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_D_ESO of business

\, ermont Yankee Nuclear Power
Corperation was incorporated under the
laws of Vermont on August 4, 1966. The
Coimpany was formed by a group of
New England utiliies for the purpose of
constructing and operating a nuclear
powered generating plant (the “Plant”)

['he Plant commenced commercial
operation on November 30, 1972, and,
excepting maintenance and refueling
outages, has been in full operation since
that time. The Plant’s license, originally
due to expire in December 2007, has
been extended to March 2012,

Located in Vermon, Vermont, the facility
has a gross maximum dependable

capacity of approximately 535

megawatts. The common stock of
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sponsoring utilities that are entitled to
1 1 " - 1
and obligated to purchase the output of

the Plant

Under the terms of the Company’s
Power Contracts each sponsor 1s

obligated to pay Vermont Yankex

monthly, regardless of the Plant’s
operating level, or whether or not it is
operating, an amount equal to its
entitlement percentage of Vermont
Yankee's total fuel costs, operating
expenses, decommissioning costs and
an allowed return on equity. Also,
under the terms of the Capital Funds
Agreements with its sponsors, the
sponsors are committed to make funds
available for changes or replacements
needed to maintain or restore operation
of the Plant or to obtain or maintain
licenses necessary 1or it‘w*}"m‘l‘dth'll [he
names of the sponsors and their
respective entitlement percentages of
capacity and output are as follows:

Entitlement
Sponsor

Percentage
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HIGHLIGHTS

Financial (dollars in millions):
Operating revenues
Net imcome
[otal assets
Average number of shares
of common stock
outstanding (thousands)

Per Share of Common Stock

Dividends paid per common share
Book value per common share
(vear end)

Operating;
Kilowatt-hour sales (billions)

Cost per kilowatt-hours (cents)
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Earnings per average common share

% Change

24




ICOMMON STOCK ownershi p

Percentage Shares
Owned Owned

Central Vermont Public Service Corporation 31.3 122,653
New England Power Company 78,402
Green Mountain Power Corporation 79 70,088
Connecticut Light and Power Corporation 5 37,242
Central Maine Power Company 4. 15,681
IPublic Service Company of New Hampshire 4.0 15,681
Burlington Electric Department 3.6 14,301
Montaup Electric Company . 9,801
Cambridge Electric Light Company 9,801
Western Massachusetts Electric € ompany 2
Vermont Electric Cooperative, Inc.
Washington Electric Cooperative, Ing
Lyndonville Electric Department

392,481




AGEME review

Plant Performance

Vermont Yankee continues to be a world
class nuclear power plant. For the five-
year period 1987-92, Vermont Yankee's
average capacity factor was 86.8%. This is
367 higher than the US. industry aver
age and 21% higher than the interna-
tional average. Although 1993 US. and
Internati ~xu1lm}m'n\ factors are not vet
available for comparison, Vermont Yan-
kee's capacity factor of 76.4% is expected
to continue our record of exceeding both
U.S. and international average capacity

[Actors
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Since the plant commenced commercial
operation in 1972, Vermont Yankee has
made capital investments exceeding $207
million (original plant cost was $183
miliion). These investments have en
hanced plant safety and reliability. We
continue to invest in plant improve-
ments. Significant expenditures over the
last ten years include replacement of our
recirculation p1pe, main transtormer,
several feedwater heaters, as well as
improvement in pic.m safety systems and
fuel design. During 1995, we plan to
retrofit our two low-pressure turbines.
I'his project will replace existing equip-
ment with improved materials and

LU LR -
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Capacity Factors: Véermont Yankee
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its ability to limit downtime during
refueling outages. The plant has an
operating cycle of eighteen months and
must be shut down at the end of an
operating cycle for refueling, mainte
nance, and construction activities. Ouzr
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129 shorter than the industry averag

Uu.s5. BWR
VERMONT INDUSTRY
YLAR YANKLI \WERAGH

1988 86
1989 7 99
1990 | 86
1991 84
1992 | 97

1993 78

Over the past two vears, Vermont Yanke

has devoted considerable attention to
aising the standards for industrial safety
In our company. Qur etforts have in

luded development of a comprehensive

safety manual, extensive employee train

g, and an mcentive award svstem. Wk

)
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are particularly proud of our zero lost-

i

time accident rate achieved during 1993




AGMENT review.

VERMONT INDUSTRY
YEAR YANKEI WERAGI

Vermont Yankee, despite having the 1989 1.49 1.50
handicap of being a small plant, has 1990 1.94 1.47
operation and maintenance costs that 1991 1.22 1.48
compare favorably with the industry as 1992 1.

¥

95 1.83
lustrated by the chart to the right: 1993 36 N/A -

nistrative ana «net

Operation & Maintenance Costs -
: (Cents per KW)'

VERMONT  INDUSTRY
Fuel Economics YEAR YANKE! \WERAGH

1989 0.76 0.76
1990 0.67 0.72
1991 0.61 0.68
1992 0.57 0.65

1993 0.58° N/A"

Vermont Yankee's fuel costs continue to
be below the industry average as
tllustrated in this table:

. Fuel Costs (Cents per KWH) "

YEAR VERMONT YANKI
1989 4.04
Vermont Yankee continues to be a lon 1990 4.61
cost producer of electricity. The table to 1991 3.69
the rnight tllustrates Vermont Yankee's 1992 70
1993 34
cenerated
»*YEAR AVERAGI 4.48

CUMULATIVE COST OF POWLE

Total Cost of Power (Cents '[n'r KWH) '
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In addition to providing to Vermont
utilities 55% of the electricity we
produce, Vermont Yankee makes
substantial direct contributions to the
Vermont economy in the form of
employee wages, state and local taxes
and fees, payments to Vermont vendors
and dividends to Vermont shareholders
['he chart to the nght shows the amount

)

of these payments during 1993

Vermont Yankee makes corporate
contributions to organizations or
programs which benetit a significant
portion of the community and

' the quality of life in
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particularly
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the environment participates in
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Programes itroduce adults and

children to the performing arts, and
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v activities. In addition to
s by the company,
nt Yankee employees
contribute countless volunteer hours to

11 +

organizanons m the tri-state region

$9.3 $11.7
VT Vendors

State Taves

Dividends < / $20.8

4.3 ! Payroll

vocal Taxes
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Vermont Yankee continues to fund the
ultimate decommissioning of our plant

with the goal of restoring the plant site to
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1993, these funds and «\}\\'tn! future tax
benefits totalled $101 million out of a
current projected decommissioning cost
of $253 mullion We expect to continue to
contribute to our decommissioning fund

ata h'\('} necessarv to ac ]Ht“ ¢ Hl“
funding at the end of our operating

license in 2012




FINANCIAL review
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are M‘lu, mJ received from customers
based on the terms of the Power Con
tracts. Under those contracts, customers
are severally required to pay the Com
pany an amoun ""i” \ to their respex
tive entitlement share of the Company’s
total fuel costs, operating expenses with
,and a return on net

as defined in such

respect to the Plant
unit mvestment

POWET contracts

Operating revenues increased in 1993
from 1992 by $4.2 million, or 24%, pri
t of higher operating

depreciation and '\m«»m-

marily as a rest
maintenance
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1993 from 1992, These increases are

result of costs associated with the main

tenance and repair efforts comp leted

during 1993 plant shutdowns and other
operating projects completed during the
year including station air compressor
replacements, fire barrier seal zv;mir\
and modifications to the turbine build

INg root vents

Decommissioning expense increased
$0.7 million, or 6.3%, in 1993 primarily as
a result of the inflation factor included in
the Company’s decommissioning rate
schedule, as approved by the Federal
Energy Regulatory Commission.
Depreciation expense increased $0.5
mullion, or 3.4%, in 1993 due to an in-
crease in depreciable assets. Two major
additions, a new spent fuel pool cooling
system and new feedwater heaters, were
'r‘ wced in service i 1993,

Iy NOVemimer 1S%99 thed ompanv st il
i

5.8 mition of Series [ 6.458% first mort-
e bonds and JI""]i\‘l,{ the P weeds to

retire the remaining Series D 10.12

Series E 98757, S

8.94% and Series H 8.25

H’H\{.‘

'51(‘\} 9.375%, Senes G
first mortgage
['he Company estimates that this
first mortgage bond refinancing will
result in a net decrease in 1994 interest

|

expense of $1.6 million and a total sav
ings (measured over the lives of the

retired bonds) of $7.8 million
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Years ended December 31

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS




BALANCE sheets

_‘\\l 'S

December 31
1993 ]&)\)_‘

$469 ()

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS




\BILITIES

December

1993

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS




SﬂTENIENIS of cash flows

<

Years ended December 31,
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) FERC Rate Case MATTERS




NOTES to financial statements

proposed to make this reduction effective as of March 1,
1991, and, since the extension was issued in 19%), to

reflect the necessary adjustment for the period January 1,

1990, through February 28, 1991

On February 28, 1991, the FERC approved the Com-
pany’s rate reduction filing. The effects of this ruling
were accounted for prospectively in fiscal 1991, produc-
ing a net revenue reduction of approximately $7.4
million in 1991, which reflected the retroactive treatment
to January 1, 1990. This ruling resulted in reduced
revenue requirements of approximately $3.5 million for
both 1992 and 1993, and similar reductions are expected
in future years.

On March 26, 1993, the FERC initiated a review of the
return on common equity component of the formula
rates included in the Company’s Power Contracts. On
October 22, 1993, the FERC approved a settlement
whereby the Company retained its 12.25% authorized
rate of return on common equity and agreed to credit
monthly power billings by approximately $139,000
beginning in June, 1993,

In 1994 the(

FERC which will include, among other things, a revised

ompany will sithmit a rate filing o the

estimate of decommissioning costs and a revised
schedule of future annual decommissioning fund
collections.

O1HER DEFERRED CHARGES
= AND CREDITS

[n October 1992, Congress passed the Energy Policy Act
of 1992 which requires, among other things, that certain
utilities help pay for the cleanup of the DOE’s enrich-
ment facilities over a 15-year period. The Company’s
annual fee is estimated based on the historical share of
enrichment service provided by the DOE and is
indexed to inflation. These fees will not be adjusted for
future business as the DOE's future cost of sales will
include a decontamination and deconunissioning
component. The Act stipulates that the annual fee shall
be fully recoverable in rates in the same manner as
other fuel costs.

In 1993, the DOE billed, and the Company paid, the
first of the 15 annual fees. As of December 31, 1993, the
Company has recognized a current accrued liability of
$2.6 million for the two fee payments expected to be
made in 1994, a deferred credit of $16.0 million for the
12 annual fee payments that are due subsequent to 1994
and a corresponding regulatory asset of $18.6 million
which represents the total amount includable in future
hillings to the purchasers under the Power Contracts
While these amounts are reflected in these financial
statements, the Company is reviewing the DOE's
calculation of the annual fee and believes that the
annual fee will ultimately be recluced.

Approximately $2.1 and $3.3 million of the $3.6 and $5.0
million in other deferred charges at Decernber 31, 1993
and 1992, respectively, relate to payments made to the
Vermont Low Level Radioactive Waste Authority
(“VLLRWA"), an agency of the State of Vermont for the
siting and construction of a low-level waste disposal
facility.
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NOIES to financial statements

NOTE 6 LONG=TERM OBLIGATIONS
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NOIES to financial statements
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NOTES to financial statements
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NOTILS to financial statements

NOT]: _[_Z PEnsioN PLANS

December 31

199 1992
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$10.949

$10,949
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NOTES to financial statements
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“ We have an obligation

to successfully and safely manage

all facets of nuclear technology

in order to produce competitively-priced electricity
for Vermonters and other New Englanders.”




NOTES to financial statements

SCHEDULE I: MARKETABLE SECURITIES = OTHER INVESTMENTS
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NOTES to financial statements

Scuepure VI - Accumut ATED DEPRECIATION, DEPLETION AND
AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT

Years Ended December 31, 1993, 1992 and 1991
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DESCRIPTION of business

V rmont Yankee Nuclear Power
Corporation was incorporated under the
laws of Vermont on August 4, 1966. The
Company was formed by a group of
New England utilities for the purpose of
constructing and operating a nuclear-
powered generating plant (the “Plant”).

The Plant commenced commercial
operation on November 30, 1972, and,
excepting maintenance and refueling
outages, has been in full operation since
that time. The Plant’s license, originally
due to expire in December 2007, has
been extended to March 2012.

Located in Vernon, Vermont, the facility
has a gross maximum dependable
capacity of approximately 535
megawatts. The common stock of
Vermont Yankee is owned by thirteen
utilities, nine of which are the
sponsoring utilities that are entitled to
and obligated to purchase the output of
the Plant.

Under the terms of the Company's
Power Contracts each sponsor is
obligated to pay Vermont Yankee

monthly, regardless of the Plant’s
operating level, or whether or not it is
operating, an amount equal to its
entitlement percentage of Vermont
Yankee's total fuel costs, operating
expenses, decommissioning costs and
an allowed return on equity. Also,
under the terms of the Capital Funds
Agreements with its sponsors, the
sponsors are committed to make funds
available for changes or replacements
needed to maintain or restore operation
of the Plant or to obtain or maintain
licenses necessary for its operation. The
names of the sponsors and their
respective entitlement percentages of
capacity and output are as follows:

Entitlement
Sponsor Percentage
Central Vermont Public Service Corporation 35.0
Green Mountain Power Corporation 200
New England Power Corporation 200
The Connecticut Light and Power Company 9.5
Central Maine Power Company 40
Public Service Company of New Hampshire 4.0
Western Massachusetts Electric Company

4
Montaup Electric Company 29
s

Cambridge Electric Light Company




PRESIDENT'S letter

1993 marked Vermont Yankee's twenty-first vear of operation. Since going on
line in 1972, we've generated over 73 billion kilowatt L( wrs of electricity. In the
last two decades, the national demand for electricity has grown more than 60

sercent and nuclear power has surpassed oil, natural gas and hydropower to

{xx‘nnw the second largest source in the nation.

The state of Vermont leads the nation with the highest percentage of total
electrical generation coming from nuclear power, / 9.5%, ten percent more than
any other state. As Vermont's only nuclear power plant, we have an
obligation to successfully and safely manage all facets of nuclear technology in
order to produce competitively-priced electricity for Vermonters and other
New Englanders.

This year, we successtully refinanced our long-term mortgage debt at a rate
three percent lower than the existing rate, and extended our loan period until
2009, a date more consistent with the current operating license of the plant. We
also received approval from our Board of Directors to upgrade our low-
pressure turbines in 1995 — an improvement which is expected to increase
our electrical output to 548 megawatts and ensure continued overall reliability
of the plant.

Another component of Vermont Yankee's operation process is the efficient and
safe disposal of low-level radioactive waste. A proposed compact between
Texas, Vermont and Maine to dispose of low-level radioactive waste in Texas 18
nearing completion. The cc »mract has been ratified by both Texas and Maine.
Vermont is expected to consider a bill during early 1994 to authorize its
participation.

Other achievements, financial as well as performance, are highlighted in this
Annual Report. From the information in the following pages, it's apparent

whv, when measured against the standards of excellence set by the industry,
Vermont Yankee continues to be recognized for our consistently high level of

pvrfnmmnc;-. -

]. Gary Weigand
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HIGHLIGHTS

Financial (dollars in millions):
Operating revenues
Net income
Total assets
Average number of shares
of common stock
outstanding (thousands)

Per Share of Common Stock:
Earnings per average common share
Dividends paid per common share
Book value per common share
(vear end)

Operating;
Kilowatt-hour sales (billions)
Cost per kilowatt-hours (cents)
Number of employees (year end)

$180.1
7.8

469.8
392

$19.86
20.14

138.01

1992

51759
~Q

/

438.2

392

$20.18

20.15

138.29

e T ——————— e ——— ——————————

% Change

24
(1.3)

TS

(.0

(1.6)
0.0




_OMMON STOCK ownershi P

Percentage  Shares
Owned Owned

Central Vermont Public Service Corporation 31.3% 122,653
New England Power Company 200 78402
Green Mountain Power Corporation 17.9 70,088
Connecticut Light and Power Corporation 95 37,242
Central Maine Power C ompany 4.0 15,681
Public Service Company of New Hampshire 4.0 15,681
Burlington Electric Department 3.6 14,301
\1untaup Electric Company 2.5 9,801

Cambridge Electric Light Company 25 9,801
Western Massachusetts Electric Company ¥ i 9,800
Vermont Electric Cooperative, Inc. 1.0 4213

Washington Electric Cooperative, Inc. 0.6 2431
Lyndonville Electric Department 0.6 2,387




MANAGEMENT review

Plant Performance
Capactty Factor

Vermont Yankee continues to be a world
class nuclear power plant. For the five-
year period 1987-92, Vermont Yankee's
average capacity factor was 86.8%. This is
367 higher than the U.S. industry aver-
age and 21% higher than the interna-
tional average. Although 1993 US. and
international capacity factors are not yet
available for comparison, Vermont Yan-
kee's capacity factor of 76.4% is expected
to continue our record of exceeding both
U.S. and international average capacity

tactors.

Plant Improvements

Since the plant commenced commercial
operation in 1972, Vermont Yankee has
made capital investments exceeding $207
million (original plant cost was $183
million). These investments have en-
hanced plant safety and reliability. We
continue to invest in plant improve-
ments. Significant expenditures over the
last ten years include replacement of our
recirculation pipe, main transformer,
several feedwater heaters, as well as
improvement in plant safety systems and
fuel design. During 1995, we plan to
retrofit our two low-pressure turbines.
This project will replace existing equip-
ment with improved materials and

[ [USER

Capacity Factors:

litutilil |

[ JUNTHE

VTERNATIONA

Vermont Yankee vs Industry Averages



design which will contribute to in-
creased turbine efficiency and durability.
All of these improvements are consistent
with our goal to be a safe, reliable source
of electricity for the next 20 years and to
have the capability of operating an
additional 20 years if desired.

Low-Level Radioactive Waste Disposal

Vermont Yankee is moving forward
with an ultimate solution for its low-
level radioactive waste disposal. While
we are able to dispose of our low-level
radioactive waste in Barnwell, South
Carolina, through June 1994, the State of
Vermont is in the process of completing
an agreement to enter into a compact
with Texas and Maine for disposal of
low-level radioactive waste in Texas.
The compact has been ratified by both
Texas and Maine. The Vermont Legisla-
ture is expected to consider a bill early
during 1994 which would authorize
Vermont’s participation in the compact.
If approved by the State of Vermont, the
compact will be submitted to the US.
Congress for ratification.

Outage Lengths

Vermont Yankee has significantly out-
performed the industry on average in

its ability to limit downtime during
refueling outages. The plant has an
operating cycle of eighteen months and
must be shut down at the end of an
operating cycle for refueling, mainte-
nance, and construction activities. Our
refueling outages are approximately
42% shorter than the industry average.

U.S. BWR

VERMONT  INDUSTRY

YEAR YANKEF AVERAGI
1988 86
1989 57 99
1990 45 86
1991 = 84
1992 4% == 97
1993 e Y e T

Refueling Quitage Length (Dedys)

Industrial Accident Rate

Ower the past two years, Vermont Yankee
has devoted considerable attention to
raising the standards for industrial safety
in our company. Our efforts have in-
cluded development of a comprehensive
safety manual, extensive employee train-
ing, and an incentive award system. We
are particularly proud of our zero lost-
time accident rate achieved during 1993,

N



MANAGEM_EY\JT review

Plant Economics

Vermont Yankee, despite having the

handicap of being a small plant, has

operation and maintenance costs that

compare favorably with the industry as

illustrated by the chart to the right:

(1) Excluding Fuel and Administrative and General
Expenses

* Non-refueling vear ** Not available

Fuel Fconones

Vermont Yankee's fuel costs continue to
be below the industry average as

illustrated in this table:

1) Includes spent fuel disposal fees
2) Includes DOE enrichment site cleanup fes

* Mot availabig

lotal Cost of Power

Vermont Yankee continues to be a low-
cost producer of electricity. The table to
the right illustrates Vermont Yankee's
cost per kilowatt hour of electricity
generated:

(1) Inclusive of all costs

(2) Since commercial operations began in 1972

* Non-refueling vear

VERMONT INDUSTRY
YEAR YANKL] \WWVERAGH
1989 1.49 1.50
1990 1.94 1.47
1991 127 1.48
1992 1.95 1.83
1993 2.36 N/A

Operation & Maintenance Costs

(Cents per KW)'

VERMONT INDUSTRY
YEAR YANKEI AVERAGI
1989 0.76 0.76
1990 0.67 0.72
1991 0.61 0.68
1992 0.57 0.65
1993 0.58° N/A*

Fuel Costs {Cents per KWH) 7.

YEAR VERMONT YANKEI
1989 4.04

1990 4.61
1991 3.69
1992 4.70
1993 5.34
5-YEAR AVERAGE 4.48 ‘
CUMULATIVE COST OF POWER 3.23°

Total Cost of Power (Cents per KWH) '




Impact on the Vermont Economy

[n addition to providing to Vermont
utilities 55% of the electricity we
produce, Vermont Yankee makes
substantial direct contributions to the
Vermont economy in the form of
employee wages, state and local taxes

and fees, payments to Vermont vendors,

and dividends to Vermont shareholders
The chart to the right shows the amount
of these payments during 1993.

Community Involverment

Vermont Yankee makes corporate
contributions to organizations or
programs which benefit a significant
pnr’tmn of the communuty and
generally improve the qua lity of life in
the area. The company 1s an annual
benefactor to many health and human
service m,vmvs suppurts a variety of
educational programs, parm ularly
those focusing on math, science and
the environment, participates in
programs to introduce adults and
children to the performing arts, and
sponsors local sporting events, teams,
and vouth activities. In addition to
direct donations by the company,
many Vermont Yankee employees
contribute countless volunteer hours to
organizations in the tri-state region.

$9.3 $11.7

State Taves VT Vendors

%44
Dividends

$20.8

543‘ o Payroll

Local Taxes

Funding for Decommussioning

Vermont Yankee continues to fund the
ultimate decommuissioning of our plant
with the goal of restoring the plant site to
its original condition once we have
concluded operations. At the end of
1993, these funds and expected future tax
benefits totalled $101 million out of a
current projected decommissioning cost
of $253 million. We expect to continue to
contribute to our decommissioning fund
at a level necessary to achieve full
funding at the end of our operating
license in 2012.

[———————————————————————E I R L S
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FINANCIAL review

"

L ) perating revenues of the Company
are bitled and received from customers
based on the terms of the Power Con-
tracts. Under those contracts, customers
are severally required to pay the Com-
pany an amount equal to their respec-
tive entitlement share of the Company’s
total fuel costs, operating expenses with
respect to the Plant, and a return on net
unit investment as defined in such
power contracts.

Operating revenues increased in 1993
from 1992 by $4.2 million, or 2.4%, pri-
marily as a result of higher operating,
maintenance, depreciation and decom-
missioning expenses, offset, in part, by
lower nuclear fuel expense.

Nuclear fuel expense decreased by $1.7
million, or 8.1%, in 1993 from 1992 as a
result of an 8.1% decrease in electrical
generation. Due to additional emergent
work required in 1993, the Plant was
shut down for a total of 81 days com-
pared to just 45 days in 1992.

Other operating expenses increased $1.0,

million, or 1.4%, and maintenance ex-
pense increased $3.5 million, or 12.7%, in
1993 from 1992. These increases are the
result of costs associated with the main-
tenance and repair cfforts completed

during 1993 plant shutdowns and other
operating projects completed during the
year including station air compressor

replacements, fire barrier seal repairs,
and modifications to the turbine build-
ing roof vents.

Decommissioning expense increased
$0.7 million, or 6.3%, in 1993 primarily as
a result of the inflation factor included in
the Company’s decommissioning rate
schedule, as approved by the Federal
Energy Regulatory Commission.
Depreciation expense increased $0.5
million, or 3.4%, in 1993 due to an in-
crease in depreciable assets. Two major
additions, a new spent fuel pool cooling
system and new feedwater heaters, were
placed in service in 1993,

In November, 1993, the Company issued
$75.8 million of Series 1 6.48% first mort-
gage bonds and applied the proceeds to
retire the remaining Series D 10 125%,
Series E 9.875%, Series F9.375%, Series G
8.94% and Series H 8.25% ﬁrst mortgage
bonds. The Company estimates that this
first mortgage bond refinancing will
result in a net decrease in 1994 interest
expense of $1.6 million and a total sav-
ings (measured over the lives of
retired bonds) of $7.8 maillion.




"'“'T ATIZMI :D l'l ‘S of Income |
D & retained earnings

Years ended December 31

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS




BALANCE sheets

“N\[ IS

December 31
1993 1992

$469,770 $438,208

SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
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ash flows

Years ended December 31,

Cash flows from operating activities
Net incom
Adstments to reconcile net income to net cash provided
by operating activities
Amortization of nuclear fuel
Depreciation
Decommissioning expense
Deterred tax expense
Amortization of deferred investment tax credits
Nuclear fuel dl\}\ wal fee interest accrual
Interest and dividends on disposal fee defeasance furd
(Increase) decrease in accounts recervable
(Increase) decrease in prepaid expenses
(Increase) in materials and supplies inventory
Increase (decrease) in accounts payable and accrued lia
Increase (decrease) in interest and taxes payable
Other
Total adustments
Net cash provided by operating activities

Cash flows from investing activities
Electric plant additions
Nuclear fuel additions
Pavments to decommuissioning fund
Payments to disposai fee defeasance fund
Net cash vsed in investing activities

Cash flows from financing activities
Dividend payments
Purchase of treasury stock
Issuance of Series H first mortgage bonds, net

Issuance of Series | first mortgaize bonds, net

Retirement of first m rtgage bonds including r-.,\h‘m}‘tl\ n COSES

Payments of long-term obhigations
2
Borrowings under long-term agreemant
Net cash used In financing activities

et increase (decrease) in cash and temporar
investments

(ash and temporary investments at beginning of vear

ash and temporary investments at end of year

1993

(Dollars in thousands)

bilibes

- 195

(137911
13841

(6,910

427

e

(74,629)

1992

TN

1991

(6,596)
(18,444)

(8,323)

SEE ACCOMPANYING NOTES TO FINANGIAL STATEMENTS




NOIB to financial statements

“| SUMMARY OF SIGNIFICANT
& ACCOUNTING POLICIES

a Regulations and Operations

Vermont Yankee Nuclear Power Corporation (“the
Company”) is subject to regulations prescribed by the
Federal Energy Regulatory Commission (“FERC”), and
the Public Service Board of the State of Vermont with
respect to accounting and other matters. The Company
is also subject to regulation by the Nuclear Regulatory
Commission (“NRC”) for nuclear plant licensing and
safety, and by federal and state agencies tor environ-
mental matters such as air quality, water quality and
land use.

Prior to November 19..3, the Company was subject to
regulation by the Securities and Exchange Commussion.
As a result of the debt refinancing discussed in NOTE 6,
the Company is no longer subject to such regulation.

The Company recogrizes revenue pursuant to the terms
of the Power Contracts and Additional Power Contracts.
The Sponsors, a group of nine New England utilities, are
severally obligated to pay the Company each month
their entitiement percentage of amounts equal to the
Company’s total fuel costs and operating, expenses ol its
Plant, plus an allowed return on equity (12.25% since
December 1, 1989). Such contracts also obligate the
Sponsors to make decommissioning payments through
the end of the Plant’s service life and the completion of
the decommussioning of the Plant. All Sponsors are
committed to such payments regardless of the Plant’s
operating level or whether the Plant is out of service
during the period.

Under the terms of the Capital Funds Agreements, the
Sponsors are committed, subject to obtaining necessary
regulatory authorizations, to make funds available to
obtain or maintain licenses necessary to keep the Plant in
operation.

b Depreciaticn and Maintenance

Electric plant is being depreciated on the straight-line
method at rates designed to fully depreciate all depre-
ciable properties over the lesser of estimated useful lives
or the Plant's remaining NRC license life, which
extends to March 2012, Depreciation expense was
equivalent to overall effective rates of 3.74%, 3.56% and
3.23% for the vears 1993, 1992 and 1991, respectively.

Renewals and betterments constituting retirement units
are charged to electric plant. Minor renewals and
betterments are charged to maintenance expense.
When properties are retired, the original cost, plus cost
of removal, less salvage, is charged to the accumulated
provision for depreciation.

¢ Amortization of Nuclear Fuel

The cost of nuclear fuel is amortized to expense based
on the rate of bum-up of the individual assemblies
comprising the total core. The Company also provides
for the costs of disposing of spent nuclear fuel at rates
specified by the United States Department of Energy
(“DOE") under a contract for disposal between the
Company and the DOE.

The Company amortizes to expense on a straight-line
basis the estimated costs of the final unspent nuclear
fuel core, which is expected to be in place at the
expiration of the Plant's NRC operating license, in
conformity with rates authorized by the FERC.

d Amortization of Materials and Supplies

The Company amortizes to expense a formula amount
designed to fully amortize the cost of the material and
supplies inventory that is expected to be on hand at the
expiration of the Plant’s NRC operating license.

15
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NOTES to financial statements

e Long-term Funds

The Company accounts for its investments in long-term
funds at amortized cost since it has both the intent and
ability to hold these investments for the foreseeable
future. Amortized cost represents the cost to purchase
the investment, net of any unamortized premiums or
discounts.

f Amortization of Gain and Loss on
Reacquired Debt

The difference between the amount paid upon reacquisi-
tion of any debt security and the face value thereot, plus
any unamortized premium, less any related unamor-
tized debt expense and reacquisition costs, or less any
unamortized discount, related unamortized debt
expense and reacquisition costs applicable to the debt
redeemed, retired and canceled, is deferred by the
Company and amortized to expense on a straight-line
basis over the remaining life of the applicable security
1Ssues.

8 Aliowance for Funds Used During
Construction

Allowance for funds used during construction
(“AFUDC") 1s the estimated cost of funds used to finance
the Company’s construction work in progress and
nuclear fuel in process which is not recovesed from the
Sponsors through current revenues. The allowance is
not realized in cash currently, but under the Power
Contracts, the allowance will be recoverea in cash over
the Plant’s service life through higher revenues associ-
ated with higher depreciation and amortization expense.
AFUDC was capitalized at overall effective rates of
592%, 6.82% and 6.98% for 1993, 1992 and 1991, respec-
tively, using the gross rate method

h Decommissioning

The Company is accruing the estimated costs of decom-
missioning its Plant over the Plant’s remaining NRC
license life. Any amendments to these estimated costs
are accounted for prospectively

1 Taxes on Income

Effective January 1, 1993, the Company began account-
ing for taxes on income under the liability method
required by Statement of Financial Accounting Standard
109. See Note 10 for a further discussion of this change
in accounting,

Investment tax credits have been deferred and are being
amortized to income over the lives of the related assets.

j Cash Equivalents

For purposes of the Statements of Cash Flows, the
Company considers all highly liquid short-term invest-
ments with an original maturity of three months or less
to be cash equivalents

k Reclassifications

Certair information in the 1992 and 1991 financial
statements has been reclassified to conform with the 1993
presentation.

| Earnings per Common Share

Earmnings per common share have been computed by
dividing earmings available to cornmon stock by the
weighted average number of shares outstanding dunng
the year.
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72, DECOMMISSIONING

e Company accrues estimated decommussionimg costs
for its nuclear plant over its remaining NRC licensed life
based on studies by an independent engineenng tirm
that assumes that decommussioning, will be accom-
plished by the prompt removal and dismantling

method. This method requires that radioactive matenals
be removed from the plant site and that all buildings and
facilities be dismantled immediately after shutdown
Studies estimate that approximately six years wi uld be
required to dismantle the Plant at shutdown, remove
wastes and restore the site. The Company has imple
mented rates based on a settlement agreement with the
FERC which allowed $190) million, it 1988 dollars, as the
estimated decommissioning cost. This allowed amount
s used to compute the Company’s liability and billings
to the Sponsors. Based on an assumed inflation rate of

6% per annum and an expiration of the Plant’s NRC
operating license in 2012, the estimated current cost of
decommussioning is $253 million and, at the end of 2012,
is approximately $769 million. The present value of the
pro rata portion of decommissioning costs rec rded to
date is $134.6 million. On December 31, 1993, the balance
i the Decommissioning Trust was $98.9 million

Billings to Sponsors tor estimated decommussioning
costs commenced during 1983, at which time the
Company recorded a deferred charge tor the present
value of decommissicning costs applicable to operations
of the Plant for prior periods. Current period decommis-
sioning costs not funded through billings to Sponsors or
earnings on decommissioning fund assets are also
deferred. These deferred costs will be amortized to
expense as they are funded over the remaining life of the
NRC operating license

In 1994, the Company must file a revised estimate of
decommissioning costs and a revised schedule of future

annual decommussioning fund collections reflecting the
historical differences between assumed and actual rates
of inflation and the historical differences between
assumed and actual rates of eamnings on decommussion-
ing fund assets. Filings are required to be made within
four vears of the most recent FERC approval of decom-
missioning, cost estimates and rates.

Cash received trom Sponsors for plant decommussioning
costs 1s deposited into the Vermont Yankee Decommis-
sioning Trust in either the Qualified Fund (i.e, amounts
currently deductible pursuant to the IRS regulations) or
the Nonqualified Fund (i.e., excess collections pursuant
to FERC authorization which are not currently deduct-
ible). Funds held by the Trust are invested in high-grade
US. government secunities and municipal obligations
Interest earned by the Decommussioning, Trust assets 15
recorded in other income and deductions, with an equal
and offsetting amount representing the current period
decommissioning cost funded by such eamings reflected
as decommissioning expense

Decommussioning expense for 1991 included an adpust-
ment of approximately $2.1 million resulting from the
Company’s rate reduction filing approved by the FERC
on February 28, 1991 as discussed in NOTE 3

74
) FERC Rare Case MATTERS

On April 27, 1989, Vermont Yankee filed an application
with the NRC to extend the term of the operating
license from 2007 to 2012 so that the Plant may operate
for 40 years after it entered commerdial service in 1972
On December 17, 1990, the NRC issued an amendment
to the operating license extending its term fo March 21,
2012. The Company submitted a rate reduction filing
with the FERC to reflect in rates the adjustments to
decommussioning, depreciation and amortization
resulting from the license extension. The Company

”
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proposed to make this reduction effective as of March 1,
1991, and, since the extension was issued in 1990, to

reflect the necessary adjustment for the period Janucry 1,

1990, through February 28, 1991

On February 28, 1991, the FERC approved the Com-
pany’s rate reduction filing. The effects of this ruling
were accounted for prospectively in fiscal 1991, produc-
Ing a net revenue reduction of approximately $7.4
million in 1991, which reflected the retroactive treatment
to January 1, 1990. This ruling resulted in reduced
revenue requirements of approximately $3.5 million for
both 1992 and 1993, and similar reductions are expected
in future years.

On March 26, 1993, the FERC initiated a review of the
return on common equity component of the formula
rates included in the Company’s Power Contracts. On
October 22, 1993, the FERC approved a settlement
whereby the Company retained its 12.25% authoried
rate of return on comumon equity and agreed to credit
monthly power billings by approximately $139,000
beginning in june, 1993,

In 1954, the Company will submit a rate filing to the
FERC which will include, among other things, a revised
estimate of decommissioning, costs and a revised
schedule of future annual decommissioning fund
collections.

O71HER DEFERRED CHARGES
4: AND CREDITS

In October 1992, Congress passed the Energy Policy Act
of 1992 which requires, among other things, that certain
utilities help pay for the cleanup of the DOE's ennch-
ment facilities over a 15-year period. The Company’s
annual fee is estimated based on the historical share of
enrichment service provided by the DOE and is
indexed to inflation. These fees will not be adjusted for
future business as the DOE's future cost of sales will
include a decontamination and decommussioning
component. The Act stipulates that the annual fee shall
be fully recoverable in rates in the same manner as
other fuel costs.

In 1993, the DOE billed, and the Company paid, the
first of the 15 annual fees. As of December 31, 1993, the
Company has recognized a current accrued liability of
$2.6 million for the two fee payments expected to be
made in 1994, a deferred credit of $16.0 million for the
12 annual fee payments that are due subsequent to 1994
and a corresponding regulatory asset of $18.6 million
which represents the total amount includable in future
billings to the purchasers under the Power Contracts.
While these amounts are reflected in these financial
staternents, the Company is reviewing the DOE's
calculation of the annual fee and believes that the
annual fee will ultimately be reduced.

Approximately $2.1 and $3.3 million of the $3.6 and $5.0
million in other deferred charges at December 31, 1993
and 1992, respectively, relate to payments made to the
Vermont Low Level Radio ctive Waste Authority
("“VLLRWA"), an agency of the State of Vermont for the
siting and construction of a low-levei waste disposal
facility.
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rued interest and money market funas

1993

Dollars in thousands)

Book Market

value valu

51 | 8.666
84 576

| 863

N Ks() 105,105
39 870 39 870
19 3 (83
419 419

$142,364

1992

Market

valug

Book

6457 26457
6,11 5 94()
135 135
13802 313722

$115983 $118,748

\t December 3 3 i

1992, gross unrealized gan nrealized gams on
“’ui‘.\7~~~u~;l”‘hnt ng to th calized losses O
iong-term mvestment nrealized gams on

securities were as foll nrealized l0sses o

Unrealized losses on

US. Treasury obligations
LS. Treasury obligations

Municipal obligations

1 Municipal obligations

orporate bonds and notes

1993 1992
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NOTE 6 LONG-TERM OBLIGATIONS

A summary of long-term obligations at December 31
1993 and 1992, 1s as follows:

First mortgage bonds

Senes B - 8.50% due 1998

Series C - 7.709% due 1998

Series D - 10.125% due 2007
Series E - 9.875% due 2007

Series F - 9.375% due 2007

Series G- 894% due 1995

Series H - 8.25% due 1996

Senes | - 6487 due 2009

Total first mortgage bonds

Eurodollar Agreement Commercial Paper
Unamortized premium on debt
Total long-term obligations

Mm

1993 1992
(Dollars in thousands)
$ $1,307

1,612
23,147
5,703
5744
25.000
8 388
75,845
75845 70,861
3791 3,292
. 40
5_7:’_,91.6 $74,193

The fi. st mortgage bonds are issued under, have the
terms and provisions set forth in, and are secured by an
indenture of Mortgage dated as of October 1, 1970
between the Company and the Trustee, as modified
and supplemented by 13 supplemental indentures. All
bonds are secured by a first lien on utility plant
exclusive of nuclear fuel, and a pledge of the Power
Contracts and the Additional Power Contracts (except
tor fuel payments) and the Capital Funds Agreements
with Sponsors

On July 1, 1993, the Company retired the outstanding
Series B and Series C first mortgage bonds. In Novem-
ber 1993, the Company issued $75.8 million of Series |
first mortgage bonds stated to mature on Novernber 1,
2009. The Company applied the proceeds of the bond
1ssuance principally to retire the remaining Series D,

m

Series E, Series F, Series G and Series H first nw rtgage
bonds, including call premiums totalling $3.7 million
based on the early redemption of the bonds. Cash
sinking fund requirements for the Series 1 first mortgage

bonds are $5.4 million annually beginning November
19K

The Company has a $75.0 million Eurodollar Credit
Agreement that expires on December 31, 1995, subject to
three optional one-vear extensions. The ¢ ompany
ssued commercial paper unAer this agreement with
weighted average interest rates of 3.22% for 1993 and
395% for 1992. Payment of the commercial paper is
supported by the Eurodollar Credit Agreement, which
15 secured by a second mortgage on the Company’s
generating tacility
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- DiscLosures Apour THE FAIR
Varur oF FINANCIAL
INSTRUMENTS

he carrving amounts for cash and temporary invest
ments, trade receivables, accounts receivable from
sponsors, accounts pavable and accrued habilities
approximate their fair values because of the short
maturity of these instruments. The fair values of long
term funds are estimated based on quoted market prices
for these or similar investments. The fair values of each
of the Company’s jong-term debt instruments are

estimated based on the quoted market prices for the
same or stimilar issues, or on the current rates offered to
the ( ompany for debt of the same remaining matuntes

The estimated fair value of the Company’s iinar 1al
instruments as of December 31 are summarized as
follows (dollars in thousands)

Carrving
Amount

Decommissioning fund $98 880
Disposal fee defeasance fund 43484
Long-term debt 79,636
Disposal fee and accrued interest 8,688

1993 1992
Estimated Carrving Estimated
Fair Value Amount Fair Value
$105,105 $R2.(91 S8526
43372 33 892 33,722
77,361 74,193 78,235
R() ARS8 78,239 78239

Fair value estimates are made at a Speciic px int m tme
based on relevant market information and information

v~

about the financal instrument. These eshimates are
subiective in nature and involve uncertainties and
matters of significant judgment and theretore cannot b
jetermined with precision. ( ‘hanges in assumptions

could significantly affect the estimates

¢) DisrosaL FEE FOR SPENT
¢ ) NucrLeAr Fugr

I'he Company has a contract with the United States
Department of Energy ( DOE") for the permanent
lisposal of spent nt iclear fuel. Under the terms of this
contract, in exchange for the one<time fee discussed
below and a quarterly fee of ] mil per kwh of electnaity
cenerated and sold, the DOE agrees to provide disposal

services when a faality for spent nuclear fuel and other

high-level radicactive waste is available, which is
required by current statute to be prior to January 31, 198

The DOE contract obligates the Company to pay a one-
time fee of approximately $39.3 million for disposal costs
for all spent fuel discharged through April 7, 1983
Although such amount has been collected in rates rom
the Sponsors, the Company has elected to defer payment
of the fee to the DOE as permitted by the [X E contract
The fee must be paid no later than the first delivery of
spent nuclear fuel to the DOE. Interest accrues on the
unpaid obligation based on the thirteen-week Treasury
Bill rate and is comnpounded quarterly. Through 1993
the Company deposited approximately $375inan
irrevocable trust to be used exclusively for defeasing this
obligation at some future date, provided the DOt
complies with the terms of the aforementioned contract

M



NOIES to financial statements

On December 31, 1991, the DOE issued an amended final
rule modifying the Standard Contract for Disposal of

Spent Nuclear Fuel and /or High-level Radioactive Waste.

The amended final rule conforms with a March 17, 1989,
ruling of the US. Court of Appeals for the District of
Columbia that the 1 mil per kilowatt hour fee in the
Standard Contract should be based on net electricity

generated and sold. The impact of the amendment on the

Company was to reduce the basis for the fee by 6% on an
ongoing basis and to establish a receivable from the DOE
for previous overbillings and accrued interest. The
Company has recognized in its rates the full impact of the
amended final rule to the Standard Contract

The DOE is refunding the overpayments, including
interest, to utilities over a four-year period ending in 1995
via credits against quarterly payments. Interest is based
on the 90-day Treasury Bill Auction Bond Equivalent and
will continue to accrue on amounts remaining to be
credited. At December 31, 1993 and 1992, respectively,
approximately $0.9 and $1.6 million in principal and
interest is reflocted in other accounts receivable.

NOTE ' 9 SHORT-TERM BORROWINGS

The Company had lines of credit from various banks
totalling $6.3 million at December 31, 1993 and 1992. The
maximum amount of short-term borrowings outstand-
ing at any month-end during 1993, 1992 and 191 was
approximately $0.2 million, $0.6 million and $0.4 million,
respectively. The average daily amount of short-term
borrowings outstanding was approximately $0.3 million
for 1993, and $0.1 million for 1992 and 1991 with
weighted average interest rates of 5.75% in 1993, 6,12 %
in 1992 and 8.19% in 1991. There were no amounts
outstanding under these lines of credit as of December
31,1993 and 1992.

P
) 10 TAxes oN INcoMmE

In February, 1992, the Finandial Accounting Standards
Board issued Statement of Financial Accounting
Standards No. 109, “Accounting for Income Taxes”,
which required the Company to change from the
deferred method to the liability method of accounting for
ncome taxes on January 1, 1993. The liability method
accounts for deferred income taxes by applying enacted
statutory rates in effect at the balance sheet date to
differences between the book basis and the tax basis of
assets and labilities (“temporary differences”).

This new statement requires recognition of deferred tax
liabilities for (a) income tax benefits associated with
timing differences previously passed on to customers
and (b) the equity component of allowance for funds
used during construction, and of a deferred tax asset for
the tax effect of the accumulated deferred investment tax
credits. It also requires the adjustment of deferred tax
liabilities or assets for an enacted change in tax laws or
rates, among other things,

Although adoption of this new statement has not and is
not expected to have a inaterial impact on the Com-
pany’s cash flow, results of operations or financial
position because of the effect of rate regulation, the
Company was required to recognize an adjustment to
accumulated deferred income taxes and a corresponding
regulatory asset or liability to customers (in amounts
equal to the required deferred income tax adjustment to
reflect the future revenues or reduction in revenues that
will be required when the temporary differences tum
around and are recovered or settled in rates. In addition,
this new statement required a rec'assification of certain
deferred income tax liabilities to liabilities to customers in
arder to reflect the Company’s obligation to flow back
deferred income taxes provided at rates higher than the
current 35% federal tax rate. The Company has applied
the provisions of this new statement without restating
prior vear financial statements

w
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W mponents of Moome tax expense ol

ied December 31, 1993

[axes on operabing, INCOM

Current tederal incorme tax

Deterred tederal income tax
C urrent state income tax

Deterred state income tax

Investment tax credit adustment

1xes on other Incomg
Current federal income tax

Current state mcome tax

[otal iIncome taxes

nciliation of the Company

s effective Income tax rates with

1992

(Dollars in thousands

1991

§ 4,2 $ 4,003
| ("9 | -\‘,4 ) | _"fx\
|00 | 285 1,024

e 8 (329)
N7 7) (641) { )
— ) N
3 401 ) 485
496 S9N 353
12 158 94
'v;_\ 756

the federal statutory rate is as follows

Federal statutory rat

investment crecit
Book depreqation in e

AFUDC equity

Flowback

XCEss Of tax bask

Of excess deterred taxes

(ther

State income taxes, net of federal iIncome tax bx

nefit

1992

"4 0y
wi L) W
£ 6.1
(b))
——
" l
AR A
{ (67
) 1) ;e




T'he items comprising deferred income tax expense are as follows

NOTES to financial statements

Decomumissioning expense not currently deductible

Fax dx,"pru‘l.)tu i over (under) financal statement
depreciation

Tax tuel amortization over (under) finanaal
statement amortization

Tax loss on reacquisition of debt over (under)
financial statement expense

Pension expense not currently deductible

Postemployment benefits deduction over (under)
financial statement expense

Amortization of materials and supplies not
currently deductible

Low-level waste deduction over (under) financial
staterment expense

Flowback of excess deferred taxes

Other

1993

(978)

(255)

1,887

(167

1992

Dollars in thousands)

1991

{1.389)
178

i.*\:)

739)
Ml‘\
(R28)

245

$ (801)
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deterred tax labilities at December 31, 1¢

below

3

December 31, 1993

Deterred tax assets
Accumulated amortization of final nuclear core %2914
Nuclear decommissioning liability 2 810
Regulatory liabilities 5856
Accumulated deferred investment credit P B
Accumulated amortization of matenals and supphies 281
\ Ni!\” 2771

1 ] -
1otal gross deterred tax assets

Less valuation allowance

Net deferred tax assets

Deferred tax liabilities

Plant and equipment (51 258)
Other (5.220)

[otal gross deferred tax habilities (56,478)

5(38,247)

Net deferrect tax hability

January 1, 1993

Daollars in thousands)

y )

Y W)
.,,\

(51.39%)

'/ %)

(56.973)

$(37,046)

['he valuation allowance 18

the result of a provision 1

Vermont tax law which limits refunds resulting

rom

rrvbacks of net operating 10sses

SUPPLEMENTAL
CasH FLow INFORMATION

e following information supplements the cash flow

nformation provided in the Statements of Cash Flows

(Dollars m thousands
Cash pand during the vear tor

[nterest (net of amount capitalizen $ 7632 $

Income taxes

7062

wned Januan




NOTES to financial statements

NOTE :{_2 PENsION PLANS

e Company has two noncontributory pension plans on age, vears of service and the level of compensation
covering substantially all of its regular employees. The during the final years of emplovment. The aggregate
Company’s funding policy is to fund the net periodic funded status of the Company’s pension plans as of
pension expense accrued each year. Benefits are based December 31, 1993 and 1992, is as follows
-
December 31,
1993 1992
(Dollars in thousands)
Vested benefits $ 8882 $ 6548
Nonvested benefits 1,338 918
Accumulated benefit obligation 10,220 7 466
Additional benefits related to future compensation levels 8540 7,728
Projected benefit obligation 18,760 15,194
Fair value of plan assets, invested primarily in equities
and bonds 16,343 13791
Projected benefit obligation in excess of plan assets $ 2417 $ 1,403

I'he increase in the projected benefit obligation from
$152 million in 1992 to $18.8 million in 1993 is the result
of additional service accruals, interest costs and changed
plan assumptions

Certain changes in the items shown above are not

recognized as they occur, but are amortized systemati-
cally over subsequent periods. Unrecognized amounts
still to be amortized and the amount that is included in

the balance sheet appear on page 27
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December 31,

1993 1992
1

(Dollars in thousane

Unrecognized net tran
L nrecognized net gau

Pension Liability included in balance sheet

LNrecognized prnor servi © Cost

excess of

Projected benefit obligation i €
$ 2417 $ 1403

plan assets

he following are pension plan assumptions as of December 31, 1993 and 1992

December 31,
1993 1992

Driscount rate -0y 2
Compensation scals 55 ¢
85 R 5

Expected retum on assets

Dense 1or the thres vears ending December 31, 1993, included the tolle WIng component

>

1993 1992 1991

(Dollars in thousands
Service cost - bemehts eamed 4 8127 $1.147
Interest cost on propcted benemit ligation 1 13E 1,104
Actual (retum) loss on plan assets 1, (86T 2,124
Net amortization and deterral 631 78 145

$1,268 $1,791 $15MY

b 4
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NOTE [

OIES to financial statements

POSTRETIREMENTBENEFITS
OTHERTHANPENSIONS

The Company adopted Statement of Financial Account-
ing Standards No. 106, “Employers’ Accounting for
Postretirement Benefits Other Than Pensions” (SFAS
106), on January 1, 1992 This statement requires
companies to use accn 1al accounting for postre tirement
benefits other than pensions. Prior to 1992, the Company
accrued and collected a portion of postretirement
benefits costs through decommussioning, billings while
the remaining cost was expensed when benefits were
paid. The incremental cost, above the amount collected
through decommissioning billings, approximatelv $2.4
milhion, is now accrued and since Jaruary 1992, has been
included in the Company’s monthly power billings to
Sponsors. The Company is funding this liability by
placing monies in separate trusts. In order to maximize
the deductible contributions permitted under IRS

regulations, the Company has amended its pension
plans and established separate VEBA trusts for man
agement and union emplovees

In December 1992, the FERC issued its policy statement
setting forth how utilities can recover in rates the
increased costs associated with the implementation of
SFAS 106. The policy statement specifies three condi-
tions that must be met before FERC will consider
companies’ election of the accrual method: (a) the
Company must agree to make cash deposits to an
irrevocable external trust fund, at least quarterly, in
amounts that are proportional and, on an annual basis,
equal to the annual test period allowance for postretire-
ment beneiits other than pensions; (b) the Company
must agree to maximize the use of income fax deduc-
tions for contributions to funds of this nature; and (¢) in
order to recover the transition obligation, the Company
must file a general rate change within three vears of
adoption of SFAS 106

The following table presents the plan’s funded status reconciled with amounts recognized in the Company’s balance
sheets as of December 31, 1993, and December 31, 1992 (dollars in thousands)

Accumulated postretirement benefit obligation 1993 1992
Retirees $ 1078 $ 1277
Fully eligible active plan partiapants 921 1332
Other active participants 8071 9,935
Total accumulated postretirernent benefit obligation 10,070 12,544
Fair value of plan assets, invested primarily in short-term investments 2457 1,595
Accumulated postretirement benefit obligation in excess of plan assets $ 7613 $10,949
Unrecognized net transition obligation $ 7933 $10,314
Unrecognized net gain (1,980) (126)
Accrued postretirement benefit cost collected through decommissioning
billings and included in accrued habilities 1,660 761
Accumulated postretirement benefit obligation in excess of plan assets $7,613 $10,949




[he net periodic postretirement benefit cost for 1993 and
1992 includes the following components (d dlars in
thousands)

1993 1992

Service cost $ 735 $ 958
Interest cost 652 941
Net amortization

and deferral 350 543
Net periodic

postretirement

benefit cost $1,737 $ 2442

e e

For measurement purposes, a 15% annual rate of
increase in the per capita cost of cov ered benefits (1e.,
health care cost trend rate) was assumed for 193; the
rate was assumed to decrease gradually to 6% by the
vear 2001 and remain at that level thereafter. The health
care cost trend rate assumption has a significant effect on
the amounts reported. For example, increasing the
assumed health care cost trend rates by one percentage
point in each year would increase the accumulated
postretirement benefit obligation as of Dex ermber 31
1993, by $2.2 million and the aggregate of the service and
mterest cost components of net }k-n-.xha postretirement
henefit cost for the vear ended December 31, 1993, by
0.3 million. The weichted-average discount rate uscd
in determining the accumulated postretirement b it
obligation was 7% at December 31, 1993

I'he change in the accumulated postretirement benefit
obligation from $12.5 million in 1992 to $10.0 million in
1993 is the result of adustments made to reflect a lower
actual medical cost increase during 1993 than projected
The reduction in the unrecognized net transition
obligation from $10.3 million in 1992 to $7.9 million in
1993 is primarily the result of ehmination of Medicare
Part B coverage

» l B B . ‘
l{: Lease COMMITMENTS
The Company leases equipment and svstems under
noncancelable operating leases. Charges aganst income
for rentals under these leases were approximately $3.7
million, $2.6 million and $3.7 million in 1993, 1992 and
1991, respectively Minimum future rentals as of
December 31, 1993, are as follows

Annual rentals
(Dollars in thousands)

Fiscal vears ended

1994 § 3283
19095 3060
1996 2878
1997 2 798
1998 and after 5,053

The Company has entered into an agreement with
General Electric Capital Corporation to lease turbine
components being constructed by General Hectne Cor-
poration valued at appre wimately $29 million including
installation costs. Under the lease agreement, the
Company will make 120 monthly payments of $342,358
each commenang on the later of (1) April 15 1995, or
(2) the commissioning date of the equipment. The lease
will also include the sale and leaseback of a $2 million
turbine rotor forging previously owned by the Com
pany. The lease will be classified as an operating lease
for accounting purposes

The construction contract requires progress payments
to be paid by Vermont Yankee prior to installation of
the equipment. Just prior to delivery of the equipment
the lessor will reimburse Vermont Yankee for these
payments and will continue to make the remaining
paymerits until the commencement date of the lease
During the time period subsequent to equipment
delivery before the equipment is commussioned, the

”




NOTE

NOIES to financial statements

Company will pay interim rent to the lessor based on the
amount of outstanding progress payments. The final
documentation of the lease 1s currently being negotiated,
and if a final agreement cannot be reached, the Com-
pany would be responsible for substantial termination
payments

#*Ir* COMMITMENTS AND

Lid CONTINGENCIES

a Low-level Waste

In February 1993, the Vermont Public Service Board
issued an order which requires the Company to pay its
share of expenses incurred by the Vermont Low Level
Radioactive Waste Authority (“VLLRWA”) for the
penod April 1993 through June 1994, currently capped
at%.5 million. In addition, in accordance with Vermont
Act 296, the order established a fund for the long-term
care of any eventual Vermont low-level waste disposal
facility. Based on this order, the Company must make
annual payments of approximately $0.8 million into the
long-term care fund. Pavments made to the VLLRWA,
not pertairung directly to the siting and construction of a
low-level waste disposal facility, are being expensed
currently

In paraliel with siting a low-level radicactive waste
facility in Vermont, there has been a three-state effort
between Vermont, Maine, and Texas to form a compact
to site such a facility in Texas. The Texas Legislature has
approved, and Governor Ann Richards of Texas has
signed into law, a bill that would form such a compact.
On November 2, 1993, Maine voters ratified the compact.
Early dunng its 1994 session, the Vermont Legislature is
scheduled to vote to approve entry into the compact
Following approval by the Vermont Legislature, the
compact will require approval of the US. Congress.

If the compact is successful and proceeds on schedule,
Vermont Yankee would begin sending its waste to a
Texas facility during 1997, Under the proposed
compact, Vermont would pay the State of Texas $25
million ($12.5 million when the US. Congress ratifies
the compact and $12.5 million when the facility
opens). Inaddition, Vermont must pay $2.5 million
($1.25 million when Congress ratines the compact and
$1.25 million when the facility is licensed) for commu-
nity assistance projects in Hudspeth County, Texas,
where the facility is to be located. Vermont would
also pay one-third of the Texas Low-Level Radioac-
tive Waste Disposal Compact Commission’s expenses
until the facility opens. The disposal fees for genera-
tors in Vermont and Maue would then be set at a
level that is the same for generators in Texas. The
Company anticipates recovering the costs of the
compact from sponsors,

b Nuclear Fuel

The Company has approximately $165 million of
“requirements based” purchase contracts for nuclear
fuel needs to meet substantially all of its power
prodluction requirernents through 202 Undler these
contracts, any disruption of operating activity would
allow the Company to cancel or postpone deliveries
until actually needed.

C Insurance

The Price-Anderson Act, as amended, currently limits public
hiability from a single incident at a nuclea: power plant to $9.4
billion. Any damages bevond $9.4 billion are indemnified
under an agreement with the NRC, but subgect to Congres-
sional approval. The first $200 million of liability coverage is
the maximum provided by private insurance. The Secon-
dary Finandial Protection program is a retrospective



insurance plan pre widing additional coverage up to $9.2
billion per ncident by assessing retrospective premiums
of $79.3 miliion against each of the 116 reactor units that
yre currently subject to the Program in the United States
limited to a maximum assessment of $10 million per
mcident per nuciear unit in any one vear The maximum
assessment is to be adjusted at least every hive vears to

reflect mflationary changes

he above insurance covers all workers employed at
nuclear faclities prior to January 1, 1985, tor bodily mjury
claims. The Company has purchasexd a Master Worker
insurance policy with limits of $200 rmillion with one
automatic reinstatement of policy imits to cover we rkers
employed on or after January 1, 1988. Vermont Yankee's
estimated contingent liability tor a retrospective pre-
mium on the Master Workers policy as of December

1993 is $3.1 million. The Secondary Financial Protection

program referenced above provides coverage in excess
of the Master Worker policy

Insurance has been purchased from Nuclear Electric
Insurance Limited (NEIL ID to cover the costs of prop-
erty damage, decontamination or premature decommis-
sioning resulting from a nuclcar inadent. All comparues
insured with NEIL Il are subject to retroactive assess
ments if losses exceed the accumulated funds available
to NEIL [l. The maximum potential assessment against
the Company with respect to losses arising during the
current policy vear is $5.8 million at the time of a first loss
and $12.3 million at the time of a subsequent loss. The
Company’s liability for the retrospective premium
adjustment for any policy vear ceases six years after the
end of that policy vear unless prior demand has been
made

i

e have an obligation

to successfully and safely manage

all facets of nuclear technology

in order to produce competitively-priced electricity
for Vermonters and other New Englanders.”




NOIES to financial statements

ScHEDULE I: MARKETABLE SECURITIES - OTHER INVESTMENTS

(Dollars in Thousands)

Name of Issuer and Title Number of Cost of Market Value Amount at Which

ot Each lssue Shares or Each Issue of Each Issue Each Porttolio
Units ’ at12/31/93 of Equity
Principal Security Issues
Amounts of and Each Other
Bonds and Security Issue [s
Notes Cammied on the

Balance Sheet

Decommussioning fund

US. Treasury obligations $ 17262 $ 18,666 $17.262
Municipal obligations 78055 79 755 84,576 79,755

Money market funds and
accrued interest 1 563 1,863 1,863 1863
$96,1 70 $ 98,880 $105,105 $ 98,880

Disposal fee defeasance fund

Short-term investments $ 40,200 % 39 870 $ 39 870 $ 39870
Corporate bonds and notes 3,200 3,195 3,083 3,195

Money market funds and
accrued interest 419 419 419 419
$43819 f_;l}_ﬁ $43,372 $43,484

* Cost includes accrued interest and amortization of premiums and discounts
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ScHEpULE Vi PROPERTY, PLANT AND EQUIPMENT

Years Ended December 31, 1993

lectnc 1la
Land and land nghts N W
Structures and iImprovement 61,88
wctor, turbogenerator and

ACCESSOrY equupment WO AR
I'ransmission expuipment 5,948
(Other 1116
Construction work in progress 597

375,333

Nudiear Fuel

Assemblies in reactor 69,063
Fuel in }‘!‘ eSS

Fuel in stock

dditions of $25,361,000, $15,167 000 or $25

verther total

OO0, or S for the vears ended December 31, 1993

vy plant balance at the end of the vear

1992

Dollars in Thousands

§ 1 1°
61 868
X 561

3, 60%

L3 46l

$707,146

(02,000 nor total retirements

1992 and 1991, respectively exceeded 10

of $411 (XX

1991

285 BOR
6,141
116
§ 188
359,752

$693,505




NOIES to financial statements

Scuepurr VI - Accumut ATED DEPRECIATIC N, DEPLETION AND
AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT

Years Ended December 31, 1993, 1992 and 1991
(Dollars in Thousands)
Additions Other
Balance Charged to Charges Balance
Beginning Costs and and At End
of Year Expenses Retirerments (Deduct) of Year
Accumulated
depreciation
of electric plant: (A)
19973 §185.263 $13.707 S411) S(170)(B) $198 3R89
1992 173827 13,253 (1,526) (291)(B) 155,263
1991 162,065 11,800 ( 38) (B) 173,827
Accumulated
amortization
of nuclear fuel
199 308 848 19,526 (4,115 (C) 124,259
1992 291,013 21,240 34053 (C) I8 848
1991 270,011 24 B (3.862) () 291,013
Total accumulated
depreciation
and amortizatior
1993 494111 13,234 411 (4.286) 522,648
1992 464 54 34 493 (1,526 3,696 494111
1941 432 (7¢ ¥ 664 (3 90X) 464 840)
Electric plant is being deprediated on the straight-line method at rates desigmed to fully
depreaate all depreciable properties by 2012, (See norE 1 to the financial statements
3) ]\‘«‘;"H"i"\(* net salvage and removal costs
(€ Represents disposal costs of spent nuclear fuel




NDEIENDENT auditors’ regort

The Stockholders and Board of Directors
Vermont Yaikee Nuclear Power Corporation:

We have audited the accompanying balance sheet of Vermont Yankee Nuclear Power Corporation
as of December 31, 1993, and the related statements of income and retained eamnings and cash flows
for the vear then ended. These finandial statements are the responsibility of the Company’s manage-
ment. Our responsibility is to express an opinion on these financial statements based on our audit.
The financial statements of Vermont Yankee Nuclear Power Corporation as of December 31, 1992
and 1991, were audited by other auditors whose report, dated February 5, 1993, expressed an
unqualified optnion on those statements and included an additional paragraph discussing the Com-
pany’s 1992 change in accounting for postretirernent benefits other than pensions.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by managernent, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairiy, in all material respects, the
financial position of Vermont Yankee Nuclear Power Corporation as of December 31, 1993, and the
results of its operations and cash flows for the year then ended, in conformity with generally ac-
cepted accounting princples.

As discussed in Note 10 of the accompanying financial statements, effective January 1, 1993, the
Company adopted the provisions of Statement of Finandal Accountine Standards No. 109, “Ac-
counting for Income Taxes.”

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as
whole. The supplementary schedules are presented for purposes of additional analysis and are not a
required part of the basic financial statements. This information has been subjected to the auditing
procedures applied in our audit of the basic finandal statements and, in our opinion, is fairly stated,
in all material respects, in relation to the basic financial statements taken as a whole.

hbe S tl

Boston, Massachusetts
January 27, 1994
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