company's actions with regard to the
contract were reasonable, we are confronted with the question
of what, if any, rate treatment is to De accorded the
unrecovered balance of costs incurred under the contract.

As noted in the preceeding section on pre-certification
costs, we have found that the appropriate method to treat the
prudently incurred costs of an abandoned project is to allow a
return Oof, but not on, the shareholders’' investment. Here, the
shareholders will be recovering the major portion of their
investment immediately and will, therefore, recover their costs
much faster than they would under an amortization. A balancing
of interests between shareholders and ratepayers leads us to
conclude that it is unnecessary to 3ive further consideration
in this case co treatment of the balance remaining unrecoverad
at this point in time. Should any portion of the unrecovered
halance remain when the Company next files for rates, Cthe
Company may rtequest that an appropriate allowance be made.
Consistent wich our treatment of AFUDC in regard to the
pre-certification costs, g maks g adiusinect .ty allow for. '
recovary of the appzoximately $500,000 of AF!"JC.

—— ———
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2. Decommissioning

Central Maine owns 38% of the stock in Maine Yankee Atomic
Power Company which operates the nuclear fueled generating
facility at Wiscasset, Maine. This facility commenced
operation in 1972 and has an estimated useful life of thirty
years. Maine Yankee, therefore, will complete its depreciable
life in the year 2002. The owners of Maine Yankee are
responsible for the safe disposition of the facility. Thus,
Maine Yankee will begin billing the owners in 1981 for the cost
of decommissioning which is estimated to be $57,311,000.
Central Maine's share of this cost is 31,009,749 annually.
Consequently, Central Maine has asked ror revenues in this
proceeding to cover its share of these costs.

Maine Yaikee has advised Central Maine that it has selected
prompt removal and dismantling as the method of decommissioning
the Maine Yankee plant and further that it intends to attempt
to establish a non-taxable trust to hold the funds collected
for decommissioning until they are needad for that purpose.

The Commission favors the idea of segregating the funds for
¢acommissioning. The funds collected for such purpose should
be segregated even if Maine Yankee is unsuccessful in
establisning a non-taxable trust. In light of the lengtny ‘
seriod until decommissioning occurs, the Commission anticipates
there will be revisions in the cost estimates and modifications
or refinements of the modes of decommissioning. Nonetheless,
the Commission is of the opinion that collection of funds for
decommissioning should commence as scheduled by Maine Yankee.

Maine Yankee is a corporation with a single asset, a
nuclear fueled generating facility which has already been in
service eight years. During the past eight year period, Maine
Yankee's owners have not been billed for decommissioning
costs. Such costs it appears now will be incurred at the
conclusion of the facility's operational life. Current
ratepayers are receiving the energy generated by the facility
and in the Commission's view it is appropriate that current
ratepayers contribute to the decommissioning fund. The
Commission is aware that the Maine Committee and Bath Iron
Works disagree. However, postponement of dealing with this
issue merely shortens the time within which the fund must be
accumulated which may well result in future ratepayers paying
relatively higher charges for this purpose.

There appear to be two issues as to the amount of the
decommissioning adjustment which CMP seeks. First, the Staff
contends the $57,511,000 share of Central Maine should De
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reduced by the amount of the 25% contingency which has been
included in the study prepared by Nuclear Energy Service, Inc.
The Staff contends that the contingency has not been
quantified, that technological changes aay reduce the cost, and
that the decommissioning process after experience will De more
efficient. Consequently, the Staff urges that an amount for
the contingency fund should not be allowed. We believe the
Staff's position is well reasoned and we cannot say that it is
flawed. However, because of the lack of experience with
decommissioning, the nacture of the goals of decommissicning,
and the importance of adequate provision therefor, we believe a
contingency allowance is appropriate. AL this point we are not
prepared to find the request for a 25% contingency allowance
unreasonable. Moreover, this issue, along with other relevant
igsues can be reviewed periodically and, if necessary,
adjusted. The Commission therefore rejects the Staff argument
and does not eliminate the contingencv allowance.

CMP has computaed its estimate for decommissioning expense
in today's dollats which, if invested, would provide a margin
to cover inflation. As Mr. Louiselle pointed out, however, the
cost of capital and hence the return, is greater than the rate
of inflation. Thus, in addition to protection against
inflation, the investor requires a return that reflects pure
{ncerest as well. Mr. Louiselle testified that the funds would
most likely be invested in government securities. Therefore,
the return earned will reflect both inflation and pure
interest. Pure interest is generally believed to be in the
area of 2.5% to 3%. Therefore, Mr. Louiselle calculated his
adjusctment by computing the amount which, if invested at a 3%
annual compound rate, would produce, in the year 2002, Central
Maine's share of the decommissioning costs. The Commission
accepts this adjustment and reduces net operating income by
$344,000.

‘A

3., Nuclear QOutage Insurance

Certain electric utilizies have organized a mutual
iasurance company to provide .urance coverage against the
extra expense incurred in obt. 1ing replacement power during
prolonged outages of nuclear powered generating units caused by
accident. The mutual insurance company, Nuclear Electric
Insurance Limited (NEIL) is a Bermuda Corporation. Central
Maine proposes to reduce test year net operating income by
$431,000 to reflect the expense of annual premiums for
insurance against the extra expense incurred in obtaining
replacement power during prolonged accidental outages of
nuclear generating facilities. The Staff, Bath Ironm Works and

-

rhe Maine Committee contend this reduction should be
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disallowed. 3ath Iron Works and the Maine Committee f2el the
benerits of the coverage offered are outweighed by the costCs.
The Staff sugzests the same conclusion, but in 2 more carefully
structured way. The Staff appears to agree that this i.surance
proposal appears costly when weighed against its benefits. Yet
the Staff acknowledges there is lack of clarity with respect o
the proposal and urges that a fully informed decision cannot be
made without further amplification and clarification.

The following terms are included in NEIL's proposal:

The premium is based upon NEIL's perception of the average
risk of all units potentially covered by the policy rather than
a risk assigned to Connecticut Yankee, Maine Yankee, Rowe
Yankee and Vermont Yankee, the four units in which Central
Maine has an ownership interest. “This measure, as opposed o
rating po’ ntially covered units individually, cf course,
prejudices participants owning safer units.

There appears to be no coverage if a nuclear unit is shut
down by order of a goveramental agency, graducl auélear
contamination, contamination from a source external to the
plant, ovdinary wear and tear or a law requiring comstruction
¢t repairs resulting from the shutdown.

It is unclear whether ther2 is coverage if contamination
results from an Act of God. 1If there is such coverage, it is
available only on payment of an additional premium. It is also
unclear that there is coverage of accidents such as occ rred at
Three Mile Island.

The only coverage which appears certain results from
outages occasioned by sudden internal release of nuclear
contamination within the unit.

There is no coverage during the first 25 weeks of a
shutdown regardless of its cause. For the following year there
is full benefit and the succeeding year one-half Denefit.
Thereaiter, there is no benefit. The Staff witness,

Mr. Lotiselle, noting that the unscheduled outage of Maine
Yankee aould cos: $334,000 each day and Central Maine's share
of Maine Yankee would result in a maxinum benefit payment of
$743,000 per week during the first year of benefit and $372,000
per week during the second ear of benefit, testified that the
insurance proceeds would cover only 28% of Central Maine's
additional fuel cost during the firet year of any outage and

14% during the second. Moreover, Mc. Louiselle testified that
given the level of premiums and the potential liability per
unic, the naximum number of events that would dDe covered during
the coverage period is 1.63, or 2.4% of the units for which

coverage {s available.
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Central Maine's annual premium for its ownership interest .
in four nuclear generating facilities is $§824,319 and for the
firat year there is an additional 13% reserve premium of
$107,151. Moreover, if losses exceed NEIL's accumulated funds,
participants are liable “.. a retrospective premium of up to
five times its annual premium. Central Maine proposes to
continue collecting each year the 13% first year reserve
premium to meet any future liability it might incur for the
retrospective premium. Though NEIL can cancel the policy at
any time, such cancellation does not affect the insured's
liability for the retrospective premium adjustment for losses
while insured. For Central Maine the retroactive premium
ad justment could amow.: to $4,1C0,000.

Several questions were raised by Mr. Louiselle with respect
to this policy such as whether Three Mile Island I and Il wouid
be covered, the circumstances under which the retroactive
oremium assessment can be invoked, and the basis for the
financial limits of such an invocation.

The only case in which this issue has arisen previously was
brought to the Commis-ion's attention by the Staff. A Maryland
case, In the Matter of che Application of Baltimore Gas and
Electric Comnany, for Revisions in its =lectric, Gas and Steam
Rates, Order No. 8443l (Md. P.U.C. L38U) disallowed an .
adjustment to cover policy premiums because of a Yack of
information. While the Commissior does not reject the idea of
such insurance as a matter of principle, the way this
particular policy is presented calls into serious question
whether the benefits the ratepayers receive justify the cos"s.
Based upon the presentations and information in this record the
Commission cannot find that NEIL's proposal is clearly
attractive enough to justify a finding thar the cost of the
premiums are a just and reasonable ratema:.' g expense. S8l
4 z2ason, the C (551 {gallg Test v

net acing i1ncome, therefora i r i by
‘Cenc:af Maine seexs.

4. Cost Af the Stone and Webster Study Concerniig Maine Yankee.

During the test year, the Maine Yankee generating facility
was shut down as a consequence of a Nuclear Rejulatory
Commission order. Stone and Webster conducted an engineering
study as a result of the shutdown. Maine Yankee bil%ed Central
Maine and Central Maine paid $423,221 for Central Maine's share
of Stone and Webster work. . iocludaed thig i

ics cost of sarvice as purchaseg pQwer expense. ‘

: - -
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It has been contended that this study is a non-recurring
cost and therefore should not be included in Central Maine's
cost of service. Central Maine agrees that this particular
Stone and Webster study is unique and non-recurring. However,
Central Maine contends that there will be future studies
because 2f the current scrutiny to which the nuclear industry
is subject and that this Stone and Webster study is
representative of them.

The Staff witness, Mr. Louiselle, testified that .f this
Stone and Webster study is similar to others that will be
undertaken and reflects the normal level of expense, then no
ad justment would be warranted. Because Central Maine did not
provide Mr. Louiselle with essential information regarding
whether future studies would be required at Central Maine s
expense and if so, whether the 1979 Stone and Webster study
reflects a normal amouut of expense, Mr. Louiselle prupoced an
ad justment increasing net operating income by $212,000 because
of the nor-recurring nature of the tesi year study.

Central Maine contends the issue can be resolved by common
sense which dictates ''that the owner-operators of nuclear
plants will be making additional engineering studies in the
aftermath of TMI [Three Mile Island]."

The Staff contends that Central Maine has not sustained its
burden of proof. See 35 M.R.S.A. §6%, §307.

The Commission agrees with the Staff. For ratemaking
purposes, the Commission believes the utility has the
responsibility of demonstrating that such costs are normal.
Mor~ specifically, the Commission believes the utility has the
bu .en of demonstrating that future studies will be conducted
and thac they will be conducted at an annual cost that tbhe
utility proposes to include in its test year revenue
requirement. Central Maine has done neither here, and for that
reason She Compmission asceolie—she—adiusiment increasing nar.
operating income by $212,000 which the Staff proposes.

S. Storm Damage

Central Maine incurred storm damage expense in the amount
of $1,450,422 during the 1979 test year. Included in this
exXpensy~gTYe rthe abaormally high costs of storms in January and
September. Central Maine proposed an adjustment which would
increase net operating income by $234,647 to normalize this
t2st vear expense. S e—.
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Central Maine's adjustment is based upon a separate
analysis of payroll and non-gaytoll storm damage expenses
incurred during the years 1974-1978. The payroll costs of each
year were separately "indexed", that is, each year's cost was
increased by a ratio of total labor for 1979 to total labor for
the year in question. For example, the index value Central
Maine assigned to 1974 storm damage labor was 1.524 which means
that Central Maine increased 1974 labor by 52.4%. The method
was used for computing payroll costs for other years. The
method of indexing non-payroll costs was comparable to the
method of indexing payroll cost. The result of this method is
that average yearly indexed storm damage expense for 1974
through 1978 was $817,069. The difference between this five
year average and 1979 storm damage expense is $633,3533.

Central Maine contends this difference is extracrdinary and

should be amortized over five years. Thus, Central Maine would

decrease test year storm damage expense by $506,682, and it

would increase gross income by that amount. After the tax

§§§3c2.7chis ad justment would increase net cperating income by
4,647,

The Staff rejects Central Maine's adjustment for two
reasons. The Staff contends Central Maine's "indexing" method
is flawed. The method reflects all changes incurred with
respect to Central Maine's labor and not just the changes in
sentral Maine's wage rate. In other words, the 52.4% increase
in payroll expense for 1974 :cepresents not only the increase in
actual wages, but also the addition of new employees to the
Company payroll. The Commission agrees with the Scaff that
proper "indexing" of the payroll portion of historic storm
damage expense should be confined to increased costs attributed
only to changes in wage rates. Such "indexing" should not
include increased costs attributed to an increased number of
employees. To include such cost results, in our judgment, in
an erroneously high index rate and annual costs.

Moreover, the Staff rejects Central Maine's adjustment
because it claims the test year 1979 storm damage expanse was
abnormally high and that to include the abnormal expenses in
Central Maine's five year average does not reflect normalcy.

The Staff developed its adjustment by using a 1974 through
19/8 average of actual storm damage expense. The average
expense for these five years was $629,745 or $820,677 liss than
the 1979 actual experience. The Staff oroposes *n allog :
the Company to recover this excess over [l ¢ years at ‘!i!'!i’
each year. The resulct of this adjustment is an increas
test year net operating income of $329,964--rounded up to

920,677‘/6{/3§ = 229, %4
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6. Edison Electric Institute Brochure

The Edison Electric Institute, an association of electric
companies, has prepared a brochure entitled "You and Your
Electric Company' for which Central Maine expended $792 for
3,000 copies during the test year. The Maine Committee
contends, citing Chapter 83, Sections 1l(c) and 5(c) of the
Commission's Rules, that the brochure constitutes institutional
advertising and consequently should be disallowed as an
operating expense for purposes of ratemaking.

The Commission has reviewed the brochure and would agree
with the Maine Committee. The brochure is largely
informational, but interescing as that information may be, the
brochure leaves the Commission with the impression that the way

. some of the information is presented comnstitutes institutionmal
advertising and in some cases political activities, as that
phrase is defined in Chapter 83, Section 1(B).

For example, the brochure states,

) "Electricity remains one of the best buys in most family
budgets, according to the Bureau ol Labor Statistics
(BLS). Although the cost of electricity is rising, it
remains a relatively small part of a family's expenses,
ranking among the lowest expenses at 2% of the typical
budget, compared with food which ranks first at 17%";
(emphasis ours) "...the price of electricity decreased
steadily until 1969 when it reached 2.09 cents a KWH, an
all-time low average for residential service. Then,
however, rates started a gradual rise, due lar§elv to the
higher costs of buying fuel and materials, Dul ing new
generating plants and borrowing money - the same
inflationary pressures affecting the entire economy.
Meering rizid savironmental regulations also increased the
cost of doing Dusiness. ' (empnasis ours)

One need not question the accuracy of these facts to
recognize that they suggest that the utility industry should
. anot be held accountable for increases in the price of power.
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This is an effort to persuade the public that the
respensibility for these increases lies elsewhere (as well a
large part of it may) and thus improve the public's perception
of the corporate entity to which it must render these higher
payments.

As for political activity, as defined by Chapter 83,
Section 1(B), the brochure contains a discussion of various
ucility rate designs and design features. The only rates with
respect to which a disadvantage is unstated are declining block
rates and flat rates. Taken as a whole, the discussion of
various alternative rates carries the clear suggestion that
declining block rates are rationally based on costs, whereas
various alternatives or modificatio~s thereof are either
unrepresentative of costs or will result in increased costs of
service due to metering investments and the like. These
arguments are not presented in a strident or exaggerated
ma.ner, but they express a preference for one out of many
policy choices available for the resolution of an issue that is
being actively debated by the public and by its appointed and
elected policymakers in various governmental bodies.

Moreover, notwithstanding the current, sometimes heated,
controversy concerning nuclear energy, the brochure casually
notes: ""Nuclear power is needed to reduce dependence on foreign
0il, to serve the energy needs of an expanding population, to
protect the environment and to preserve remaining natural
resources of coal, oil and natural gas" and later that ''the
basic difference between nuclear power plants and fossil fuel
plants is the fuel”.

The Commission does not suggest that Central Maine should
not expend money promoting its ideas or promoting the corporate
image or goodwill of it or the utility industry. The
Commission Rule, however, proscribes the inclusion of such
expenses in the cost of service. Where the thrust of an
expenditure by a monopoly is to improve its public image or
promote its views on public policy choices, the Company's
ratepayers, who have no choice but to purchase their services
at a fixed price from this entity, should not be forced to bear
those image-building and political advertising costs.

of the 300 brochures is

ne cost

-

lncreases net operating income Oy
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7. Allowance For Funds Used During Construction

In Re: Central Maine Power Company, 25 PUR 4th 3838,
(Me. P.U.C. 197/3) the Commission derined construction work in
progress (CWIP) and an allowance for funds used during
construction (AFUDC). CWIP is the cost of utility operating
property in the process of construction but not ready for
service at the date of the test year balance sheet. AFUDC is
the capital cost associated with CWIP during the time prior €o
the plant being placed in service, that is, prior to the time
it becomes revenue producing.

There are several issues which arise in connection with
CWIP? and AFUDC treatment in this case.

Central Maine urges that 25% of certain construction
projects, that is, CWIP, for a total of §9,114,227, be included
in rate base with no accrual of AFUDC. The remainder of CWIP,
CMP contends, should be included in rate base with AFUDC
capitalized at a "net" rate, that is, at the allowed fair rate
of return less the income tax effact of the interest component
of the fair rate of return.

The Staff, Bath Iron Works, and the Maine Committee contend
that all CWIP should be included in rate base with AFUCT
capitalized at a '"gross' rate, that is, at the allowed fair
rate of return.

Because adding CWIP to rate base, ard thus increasing the
return required, is offset by including AFUDC in Che test year
return earned, the result of the position of the Staff, Bath
Iron Works and the Maine Committee is approximately the same as
excluding CWIP? from rate base. It does not require a rate
increase.

On the other hand, Central Maine's position,
understandably, does increase the required company revenues.
This increase results for two reasons. First, Central Maire
would include 39,114,227 of CWIP in rate base, thereby
increasing the return required without AFUDC accrual. Thus,
the increased return requirement would not be offset by a
corresponding increase in the test year return earned. Second,
Central Maine would increase rate base with the remainder of
CWIP thereby increasing its required return, but it would
offset the remainder of CWIP with an accrual cf AFUDC at a
"net" AFUDC rate. Since the "net" rate is less than the
allowed fair rate of return, the proposal increases the return
requirement by an amcunt larger than the amount AFUDC increases
the return earned. Central Maine's position, thus, increases

the Company revenue requirement.
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There are essentially three points which the parties debate
in addressing these positions--whether Central Maine's
customers should pay at present the capital costs associaced
with a utility plant under construction which will not be
operational until some future time, whether it is necessary for
Central Maine to receive cash earnings now as opposed to AFUDC
earnings in the future in order to maintain its financial
integrity, and finally, whether it is more economical for
customers to pay the capital costs at the present time rather
than in the future when the plant is providing them with
electric service.

Central Maine contends that its "existing customers
concribute to the need for new facilities and benefit through
the construction of new facilities and should, therefore, pay a
portion of the capital costs of on-going construction
programs.”" While it is true that some existing customers make
some contribution to the need for new facilities, in the
opinion of the Commission it does not follow that existing
customers should pay the capital costs for a plant while it is
under construction.

Decisions of this Commission have held that customers
should pay the capital costs associated with CWIP when the
facilities are used to provide them with service. For example,
in Re: Central Maine Power Co., 26 PUR 4th 388 (Me. Pub. Util.
Comm ' n. 137/8) the Commission neld, "it is our view that the
customers who should pay for the cost of generating facilities
are those who are served by those facilities." Id. at 402

Both Dr. Ileo, who testified on behalf of Bath Iron Works,
and Mr. Louiselle demonstrated the soundness of this holding.
Dr. lleo pointed out that customers' usage patterns may vary
over time and those current customers whose usage declines over
=ime would be called upon to pay more than their share of the
revenue requirement increase resulting from allowing a return
on CWIP. y contrast, other customers who have low usage now,
but who will use more electricity in the future, will pay lower
capital costs than their usage pattern would require. "For
example,” Dr. Ileo observed, 'the usage characteristics (XW and
KWH) of a retired couple today are likely to be much different
than their usage characteristics were 10 years ago when they
were working and some of their children were living at home."
Finally, Dr. Ileo urged that the transfer of capital cost
burden from future to present ratepayers is improper because
CWiP is largely composed of projects with fairly long
construction periods, and the mix of customers which will be
served is apt to be considerably difierent from the mix that
existed at the time the project was initiated.
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Mr. Louiselle pointed out that all costs incurred in the
construction ¢f a generating facility are paid by the utility
when they are incurred. However, the utility industry and
investors have singled out capital costs and seek to have only
those costs included in utility ratemaking revenue requirements
prior to the time period when the facility is operatiomal. In
other words, all costs of labor and materials incurred in
constructing a facility are returned to investors through
depreciation expense over the useful life of the plant. But
for acccunting convention, which treats capital costs on the
income statement as income, there is no reason to treat capital
costs differently from any other costs. As Mr. Louiselle
observed,”...[H]ad construction-related capital costs like all
other construction costs beea charged directly to construction
where thay belong and rcc included in the income statement,
this issue would never have arisen."

Thus, the Commission does not believe today's customers
necessarily should pay today for a portion of the on-going
construction program just because they will benefit from the
facilities when they are operational or because they may
contribute to the need for the new facilities. As Staff points
out in its reply brief, such "capital costs are precisely the
sort of costs that are supposed to be supplied by the Company's
investors, who are, after all, paid for that investment through
a return on equity or interest on debt. 1If the Company wishes
to charge present ratepayers with the cost of future projects
why should it bother to seek investment capital at all?"

Central Maine takes the position that the inclusion of
$5,000,000 of CWIP in rate base with no AFUDC offset and the
inclusion of the balance of CWIP in rate base with AFUDC
capitalized at a "net'" rate is "absclutely essential to the
financial integrity of the Company." The issue of financial
integrity was discussed more exhaustively in this case than it
has heen in any case before the Maine Commission.

Mr. Louiselle presented a most thorough study of the
financial implications of Central Maine's construction program
over the period 1980-1950. The study considered Central
Maine's construction program with and without the proposed coal
fired generating facility to be located on Sears Island. IC
considered capitalizing AFUDC at the '"gross' vate, the "net"
rate and at a ''zero" rate. Mr. Louiselle analyzed for the
period 1980-1990 the percent of Central Maine's construction
program financed internally, interest coverages, indenture
coverages, earnings coverages before and after taxes, the
percentage of equity earnings accounted for by AFUDC. Since
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the "gross" AFUDC rate places a greater strain on Central
Maine, it was these results that Mr. Louiselle analyzed. For
the period analyzed, he found the average ratio of internally
generated funds to construction expenditures was 43.5%. If the
proposed Sears Island facility were excluded from the
construction program, this ratio increases €O 67.3% of the
construction program being financed by internally generated
funds. He also analyzed interest coverage and determined that
even with Sears Island, the before tax earnings coverage is
above 2.5 for the period. Iudenture coverages would fall below
the minimum 2 x required in 1985, 1986, and 1987, however.
Thus, if the Sears Island facility were constructed, Central
Maine would be unable to finance its entire construction
program if the gruss AFUDC rate were used. 1f the "net" rate
were used or no AFUDC were used to offset CWIP, indenture
coverages d> not fall below the minimum required.

The final ratio which Mr. Louiselle studied was the
percentage of AFUDC earnings included in equity earnings. This
percentage covered a range from 30.7% in 1980 to 75.2% in
1984. The ratio is lower generally over the 1985-1950 period.
Without Sears Island these AFUDC ratios are reduced
si%nificancly. Mr. Louiselle reviewed for comparative purposes
1977/1978 financial indicators such as times interest coverage
before and after income taxes, AFUDC as a percentage of equity
income, the percent of the construction program internally
financed, and the rate earned on average equity of
Moody's "A" and "AA" rated electric utilities. Mr. Louiselle
concluded from his comparison that if Sears Island were
constructed and a "net" AFUDC rate used, Central Maine's
coverage would be '"close to the 'A' rated electric utilities."”
If Sears Island were not included in the construction program,
the results Produced by a gross AFUDC rate are superior to
those of "AA" rated electric utilities. Mr. Louiselle
rherefore concluded that the recsults of his study indicate that
"Central Maine can finance its comstruction program, including
Sears Island, on reasonable terms were it required to
capitalize AFUDC at a net rate. Were Sears Island not to be
constructed and not replaced by anmother project, CMP could

-

finance its program on reasonable terms were it required to
capitalize AFUDC at a gross rate.” While Mr. Louiselle used a
"nec" rate in his computation of his recommended revenue
requirement, taking his testimony as a whole he must have
assumed that the Sears Island plant or some other facility in
its place were to be constructed. The Staff does not make this
assumption. 1t takes the position that the "gross' AFUDC rate
should be used because at this time it is unclear whether Sears
Tsland (or some other project) will be undertaken. The Staff ‘
thus urges that "the Commission should not at present make a
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blind guess as to the future of the Sears Island Coal Plant and
should therefore continue its present practice [of using the
gross AFUDC rate] until that future is ascertained.”

The Commission agrees with the Staff on this point and thus
finds, consistent also with the positions of Bath Iron Works
and the Maine Committee, that Centrazl Maine can maintain its
financial integrity during the periud these rates are in effect
by using a "gross AFUDC rate" offsetting the inclusion of CWIP
in rate base.

Finally, there is the issue whether there are cost savings
to the consumer by paying for a portion of the capital costs
during the construction period rather than later over the
useful life of the plant. There are three ways the CWIP/AFUDC
issues may be handlead.

First, CWIP may be excluded from rate base, AFUDC
capitalized and not reflected in the cost of service for
regulatory purposes; second, CWIP may be included in rate base,
AFUDC capitalized and included in income; or third, CWNIP may be
included in rate base with no capiralizing of AFUDC. The
Staff, Bath Iron Works and the Maine Committee favor the second
of these approaches which has been historically accepted by
this Commission. Central Maine favors the third approach.

Mr. Louiselle provided the Commission with a demonstration
which shows that cge total dollar return of and on capical iu
the third alternative in absolute terms is less than that in
rhe first and second alternatives., However, the present value
of the return requirement at the beginning of the first year is
identical under each of three alternatives. The present value
of the return discounted at the cost of capital rate equals the
amount of the initial investment. Thus, investors should be
indifferent to which of the three methods is used.

Mr. lLouiselle also demonstrated that it is in the consumars’
interest to have construction-related capital costs capitalized
at no disadvantage to the investor. While Mr. Louiselle's
demonstrations assumed a single piece of plant, he observes
(WIP? is nearly always growing and under conditions of a growing
plaat the present values of the returns earned Dy investors are
the same under the three methods, the present values of the
revenues paid by consumers under the first and second
alternatives are less than under the third. Mr. Louiselle’s
conclusions in this respect are supported by the testimony of
Dr. Ileo.
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Originally Central Maine sought only to have 23% of average
test year CWIP on Seabrook Units No. 1l and 2, Millstone Unit
No. 3 and the Brunswick/Topsham Hydro Redevelopment included in
rate .ase without CWIP. After Mr. Louiselle testified that if
either the Sears Island coal-fired generating facility or scme
other facility in lieu thereof was to be constructed, the
financial integrity of Central Maine required the inclusion of
a "net'" AFUDC rate, Central Maine modified its position. Thus,
Central Maine contends that all CWIP which is not included in
rate base without AFUDC should be included at the '"net' AFUDC
rate. As earlier observed, the effect of the "net" rate is to
transfer some of the capital costs of the plant to today's
ratepayers.

This issue has previously been before the Commission in
Re: Central Maine Power Co., 15 PUR 4th 455 (Me. Pub. Util.
Comm ' n. 13/6). 1In ctnat case the Commission declined to use the
net AFUDC rate. 1t used the gross rate and on appeal the Maine
Supreme Judicial Court held the matter was within the sound
discretion of the Commission. Central Maine Power Co. vs.
Maine Public Utilities Commission, 38<Z, A.<Zd 3UZ, 34l-44
(Me. 1%/3).

The Commission will not use the '"net'" AFUDC rate in this
proceeding. The Commission believes, as Mr. louiselle
testified, "as a matter of principle the AFUDT rate should be

equal to the fair rate of return.' Use of a race for AFUDC
less than the fair rate of recurn has the effect of shifting

the burden for this portion of CWIP from the future customers
to the current customers and, as previously discussed,.such a
shift is not now essential to the Company's financial integrity.

Central Maine contends it is inconsistent not to chartge
capital costs to present customers, but to give present
customers the benefit of the interest deduction for income tax
purposes on the interest component of the fair rate of return.

f this point, Mr. Louiselle testified, '"Conceptually, tax
deductions have value only if there is revenue against which
they can be offset. Since it is current customers who provide
that revenue, it is current customers who give rise to the
value of these intarest deductions; therefore, they should
receive the benefit." The Commission accepts this reasoning
and result as it did in Re: Central Maine Power Co., 26 PUR 4th
388 (Me. Pub. Util., Comm'n. 19/4d).

Having considered the evidence and arguments, the
Commission is of the opinion, for the above reasons, that CJI?
should be included in rate base and that the AFUDC shoulad be .
capitalized at the fair rate of return and included in income.
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A final issue concerns the computation of the AFUDC rate.
Central Maine uses the Federal Energy Regulatory Commission
(FERC) formula which results in the inclusion of all sho.t-term
debt in the AFUDC rate. Since this Commission includes
short-term debt in the fair rate of return, the inclusion of
all shorc-term debt in the AFUDC rate results in an excessive
avount of zosts being capitalized. To avoid these excessive
capital costs, the Commission accepts Mr. Louiselle's
suggestion which requires Central Maine to capitalize AFUDC
using a formula which does not assigr all short-term debt to
CWIP. ~The formula, stated by Mr. Louiselle, using the
nomenclature on p. 428 of the FERC Form 1 is:

1) Gross rate for borrowed funds:

S D
s T F T+ P+ 0) ®- CERED R
2) Rate for other funds:
P W c

‘ P T U+ +0 S F 0 FP+0)

S, D, P, C represent the amount of short-term debt, long-term
debt, preferred stcck and common stock respectively and s, d,
p, ¢ represent the cost rates of these securities.

The Commission adpts this formula.

8. Pro Forma Interest Expense

In computing it: adjusted net operating income, CTMP made two
ad justments relating to its interest expense. The first
adjustment is a reduction of test year operating incore to
account for non-recurring intetrest expense incurred a a result
of the Nuclear Regulatory Commission ordered shu_dowi. of the
Maine Yankee Atomic Power Station. Because of the shutdown, the
Company 4 8, t0 purchase replacement power. Interest
v ere incurred becausc this Commission
ordered - Waine to amortize the fuel costs over a l7-month
period. When the non-recurring interest cost is eliminated, tax
increases, reducing test year operating income by

The Compa ad justment increased net
income by/35820,369 todaccount for the dilference

Mr. Howe testi
was computed
rates.

fied on behalf of the Company that tnis
by using the weighted average short-tarm
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between test year actual interest and pro forma interest
expense. [ computing this figure, the Company subtracted the
§925,565 £ig «re from its computed test ye~r interest. The net
effect of thease adjustments is to exclude ~he shutdown interest
costs from consideration.

Through the testimony of Mr. Louiselle, the Staff points out
that the same tesult can be reached without making an djustment
for the shutdown interest expense. Pro forma ircerest expense is
calculated by multiplying the rate base by the weighted cost of
debz. The aifference between the pro forma -mount and the test
year amout yields the figure used to adjusc net operating
income. All non-recurring interest expenses are automatically
excluded under this approach. We approve Mr. Louiselle's

approach and determi L net operating income shall be

adjusted upwards b* $594, 00070

9. Ncn-Recurring Test rear Purchase From Public Service of New
fampsnire

buring the test year, Central Maine purchased 90 MW from
Public Service Company of New Hampshire. The Contract will not
continue through L380, however, and Staff Witness Louiselle has

$%1,000 to remove the effect of the purchase. The Company does
IOE oppoTe this adjustment.

We agree that this purchase represents a non-recurring
expense requiring a normalizing adjustment to the test year.
Simils<cly, the Commission approves CQMP's proposal to decrease its

test ‘car net operating income by 33,606,372 to the gffact
of a salg of MW to Public Sexv ZETTOmoany sSipce that sale
I3 @ non-recurtiug event.

i

10. Non-Racurring Maintenance Expense of Wyman Unit Number Four

Central Maine originally included in its test year cost of
service $74,623 to recover maintenance expenses, not recoverable
by insurance, incurred because a condznser leak at Wyman Unit
Number Four introduced impuirities intc the feedwater system of
the plant. The Staff has recommended that this expense be
disallowed. The Company, in its reply brief, does not oppose the
Staff's adjustment.

Mr. Howe, upon cross-examination, admitted that the leak had
been corrected and was not expected to recur. Because the '

expense is non-recurrting, we recommend increasing test yeat t
perating income by 338,0067“-___*
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11l. Pole Attachments

Central Maine originally proposed that additional pole
rental charges, attributable to increased amounts of cha:$es to
CATV and telephone companies, be reflected in the Company's
attrition allowance. Th amounts are, in f krow
d

~ ompany, 1n its reply brier, agrees with this
ach. 4YWg ing=z e testC year pet operating income by

$256,000. ~— —

\__/

12. Residential Conservation Service Expenses

As a result Of the enactment of the National Energy
Conservation Policy Act (''NECPA"), Central Maine is required to
establish a residential conservation service ("RCS") program,
consistent w'th the Maine State Plan promulgated by the Maine
Office of Energy Resources.” See 42 U.S.C. §8201, et seq.
Under RCS, the Company is required to provide an onsite Class A
energy audit upcn the request of a residential customer. In
addition to the audits, the Company must incur costs to provide
for program announcement and publiciC{, to arrange for such
services as assistance in finding qualified installers and
suppliers of conservation measures and in obtaining financing.
to administes complaint conciliation, aad to keep records anc
administer the program. NFECPA requires that all costs incurred
for program announcement and publicity be treated as a current
expense bornme Dy all ratepayers. The remaining costs are to be
treaated by state regulatory agencies as a current operating
expense, and/or charged to the individual customer seeking
service, with the exception that individual customers cannot be
charged more than $15 per audit unless the State has petitioned
the Department of Energy for adoption of a "temporary
program.”™™ See 42 U.S.C. §8219.

P

That plan had been submitted to the Department of Energy
for its approval during the pendency of :rz hearings on
this matter. The record does not disclose whether the plan

has yet been approved.
* %

g

e

s §
S

C tecame effective June 30, 1980. See
t. B611.
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Central Maine has proposed a pro forma adjustment to the
test year of $1,927,782 to cover the costs of the program.
That figure includes $1,716,842 to cover the direct costs of
the audit, assuming a cost per audit of $70 and a response rate
of 7%. The other costs are broken down as follows:

Program Announcement $155,000
Training $4,000
Financing and Installation

Arrangements $17,940
Te lephone $9,000
Program Development $25,000

As part of its direct case, the Staff presented the
testimony and reccmmencdations of Richard E. Darling, Supervisor
of Conservation Programs for the Maine Office of Energy
Resources. Mr. Darling estimated that the prograr announcement
costs would be $86,000 and that the program administration
costs would be $61,500. After analyzing a range of audit costs
based on audits performed by various groups ranging from
utilities to independent auditors, Mr. Darling concluded that
the average cost of an audit was $95. The Commission adopts
this figure as a reasonable estimate. Noting that the response
rate varies depending on the cost of the audit, Mr. Darling
found that the response rate was approximately 1% where the
chqr§e to the customer was $60/audit. The rate was between 1%
and 3% where the charge to customers was $15/audit.

The Commission finds that a reasonable total program cost
is $258,000. 1In arriving at this figure, we adcpt the $86,000
figure for announcement costs and the $62,000 figure for
administration costs as reasonable estimates. Mr. Darling
stated that his program announcement figure included an
allowance for a separate mailing rather than mailing out the
announcement &s a bill stuffer. While mailing the announcement
as a bill stuffer might create some savings, the amount of
savings, if any, is unquantified. 1In addicion, it appears that
the large amount of information required to be contained in the
announcement precludes the use of a bill stuffer.

We also find that each customer availing himself of the RCS
audit should be charged $60 for the audit. Mr. Darling
testified that the "resulting savings to the elactric utilities
of implementing energy conservation measures through the RCS
Program are unlikely to equal the costs of the program." Since
less than 10% .f space heating and 30% of water heating is
supplied by electric utilities in Maine required to implement .
RCS, the benefits to ratepayers which would accrue from




- 59 - Docket No. 80-25
Jocket NO. &U=hD

encouraging the type of conservation envisioned by RCS are not
$O great as to warrant spreading all the program's costs over
all ratepayers. There is no guarantee, moreover, that an audit
will necessarily lead to reduced elactrical usage. In
addition, allowing a utility to provide this service for free
or at a substantially reduced cost, would allow a regulated
utilicy to compete unfairly with private unregulated auditors.
The $60 charge represents 63% of the $95 average charge per
audit. «Weighing the benefits and costs of the program to all
ratepayers with the benefits and costs to the individual
customers utilizing the service, the Commission believes that a
65% allocation is reasonable. Moreover, the record ceveals
that there will be no significant difference in the number of
customers using the program regardless of whether the charge is
set at $15 or $60. The Company and its ratepayers will
therefore bear the remaining 33% of the audit costs.

Moreover, the Commission finds that it is reasonable to use
an average unifurm charge rather than to set the charges
individually based upon the actual cost of the audit. An
average charge will prove easier to administe. and will allow
the customer to make a rational decision regarding whether he
wants an audit since he will know the cost of the audit prior
to requesting one. While Mr. Darling recommended that a
customer be charged 654 of the actual cost, with a $100 ceiling
per audit, such a proposal would penalize the Company by never
allowing it to be reimbursed fully in those instances when the
audit costs exceeded $100. We find that an average charge will
eliminate this problen.

We recognize that the 360 charge is substantially higher
than the $15 charge which has been set as an upper limit by
Congress. Mr. Darling stated that in the event that this
Commission concluded that a charge higher than 315 was
reasonable, OER would petition the Department of Energy for a
"temporary program" which, if approved, would exempt the
Company from the $§15 ceiling. While such a temporary program
has not yet been approved, we feel that it is appropriate to
set rates based on the $60 charge. CMP will not begin to
implement the program until 198l. B3ecause the petition for the
temporary program may well be acted upon within %0 days of its
receipt, see 42 U.S.C. §8219, the Company will know whether the
$§60 charge 1s permissible well in advance of its implementation
of the program. Should the temporary program be rejected, QMP
is encouraged to file a complaint against itself pursuant to
35 M.R.S.A. §298 which could be acted upon in short order. The
Company will then be allowed to file new tariffs to cover the
increased costs of the program.
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regulation.” The Commission, therefore, increases revenues by

~3§+3§3-9“° which has the effect recommended by the Staff of
inCreasing net operating income by S§1,343,000.

15. Injuries and Damages

Central Maine has included in its test vear cost of service
$485,203 for injuries and damages which represents the actual
amount incurred for such costs. The Staff contends the
$§485,203 amount is abnormally high and in lieu thereof urges
that the Commission use the five year, 1975-1579, average of
the debits in the injury and damage reserve account. This five
year average is $§316,000. Central Maine contends that claims
against the Company can be expected to increase in the future
and therefore the actual 1979 ccst should be used for
ratemaking purposes. Nonetheless, Central Maine is less than
specific as to why it asserts future claims will be greater
than those of the past. The Commission has reviewed the
experience of the injury and damage account since 19568 and
finds that the test year actual cost is abnormally high. e
Commission, however, does not agree with the Staff chacospgs

. $316,000 five year average should be used. The $§315,000”amount
is substantially less than the experience in two of the last
three years. While we note that there has been no
uninterrupted upward trend of injury and damages, over the
years annual costs have tended to be higher. Having determined
that the 1979 actual experience is abaotmally high, we,
subscjiture therefor a three year, 1977-1979, average. That

Tegquic2s an ag,u nt

increasing net operating income by 343,000
\ -%50.w00 "és"l y. 9307

S— T
935,20
4

In Central Maine Power Co. v. Public Utilities Commission,
405 A.20a 153 (Me. [579) ('the L3/9 Central Maine decision ),
the Law Court reversed this Commission s disarlowance of
expenses associated with QMP's employee discount. Concluding
that a "regulatory commission owes a degree of deference to the
judgment of management in the establishment of employee
compensation packages,”" Id. at 173, the Court ultimately held:

16. Employee Discount

We need not, and do not, decide that the entire spectrum of
matters relating to employee compensation is beyond the
reach of the Commission's regulatory powers. We have

. clearly held to the contrary in the past. [Citatiom
omitted] We hold only that we cannot find, in this record,
any substancial evidence justifying the Commission's
interference with a reasonable managerial judgment. Id. at

—e
~4
o
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In the present proceeding, the Staff argues that !
"substantial evidence" exists to support a determination that
the employee discount is "unwarranted" within the terms of
Central Maine Power Co. v. Public Utilities Commission, 153 |
Me. 228, L3O A.2Q 746 (L957). 1he Statt thererore recommends |
that net operating income be increased by $§138,000 to prevent |
the cost of the discount from being passed on to the Company's |
ratepayers. We agr~e with the Staff that the discount is an |
unwarranted expense. Rather than disallow the amount
actributable to the employee discount, however, we find that
the fairest way to proceed is to allow the expense for present
purposes but to order the Company to develop a methed for
phasing out the program and to present it to the Commission for
our approval during Phase II of the proceeding.

Since our action in regard to this expense may be deemed to
override the Company's exercise of "managerial discretion", we
find it useful to discuss why the discount has been deemed an
exercise of reasonable managerial discreticn in the past and
what justifies regulatory interference with that judgment now.
We wholly adopt the sound and cthoughtful reasoning of Staff
counsel on this score.

As pointed out by the Staff, the term "managerial
discretion" represents a standard by which the lawfulness of
the Commission's actions are measured. All expenses, in fact,
are incurred through the exercise of managerial judgment. That
this is so, however, has never been held to immunize expenses
from regulatory review concerning their reasonableness. Once
an expense, such as employee compensation, is deemed as a
general matter to be a reasonable type of expense, however, the
Commission does not have the power to exercise iCs own
discretion to override a managerial judgment solely on the
ground that the Commission's judgment differs from that of
management. As the 1979 Central Maine decision makes clear,
"substantial evidence," not a mete ditference of opinion, must
exist to support any Commission decision to override a
managerial judgment.

When substantial evidence exists to support the
Commission's actions, the Commission may disallow an expense as
being unreasonable in amount, ¢.f. Casco Bay Lines, Inc. v.
Public Utilicies Commission, 390 A.2d 433, 494 (Me. [9/8), Ct
1t may disallow tCypes of expense in toto if they are not
related to the provision of utility sSetvice or are otherwise
unreasonable. See New Zngland Telephone Co. v. Public
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Utilicies Commission, 390 A.2d 8, 56 (Me. 1978).™ It follows
that Che IoTm O an otherwise proper expense may also be found
unreasonable. Based upon the evidence discussed below, we
conclude that the Company's employee discount is an unwarranted
form of compensation since it unreasonably promotes the
consumption of electricity.

Central Maine offers a discount to all of its 2,000
employees. The discount operates only on base rates, excluding
fuel, and is included as part of the union pagkage affecting
approximately 350% of the Company's employees.™™ The discount
was originally offered to promote the use of electricity,
although Company Witness Scott conceded that "[T]imes have
changed and it's no longer necessary to promote the use of
electricity unnecessarily." The discount applies to usage at
all times, including during the system peak, even though the
costs experienced during the system peak are the highest costs
and growth of the peak is a major factor considered by the
Company when it determines the necessity for building a new
plant. Moreover, the costs to provide electricity to employees
are no less than the costs to serve any other residential
customer. In addition, the only way for an employee to take

—
That case does not talk in terms of management discretion
per se. Rather, the Court upheld the Commission's actions
in disallowing charitable contributions as a "policy"
decision made by Commission and supported by substantial
evidence. The only difference between a '"policy" decision
by the Commission, and a Commission decision to override
"managerial judgment''--both of which must be supported by
substantial evidence--appears to be one of where to draw
the line. Thus, if a category of expense is found to be
unteasonable, the Commission' s decision telies on a
"policy" determination. If the form or amount of an
otherwise proper expense is found unreasonable, then
management discretion has been overridden. The Staff has
aptly characterized this difference as being more apparent
than real.

*%x

The union contract has recently been renegotiated and no
attempt was made by the Company to negotiate the discount.
Interestingly, a provision of past labor contracts allowing
QMP employees interest-free loans for the purchase of
electrical appliances was negotiated out of g{he exis. ag
contract.



- 64 - Docket No. 8(C-25
Docket NO. BL-=hD

advantage of this particular type of compensation is by using
electricity. Were cash payments given as an alternative method
of compensation, it is "quite ?ossible." according to Company
Witness Webb, that the Company's employees would chocse to
spend the additional income on something other than
electricity. Given that the original purpose of the discount
was promotional, in that lower prices presumably encouraged
greater usage, we find no evidence that that promotional effect
nas changed, especially since the only way for an employee to
benefit from this form of compensation is to use alectricity
and since employees would probably not use alternative forms of
compensation i~ the form of electrical usage.

g

Iz is true that Mr. Webb testified that he did not believe
that the discount promoted electrical usage since the Company
has "impressed upon' its employees the need for conservation.
The fact nevertheless remains that employee usage is
substantially greater than average residential use, as the
foilowing makes Table IV clear:”

TASLE IV
COMPARATIVE 1979 KWH USAGE OF
CMP EMPLOYEES AND RESIDENTIAL CUSTOMERS
P AVERAGE RESIDENTIAL
EMPLOYEE 1979 USAGE 1979 USAGE

General 603 KWH 450 KWH
Water Heating 857 KWH 734 KWH
Space Heating 1,464 KWH 1,123 KWH
Space & Water Heating 1,744 KWH 1,445 KWH

r—

MP argues in its reply brief tn.: this comparison has not
been "validated" to show that QMP employees are properly
compared to the average residential user. We find no
record evidence to suggest that the comparison is
inapprocpriate. CMP, moreover, had ample notice that this
issue would be raised, yet declined to present any rebuttal
case.
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It is clear that 1975 usage by QP employees 2xcseds that of
residenctial users by 25%, 14%, 23% and 17% respectively. The
actual usage Dy employees clearly shows the promotional effect

of the discount, notwithstanding admonitions to conserve.

We further find that a method of compensation which

Yromo:es electric consumption is unwarranted. In November of

978, Congress enactad the Public Utilities Regulatory Policies
Act ("PURPA")™. The basis for the Act was the protection of
the public health, safety, and welfare by requiring "increased
conservation of electric energy, increased efficiency in the
use of facilities and resources by electric utilicies, and
equitable retail rates for electric customers." 16 U.S.C.
§2501. 1In order to meet those goals, state regulatory agencies
are directed to consider certain standards, including the
standard that class rates should reflect the cost of service to
that class. It costs the same to serve an ordinary residencial
customer as it does to serve a QIP employee. The Company
employee pays less, however., T¢ the extent that residential
customers are charged their cost of service, it is clear that
the employee is not charged the full cost of rendering service
to him. Moreover, to the extent that the discount encourages
use of the system peak and generates higher costs, the
efficient use of the Company's resources is not encouraged.
Finallz, Mr. Webb agreed that the discount was not consistent
with the objectives of PURPA.

In addition to considering the goals of PURPA, the
Commission has also expressed its disapproval of promotional
practices on the part of electric utilities. The Commission
promulgated 65-407 C.M.R. 83 on July 15, 1579. That rule
declares that a utility shall not be allowe ¢to recover in
rates the costs of promotional practices, ex.ept under certain
limited circumstances. Consistency with Chapter 83 requires
that we take steps to protect ratepayers from bearing this type
of expense.

Having concluded that the discount has an unwarranted
promoticnal effect on the use of alectricity, we turn now to
consider whether the Company has shown that its practice is
nevertheless reasonable. We find no persuasive evidence that
ic is. Mr. Webb testified that in his view the discount was a

-—
The Commission is required by the Maine Legislature to
"coni'der and adopt'" the standards set forth in PURPA and,
if it chooses not to adopt a standacd, the Commission must
explain "fully and adequately'" why the standard was
rejected. See 35 M.R.S.A. §94.
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mote economical method of providing compensation than some
alternative. It is, first of all, difficult to conceive what
an appropriate alternative method of compensation would be,
since it would not be easy to translate a discount which
benefits employees relative to their electrical usage into some
other form. Assuming the alternative would be some fcrm of
cash payment,” however, Mr. Webb stated that the discount was
more economical because it was provided to the employee as a
tax free tenefit. In order to reimburse employees fully for
the loss of the discount, according to Mr. Webb, the cas!’
payment would have to be greater than the value of the s.scount
in order to account for the tax effect. Mr. Webb, however, was
aware of no studies which proved that the discount was more
economical because of this tax effect. Moreover, since the
discount is not tax-deductible by the Company as compensation
and since the discount may well add to system costs by
oncouraﬁing peak usage, any increase due to the tax effect on
the ecdloyee of cash compensation may well be offset by tax
deductions by the Company and some reduction in peak usage. At
best, the record is inconclusive on the relative economics of
the discount.

Having concluded that the employee discount is an
unwarranted form of compensation, we are confronted with the
decision of how to make an appropriate adjustment. We are
maindf{ul that the discount is currently embodied in the terms of

the existing union contract. While only 350% of the Company's
employees are atffected by the contract, and while the provision

relacing to the discount can apparently be negotiated at any
time, we find that fairness requires some degree of flexibility
to allow the Company to extricate itself from its commitments
to its employees. Rather than disallow the amount of the
discount at this time, we will allow it as an expense but we
will order the Company to present us with a plan for phasing
out the discount as expeditiously as possivle. We will
consider the Company's proposals during Phase II of this
proceeding.

—

It should be noted, however, that the Company has not
demonstrated that an alternative would necessarily have to
be found.
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Having determined each of these issues, the Commission
finds the Company's test year adjusted net operaring income to
be §52,665,400.

Table VI on page 70 shows the summary as well as the test
year revenue requirement determination.

ATTRITION

Central Maine, the Staff, Bath Iron Works and the Maine
Committee appear to agree in important respects as to what
attrition is. Mr. Louiselle defined attrition,

as an erosion in the earning power of a revenue-producing
investment, ...the net result of operating expense or plant
investment, or both, increasing more rapidly than

revenues. In effect, attrition results when there is an
imbalance in the revenue, expense, rate base relationship.
When attrition nccurs, the realized rate of return {falls
below that level which rates are designed to produce.

Central Maine, the Statff and Bath Iron Works agree that
attrition exists and that compensation therefor should be
allowed. There is dis.greement between these parties as to how

much compensation should be allowed. The Maine Committee would
deny an actrition allowance because of the importance of

revenue projections to an analysis and because the variety of
revenue projections presented render an attrition allowance too
speculative. The Commission disagrees with the Maine
Committee. A regulated utility is required to be given a
treasonable opportunity to earn a fair rate of return. If
attrition exists, there should be compensation therefor.
Otherwise, the utility does not obtain the reasonable
opportunity to earn a fair return. In this case, the evidence
presented shows attrition exists. The question then is the
degree to which it exists.

Mr. Howe's attrition study projected the test year
ratemaking components through 1980 and, as previously noted, it
included scme ad;uscmencs more properly recorded as test rear
"known charges." Dr. Ileo's recommendations concerning
attrition dealt largely with revising upward Mr. Howe's 2.4%

-—
£.3. portions of the Boise Cascade adjustment were included
in the at=riction analysis.




- 68 - Docket No. 80-25
Jockert O, 3U=00

rowth rate in revenues. Dr. Ileo's revenue growth rate is

3%. The Staff contends that Dr. lleo's 5% growth rate is based
on two faulty assumptions--first, 'that all base revenues are
obtained from KWH charges' and second, "that there is a single
KWH rate charged for all usage.” The Commission agrees with
the Staff on these points.

The Staff presented a study similar to the attrition
analyses it has presented in previous cases.

The Staff witness, Mr. Louiselle, started with adjusted
1979 test year results of the ratemaking components, developed
growth rates for each, and applied the growth rates to the test
year results in order to adjust the results through
September 30, 1981.

Central Maine challenges the Staff's 6% growth rate in
capacity component of purchase power and Bath Iron Works
challenges the Staff's 4% growth rate in base revenues. In our
review of the Staff Study, we have reviewed these growth rates
particularly. Being mindful that the cegree to which attrition
exists is largely a matter of judgment, we find them to be
reasonable. We therefore accept the Staff analysis of
attrition as just and reasonable. The analysis modified to
take into account the adjustments of this report shows Central

Maine will experience attrition at the rate of .19% through
September, 1930. This rate translates into revenue increase

for purposes of this case of $§2,334,000. Table V shows the
detail support of these resulfme
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TABLE V

ANALYS1S OF ATTRITION
DECEMBER 31, 1979 - SCPTCMBER 30, 1331

$1,000)
TEST YEAR GROWTH RATE
AUBUAL

-4 AMOUNT RATEZ COMPOUND AMOURNT ADJUST!
-ml [TEM ADJUSTED TO: - 5 - =% FACTOR TO 3/30/81
A (8 (L} {J) (&) (r) Lo

QPERATING REVENUES

Base Revenues 12531779 171, 681 4.00 1.0712 134, 505

Other Revenues 12/31/7 8,531 7.50 1. 1429 9.750

Fuel Billed and Unbilled 12/31/79 99,257 1/ -- 140,087

TOTAL 279,469 335,112

OPERATING EXPENSES
}"'ucl 12/31/779 27,906 1/ .- 83,706
¥ Jrehased Pover - Energy 12/31/79 71, 961 1/ -- 57,161
i - Capacity 12/31/79 27,425 6.00 1.1077 30,379
i, Depreciacion 12/31/79 20, 791 $.19% 1.1031 22,935
' Wages 05/01/80 26, 305 8.00 1.1160 29,1356
| Fringe Benefits 12/31/79 3,163 12.00 1.2208 3,851
o Payroll Taxes 12/31/79 1,799 11,50 1.2139 2,193
i« State and Municipal Taxes 12/31/79 9,747 5.75 1.1031 10,792
3 Ocher O & M Expense 12/31/79 19,262 10.00 1.1825 22,717
‘s Total Operating Expense 3IT 208, 359 263,120
T State Income Tax 2,186 1/ (389 1,997
Yo Federal Income Tax 18, 586 1/ (2402) 16,284
T Allowance for Funds Used During Construction 6,060 1/ - 14,12
3. Equity “arnings of Associates Companies 3,626 1/ .- 3,626
% Net Operating Income 59,724 70,059

RATE BASE
3. Production and Transmission Planc 373,033 4,00 1.0712 3199, 593
| Sisteibution, General and Intangible Plant 264, 944 3.00 1.14438 303, 3565
r A Accumulated Depraciation (170,774) 8.50 1.1542 (187,197
3. Construction Work in Progress 55, 545 1/ .- 129,441
“ Ceferred Income Taxes (25,519 18.00 1.3393 (34,173)
5. Other Rate Base ltems 56,799 3.50 1.0622 60,332
8. TOTAL RATE BASE 554,028 661, 446
e Rate of Return 10.78% 10. 59%
5. Attrition .19%

Rt

8.'.“
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TOTAL REVENUE DEFICIENCY

Having determined a test year revenue deficiency of
$13,851,000, an attrition allowance of $2,334,000, that
$154,000 of the deficiency is allocated to retail sales, the
annual revenue increase to which the Company is entitled is
$16,185,000.

TABLE VI

BETEZMINATION OF 1979 REVENUE REQUIREMENTS

TEST YEAR ENDEC DECEMBER 31. 1979
($1,000)
LINKE AMOUNT
NO . 1TEM - 5§ -
A -BT (L)
L. Net Opurating locome 48,214
ADJUSTMENTS TO NET OPERATING INCOME
- 1979 WHage Increase (202)
3. Unit Sale Adjuscment - PSNH (3,8086)
“. Unit Purchase Adjustment - PSNH 61
: NEPEX Capacity Adjustment 128
5. St. Regis Strike Adjustment 133
i A Equity Carnings 32
8. Maine Yankee Station Service Power (107)
9. Storm Damage 330
10. Unbilled Revenue (490)
i, Remand Rates 425
12. Boise Cascade Adjustment 1,348
13. Decommissioning Costs - Maine Yankee (344)
14. MPUC Assessment (30)
13 Edic-n Elec. 1Ir *yte = Brochures A
16. Residencial Co... ion Service Program (128)
kT, Amortization of Sears Island Project Costs (317)
18. Wyman Extraordinary Maintenance Expense 38
19. Extraordinary Injuries and Damage Zxpense L8
20. Maine fankee Stone and Webscer Study 212
2l. CATV Adjustment 266
r & AFULC 6,060
23. Proforma Incerest 864
24. TOTAL Adjustments 4,901,
235, Ad justed Net Operating Income 52,5585.4
25. Required Net Operating Income ($554,028 x 10.78%) §9,724.2
-3 Return Deficiency 7,0%3.8
28. Revenue Deficiency ($7,0%58.8/.502578) 14,045
29. Portion Allocated to Resale (1%4)
30. Test Year Retail Revenue Ceficiency 13,851
L. Attrition Allowance 2,334
32. Total Retail Reven.e Ceficiency 16, 185.
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REVENUE INCREASE ALLOCATICN

On April 2, 1980, the Commission issued its Order on
Prehearing Conference establishing an investigation into CQMP's
rate structure, pursuant to 35 M.R.S.A. §296. The
investigation was given Docket No. 80-%66 and was consolidated
with this proceeding. On May 9, 1980, that Order was amended
by a subsequent Procedural Order stating that one of the
purposes of the Section 296 investigation was to consider
specific rate structure standards as set forth in the Public
Utilicy Regulazory Policies Act of 1978 ("PURPA"). See
16 U.8.C. %Zézl(d). The Commission has received funds from the
federal government for this purpcse and for the first time has
been able to and has engazed consultants to work solely on rate
structure matters. In addition, a prenhearing conference was
held on this phase of the case on August 28, 1980. While
hearings have not yet begun on rate structure issues, the
Commission has every intention of processing rate structure
issues as expeditiously as possible, keeping in mind, however,
that it is in the best interest of the public, as well as the
Company and all intervenors, that sufficient time be allowed to
insure that the rate structure issues be properly presented and
considered.

Intecvenors Keyes Fibre Co. and Scott Paper Co. have filed

a brief requesting the Commission to determine rate strtucture
issues before the expiration of the suspension pericd on the

rate case. Unfortunately, insufficient cime exists to allow
the Commission to hold hearings and render a decision within
the suspension period. Moreover, under Central Maine Power Co.
v, Public Utilities Commission, 382 A.2d 3UZ, JZi3 (Me. 19/8),
the commission s ptimary. ctesponsibility under 35 M.R.S.A.
§§94 and 69 is to determine the justness and reasonableness of
proposed rates and, if proposed rates have not been found just
and reasonable, to order substituted rates and to approve them
and order the substituted rates into effect.

In regard to rate structure issues, the Court held:

Of course, the Commission, should it have time, may see fit
to deal in such principal decree also with the matter of
the desizn among rates as they are to be embodied in
schedules, either indicating the formal outl nes of such
design or addressing it more in detail. Rate design is,
however, an optional rather than ecessacy facet of the
'principal’' decree, as it functions to prevent 'proposed’
rates from ever becoming effective by operation of law.
This being so, the Commission's primary responsibility is
to deal on a hizh nriority basis with that which i; th

necessary aspect of its principal decree. [Emphasis in
S — e i o a" » . .
original] Id. at 324.
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Because insufficient tine exists within the suspension period
to consider rate desizn issue:, rie Commission must enter its
Order on revenue levels alone.

Since no evidence exists in the record to support changes
in the existing rate structure, the Commission orders that the
revenue increases be allocated so as to preserve the status
quo. A similar allocation was upheld when the Commission was
unable %o approve proposed rate structures presented in the
record of the last Central Maine rate increase. See Central
Maine Power Co. v. Public Utilities Commission, A. 20
TMe. July 2, L380). OSt. Regls Pape:r Co. has filed a motion
that the increase be allocated across-the-board with a uniform
percentage increase to the base rate for each customer class
exclusive of fuel. The Commission agrees that the increase
sbould be made across-the-board to base rates not including
fuel.

?
BASE RATE FUEL COSTS ,

On October 10, 1980, OMP filed its 1974 test year
comput.  .on of its base fuel cost, pursuant to 35 M.R.S.A.
§131. The filing iz hereby incorporated in the record of this
case. According to the Company's filing, the base rate is
computed to be $.016769. All parties participating in this

phase of the proceeding have stipulated that this amount is
proper. Having reviewed the filing and the parties'

stipulations, we accept the stipulations and conclude that the
base fuel cost filed by the Company is just and reasonable.

On October 16, 1980, the Company filed its proposed fuel
cost adjustment, pursuant to 35 M.R.S.A. §l3l. That proceeding
has been given Docket Number 80-219 and heariags will be held
on that matter in the very near future. Should the Company
file new rates pursuant to this Order prior to the issuance of
any final order in 80-219, the Company is ordered to file with
its new rates an adjustment to its existing fuel adjustment
clause which will insure that the Company will not collect
revenues for its fuel costs greater than the amounts now being
collected.

CUSTOMER CHARGE

The Maine Committe- has requested this Commission to
consider "whether the exclusion of any minimum distribution
costs incurred Ly the utility from (its minimum) customer
charge may be reasonably expected to advance the basic findings
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and purposes...” of the Electric Rate Reform Act during Phase
of this proceeding. See 35 M.R.S.A. §96. We intend to address
fully the issues presenced by Section 96 in the second phase of
this proceeding. Pendiag a determination of these issues, the
residential customer charcge will remain at $§5.70.

Accordingly, it is
ORDERED

1. That the proposed rate schedules filed by Central
Maine Power Company on February 1, 1380 are unjust and
unreasonadble and the same are disallowed rajested and shall
not become effactive.

b That Central Maine Power Company is authorized to file
a schedule of rates, tolls and charges consistent wich this
opinion and des15ned to increase 1979 test year gross revenues
hy no more than 315,189, 000.

3. That Central Maine Power Company shall use an AFUDC
rate and compute its allowance for funds used during

construction consistent with the discussion on page 55 of this
opinion.

4. That Central Maine Power Companv shall submit to this
Commission a plan to phase out the employee discount by no
later than January 1, 198l.

3. That Central Maine Power Company's base fuel zost of
$§.016769 is found to be just and reasonable.

6. That Central Maine Power Company recomjute its fuel
1dJusc:enc clause so that the amount of revenues recovered for
fuel do not exceed the amount ~urrently recovered for fuel and
file its adjustment ac the same time that new rates are filed
as allowed by paragraph 2 above. Provided that the Company
need not make such adjusctment if a final order in Docket
No. 80-219 has been issued prior to the time of Central Maine's
filing pursuant to paragraph 2.

7 That Central Maine Power Company comply with any other
order continued in the body of this opinion.
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8. That the Secretary of the Commission mail attested
copies of this Order to all parties of record.

Dated at Augusta, Maine, this 3lst day of October, 1980.
BY ORDER OF THE COMMISSION

Marjorie M, Walo
Martjorie M. wWalo
Assistant Secrtetary

A Ctue cCOpYy.

Attest:
Lar335>e

Walo, ASSistant Seccecary

COMMISSION VOTE:

Chairman Gelder votes in favor of the fo:egoing opinion
with the exception of the section concerning the Residential

Service Program.

Commissioner Smith votes in favor of the foregoing opinion
wich the exception of the issues which he has addressed in his
attached dissent.

Cozmissioner Carrigan votes in favor of the foregoing
opinion with the exception of a pcrtion of the section
concerning plant held for future use, as expressed in her
dissent.
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Review of this Order by the Commission may be requested
under Section 5(N) of the Commission's Rules of Practice and
Procedure (55-407 C.M.R.1ll) within 20 days of the date of this
Order by filing a petition with the Commission stating the
grounds upon which reconsideration is sought.

Review by the Law Court may be requested by filing, within
30 days of the date of this Order, a Notice of Appeal with the
Secretary of the Commission, pursuant to 35 M.R.S.A. Sec. 303,
and the Maine Rules of Civil Procedure, Rule 73 et seq.

Additional court review of constitutional issues or issues
involving rates may be had by filing a complaint with the Clerk
of the Law Court and with the Secretary of the Commission, both
within 30 days of the date of this Order, pursuant to
35 M.R.S.A. Sec. 305.



Commissioner Carvigan, dissenting on the issue of rate base
creatment of the investment in Sears Island.

1 disagree with my colleagues on the issue of whether to
include the Company's share of the purchase price of Sears
Island in the rate base as property held for future use. The
Company could, by paying about one-sixth of the amount it did,
have extended its option on the land for anmother year, by which
time it is probable that the Commission would have decided
whether or not to grant it a cecttificate of public convenience
and necessity to build a coal-fired electric generating plant
on Sears Island.

According to the standard established by the Commission,
whatever investment the Company has in Sears Island itself is
entitled to rate base treatment under the ''definite plan”
standard, provided, presumably, that the investment is
otherwise reasonable. Should the Commission again deny the
Company a cartificate to build the coal plant on Sears Island,
it is likely that the land would cesse to qualify for rate base
treatment, unless the Company convinced the Commission that it
had another definite plan for the property. The problem here
is not whether a definite plan exists, for it does; the problem
is whether the amount of the investment is reasonable, under
the circumstances. In fact, the real issue is even more
precisely definable than that: it is whether the Company acted
reasonably in maximizing its present investment in this
property now, when the future of che Sears Island project is
uncertain and when the Company could, for an amount equal to
12% of the putchase price, have bought itself another year of
time in which the doubt would in all likelihood be resolved.
The ancillary question is whether the Company has any incentive.
to take this alternate course in this or any similar situation,
if it is allowed to earn a return on its investment now solaly
because of the definice plan standard, without regerd to the
reasonableness of the amount involved.

These are difficult questions. The burden of proof is on
the Company to show that its decision was reasonable, and I
believe that Central Maine has not met ttat burder. The only
evidence presented on the issue was the testimonv cf Thomas
Webb and one late-filed exhibit (C.M.P. #10) showing the
numbers involved and stating what the option terms were and
what the Company had decided to do. Mr. Webb tcescified that
the Company ''made an economic analysis of the cost of a further
option payment as cpposed to the (purchase) at this time and we
felt very strongly that the analysis leaned towa
purchase, but I just don't have the numbers in f of .
(Transcript, p. J=55) The closest Mr. Webb came to describing
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the Company's reasoning in making the decision to purchase was .
this: "What went behind that decision was that =he option

payment is based on the prime that exists at the time. The

prime rate was so high we felt that to apply another option

payment which was based on the rate of the prime was - was far

higher and costlier than purchasing the land itself."”

(Transcript, p. J-54) He indicated that even if the Sears

Island coal plant were denied, the Company felt that the land

would still have value either on the open market or as a future
generating plant site. (Transcript, p. J-358)

The Company's '"economic analysis" was never presented o
the Commission for review. If the material in the late-filed
exhibit constitutes that analysis, it is clearly inadequacte.
Even at a prime rate of 12%, an additional year's option
payment would have amounted to only about 15% of the amount the
Company chose to pay to purchase the property. It does not
seem unreasonable to conclude that, were the plant approved,
the cost of this additional year's option, though not credited
by the seller against the purchase price, would be added to
that price by the Company and included in the rate base by the
Commission as a reasonable investment, given the
circumstances. Thus, the Cr apany would have been protected,
had it chosen to buy another year in which to make a finmal
decision. Should the plant be denied, regardless of the amount
invested in the site, rate base treatment of the present
investiient will be terminated, absent a new "definite plan”.

. It may be that the Company's analysis did, in fact, address
all of these issues in reasonable detail. The Commission does
not know. All we have before us are the conclusory statements
of Mr. Webb and the bare figures in the exhibit. It is clear,
however, that in the face of uncertainty, the Company has
cnosen a course of action that maximizes the cost to the
ratepayers when it had an apparently reasonable alternative
under which ic would have been equally safe and the ratepayers
would have paid less. It has also maximized the exposure of
the sha:gholde:s in the event the investment is eventually
removed from rate base. I do not believe that this is prudent,
based on the evidence the Company has chosen to present. I
agree with the argument presented by the Staff on this issue in
its reply brief. I would treat the matter as if the Company
had exercised the option for another year and :Lllow only that
amount in the rate base at the pr sent time.




Commissioner Smith concurring in part; dissenting in part:

The Commission is unanizmous om 2any majo. issues in this case.
Disagreements arise which are comsistent with my dissents in the lasc
Cencral Maine rate case and in the Sears Island decision. Ia addition,
generally I support several conclusions of our outside consultants hired at

taxpayers' expense--where the majority has seen fit to alter the

recommendations downward.

WYMAN #4
There is no clear showing ia the record of imprudence on the part of
the Company for :=i:e unfortunate mechanical failure of the zuffler at Wyman #4.
It always is easy %o criticize after the fact. An attitude that "this
aight have happened if that had been done" i3 argumentative and speculative.
The 2xpense should be aﬁortizcd now rather than hold off and prolong
settlement on a possibility of litigacion by the Company ia court. The

Commission is unanimous in its conclusion that no investigation is

warranted at this time.




SEARS ISLAND ISSUES

I agree that the Company is entitled to recover precertificaticam
costs of Sears Island, incurred ia good faith. The racommendation
of staff expert Louiselle is followed for an amortization period of

ten vears and iaclusion of the unamortized balance in rate base.

Although agreeing that the risks should be balanced between
ratepayers and shareholders, it is poiated out that already for six
vears sharsholders have borme these axpenses alone. This is a case
where staff and majority reject the advice of the Commission's expert
hired at taxpayers' expense. A basis for the Louiselle recommendatic
is found {n a 1980 decision of the Wisconsin Public Service Commission

in the Wisconsin Power Company case.l In addition, the remaining

balance of $971,320 cn the uranium contract costs should be placed in

the rate base t7 allow the Company to recover its future capital costs.

|
-~

~=()5-CE=3, Wis. P. S. C., February .4, 1982. Cited in OMP Brief,
pp. 47-48; Reply 3Brief, p. 53.



CWIP AND AFUDC

Resolution of the issues iavelving comstruction work in progress
and allowaice for funds used during construction is baffling. The
Commission's outsid: consultant offered some specific advice. Ia
addition, he testified around some issues by presenting alternatives
as guides for Commission decision. Ome of the dilemmas submitted
is whether construction plans should be considered with or without
approval of che projected Sears Island plant. A decision one way
or the other now would seem to =e a prejudgment of the second round

of Sears Island hearings now ia progress.

In round one of the Sears Island hearings, the majority of the
Commission (1979) adamitted that cthe Company will require additional
capacity ia the next decade, and approxizately 184 megawatts by 1990.
This need would be reduced through concentrated efforts at comservation
and by possible use of altarmative sources, although some appear %o
this Commissioner unduly expensive and unreliable at this stage.
3ut ay decision proceeds .n the assumption that m;ch addicional
capacity (Sears Island or not) will be required by 1390. The time

to prepare is now. A "wait-and-see" approach is rejected.

It is unfair to require present customers %o pay handsomely for
expensive power projects from which many may not receive benefits.
dere is a situation where balancing seems appropriate, weighted in
favor of present customers whe have little responsibilicy for rapid

demand growth in the future.

In view of the above and the assumption that greater capacn

-
"
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is izminent, a compromise solution is submitted between the two

extremes favored by the majority and by the Company. Whereas Cant:

Maine Power advocated 25 per cent of certaia construction projects
($9,144,227) in the rate base which would increase the revenue
deficiency by approximately $1,954,3948, I would compromise by
allowing half of that, 12 1/2 per ceant of certain comstruction

projects ia the rate base, which would increase the revenue

deficiency by $§977,474.




EMPLOYEE DISCOUNTS

Once again I dissent on the matter of emplovee discounts. In the previous
case, the Supreme Judicial Court disallowed the decision of the majority for
lack of evidence in the record. Undaunted, the Commissica marshallsd its farces
for another go at induscrial nana;emcn:.l The Company, likewise, guided by

Court outlines, strengthened its defenses.

The Maine Legislature =ore than a quarter of a century ago specifically
authorized amy pudblic utility to make special rates Zor its emploveaes, subject
to the discretion of che Public Utilities Commission. = Eaployvee discounts are
commonplace in iadustry. There are tax and morale benefics. The initiativa
rests with utility management. Gemerally decisions such as this are prarogatives
of management, as long as they are reasonable and granted in good faizh. Thus,
the durden of proof to justify invasion of management privilege rests on :he
accuser. The Supreme Judicial Court rulad that a decision of management on
employee discounts must be respected when the discount "...ls arguably at laast

as econcmical as aay alternative, and the benefi: 'does not slearly appear zo e

LExcerpcs from my dissent on this issue in che recent Public Service Company of
New Hampshire case (Docket No. F.C., 2548, July 31, 1980) are quoted:

"I dissented on this very issue of emplovees discount in the last Central
Maine Power rate case. The Supreme Judicial Court of Maine sustained
the dissent. My two colleagues attempted unsuccessfully, through the
Governor's Office, to secure legislation outlawiag emplovee discounts...
nothing in the record here shows that the discounts are excessive,
unreascnable, or uowarranted. It simply is that the majority disapproves
of the entire concept.

"This time the Company is ordered to phase out employee discounts=-a
technique to achieve the result without abrogating a union contract. The
obvious strategy 1s to achieve the preconceived result by orderiang the
Company to =ake no more such contracts with the union. To 2e this is

an attempt at ageacy dictation of =anagement prarogatives by iamposing a
limic on the Company's right to contract, and on collective
bargaining...” p. 42

“Re 3. 1954, Ch, 44, Sec. 40,



'axcessive, uawarrantad, or incurred ia bad faith. It axpressed '"reluctance

to interfere with the understandings reached between a3 utility and ics '

emplayee".3

The Commission again attempts to combat the policy on the ground that it
promotes consumption of electricity. Although originally promotional, electricity
today is so expensive even with a zodest discount that it i3 ridiculous to argue
that it encourages use. Staff tries to support its position by placizg ia the
record statistics purporting to show that Company employees use more elactricity
than other resideatial custcomers. 3ut this assertion ignores elamentary cause
and effect relationshins. Staff fails to show that the group of customers
compared with Company employees are similar in such other raspects as size,
style of living, income, age, and rasideaces. There ls nothiag o show that
Company employees are typical of the others compared, or that aay increased
usage is a result of discounts, This i3 based on an opiaion of the Califormia ‘
Commission in the Pacific Gas & Elactric case of 1979:

"The usage of PGSE exployees is compared to that of anonemployees

without consideration of such variables as income, econcmic circumstances,

housing size, family size, or style of living. It can safely be

assumed that as a group of wage and salary earmers, PGSE employees

have a higher average income, better average economic circumstaaces,

and a better average style of liviag than nonemployees. From this it

follows that ccasumption per employee can be expected to exceed that

of nonemployees. We conclude from this record that the energy consumption

of PGSE employees on the average approximates that of nonemployees. We

find no evidence ia this record that discounts discourage conservation.'®

Ia view of mny m;any reservations on PURPA, it is submitted here, in response
to staff argument, that this federal law (fortunately I do believe) i3 not
sandatory /a any state. The argument that discounts are coatrary to cost of
service is identical to the one tried unsuccessfully last time.

2
-

WS A 24, 177=79, cited in QP Brief of Exceptions, pp. 28-29.

- .. -~ ' *
26 ?.U.3. 201, 213, Cal. P.U.C
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P.U.C., cited in CMP Reply Brief, p. 435.




PROPERTIES HELD FOR FUTURE USE
My dissent in the last Central Maine rate case on property held for
‘ future use is reaffirmed here--with the same rationale. Instead of a Definice
Plan szandard attempted by the majority, I indicated that the majority was
"groping for a standard”. It still i{s. The record shows that all disputed
lands are definitely tiad into very specific and well-publicized proposals
actively pursued by Ceantral Mainme for future generating and transmission
facilicies.
Aa excerpt from the 1978 dissent is presentad here:

[t should be remembered that, as the demand for electricity
i{ncreases, and as size and technologies of aew zlants and ?rajec- ons
become more complex, astute corporation management aust plan ahead today
far beyond their 1950 standards. Acquisition of land for generatciag
plants must be acquired sometimes now or never. The land cannot be %=akea
under aminent domain in Maine. (Citations omitted.) Consequently delay
in acquisition of land ~oday may =:ean purchase at an exorbitant cost
later., Oftea there is insufficient land available today for special
facilicies. Corporations need an incentive to zmake the purchases
whenever they can. GEven if a zeasonably plausible purchase subsequently

. turns out unsuitable for future use, a company should not be penalized

unless it is clear that the acquisition was 1aptuden:. visionary, or
made in bad faith.t

The reco:d shows clearly that the properties i1 question were acquired
ia good faith and ian the exercise of reascnable and prudent business judgment
ia anticipation of future needs. In the final analysis it is the Company and
not the Commission responsible for providing adequate power supply. The case
is strengthened this time because the Company has established ir-service dates

for planned use.

These co~~lusions have been reviewed in perspactive--each item ia rvelation
to the others, and to the sum total. They appeai. to be isasonable and just to
all parties: ratepayers--present and prospective--' Company--management,
emplovees, and investors--; and to the State im i:s quest and demand Zor

. adequate power supply. This, I do believe, approximatas a decision in the public

interest, respectiang both immediata and long-term considerations.

l--Re Cenzral Maine Power Co., Supreme Judicial Courz, Maine, August &6, 1979,

PUR <th, p. +34. o v
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MAINE PUBLIC SERVICE COMPANY

Units No. 1 and No. 2

Seabrook Nuclear Power Station

Seabrook, New Hampshire

Information furnished pursuant to § 50.33
of Commission's Rules and Regulations with
respect to tha particular Applicant named
above as part of Final Safety Analysis
Report and Operating License Application
for the above Units.

July 1981



I. ORGANIZATION AND CONTROL

‘ (a) Name of Applicant
Maine Public Service Company (MPSCo.)

(b) Address of Applicant

209 State Street
Presque Isle, Maine 04769

(c) Description of Business of Applicant

MPSCo. is engaged in the business of producing, generating,
transmitting, delivering and furnishing electricity for
lighting, heating, and other public purposes in the State
of Maine as follows:

Its service area comprises 2600 square miles in Aroostook County
and the northern part of Penobscot County in Northern Maine.
This area includes over 60 communities at retail and eight
communities served by wholesale sales, with approximately

32,000 customers.

(d) Corporate Organization

MPSCo. is a corporation o.ganized under the laws of the State

‘ of Maine. As of December 31, 1980, MPSCo. had 3,468 domestic
shareholders owning 674,807 common shares and 14 foreign share-

holders owning 3,500 common shares.

(e) Corporate Officers and Directors

The names and residence addresses of MPSCo.'s directors and principal
officers are as follows:

OFFICERS
Name/Title Residence

Ralph A. Brown, President 55 Barton Street

and Chief Executive Officer Presque Isle, Maire 04769

G. Melvin Hovey, Vice President RFD 1, Box 254

of Engineering & Operations Presque Isle, Maine 04769

Frank E. Livingstow, Secretary, 52 Dupont Drive

Treasurer and Clerk Presque Isle, Maine 04769

Paul R. Cariani 68 Pine Street

Assistant Treasurer Presque Isle, Maine 04769
. Clarence E. Cambridge 78 Pine Street

Assistant Secretary Presque Isle, Maine 04769

C. Hazen 3Stetson 92 Barton Street

Chairman of the Board Presque Isle, Maine 04769



DIRECTORS

Ralph A. Brown 55 Barton Street, Presque Isle, Maine 04769
Donald F. Collins 4 Dorcas Avenue, Caribou, Maine 04736

D. James Daigle St. John Road, Fort Kent, Maine 04743

Themas S. Pinkham P. O. Box 168, Ashland, Maine 04732

Irwin F. Porter 131 Barton Street, Presque Isle, Maine 04769
Walter M. Reed, Jr. 38 Lower Main Street, Fort Fairfield, Maine 04742
C. Hazen Stetson 92 Barton Street, Presque Isle, Maine 04769

G. Melvin Hovey RFD 1, Box 254, Presque Isle, Maine 04769

All of the directors and principal officers of MPSCo. are citizens of
the United States of America. MPSCo. is not owned, controlled or
dominated by an alien, foreign corporation or foreign government.

II. FINANCIAL QUALIFICATIONS

Under the Joint Ownership Agreement, MPSCo. is responsible for its
Ownership Share of the operation and maintenance cost of the Units which,
when the pending transactions described herein have been consummated prior
to commercial operation, will be 1.460° . of those costs, and a similar
percentage of the ultimate cost of decommissioning the Units.

Based upon the estimates set foi:th above under Part IV of the General
Information, MPSCo.'s share of these costs should amount approximately to
$2,191,000 and $2,191,000 for the first five years of operations of
Units 1 and 2, respectively; and approximately $6135,000 to$1,256,000 for
the decommissioning of the two Units. In additionm, MPSCo.'s share of
fuel expenses during the period would be $7,493,000.

As evidence of its financial qualifications to meet those costs,
MPSCo. submits herewith:

(1) 1980 Annual Report to Stockholders (Exhibit A).
(ii) 1980 Annual Report on Form 10-K (Exhibit B).
(1i1) 1981 Quarterly Report on Form 10-Q (Exhibit C).
(iv) Recent Rate Order dated June 1, 1981 (Exhibit D).

I111. REGULATORY AGENCIES AND PUBLICATIONS

(a) Regulatory Agencies

The following regulatory agencies have jurisdiction over the
rates and services of MPSCo:

Federal Energy Regulatory Commis . n
825 N. Capitol Street, N.E.
Washington, D. C. 20426

Maine Public Utilities Commission
242 State Street
Augusta, Maine 04333



(b) Publications

The following trade and news publications are used by MPSCo. for
official notifications, and/or are otherwise appropriate for
notices regarding this unit:

Bangor Daily News
491 Main Street
Bangor, Maine 04401




