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UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION
(DOCKET NO. 50.-309)

MAINE YANKEE ATOMIC POWER COMPANY

(MAINE YANKEE ATOMIC POWER STATION)

REQUEST FOR ACTION UNDER 10 CFR 2.206

Notice {s hereby given that by its Request"or Issuance of an Order
to Show Cause dated October 20, 1982 (Request), Safe Power for Maine (SPM),
Emi1 P. Garrett, John B. Green and John Jerabek requested that certain
actions be taken by the Nuclear Regulatory Commission with respect to the
Maine Yankee Atomic Power Station in light of certain alleged financial
difficulties on the part of its licensee, the Maine Yankee Atomic Power
Company.

The relief requested includes revocation, suspension or modification
of the Main:: Yankee operating license, and such other relief as may be
proper. The Request is being treated pursuant to 10 CFR 2.206 of the
Comnission's regulations, end according'y accion will be taken on the
Request within a reasonable time. Copies of the Request are available
for inspection in the Commission's Public Document Room, 1717 H Street,
N. W., Washington, D.C. 20555, and in the local public document room
for the Maine Yankee Atomic Power Station located at Wiscasset Public
Library Association, High Street, Wiscasset, Maine.

Dated at Bethesda, Maryland, this 30th day of November, 1982

FOR THE NUCLEAR REGULATORY COMMISSION

At 7 S

Harold R. Denton, Cirector
Office of Nuclear Reactor Regulation

8212060046 821130
gDR ADOCK 0500088:
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October 20, 1982

Cffice of the Director

Office of Inspection and Enforcement

United States Nuclear Regulatory Commission
washington, D.C. 20055

CHARLTON § SMITH
OF COUNSEL

RE: Maine Yankee Atomic Power Company - Docket #50-309

Dear Sir:

Enciosed for filing please find Request for Issuance

of Order to Show Cause by Safe Power for Maine, Emil G.
Garrett, John B. Green, and John Jerabek.

T { M.
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Enclosure

: T

Yeo3



UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

In Re: Docket No. 50-309

MAINE YANKEE ATOMIC
POWER COMPANY

REQUEST FOR ISSUANCE OF
ORDER TO SHOW CAUSE

TO: The Director of Of.ice of Inspection and Enforcement

United States Nuclear Regulatory Commission

Washington, D.C. 20055

Safe Power for Maine, Emil G. Garrett, John B. Green and John
Jerabek, hereby request, pursuant to §2.206 of the Rules of
Practice and Procedure of tha Nuclear Regulatory Commission, that
the Director of the Office of Inspection and Enforcement initiate
pursuant to §2.02 of said Rules a proceeding to modify, suspend or
revoke the license of Maine Yankee Atomic Power Company for the
operation of nuclear powered steam generating station of Wiscaset,
Maine, or for such other action as may be proper by issuing to
said licensee an Order to Show Cause for the reasons as more
specifically set forth below:

1. Safe Power for Maine is a non-profit membership
corporation comprised of residents of the State of Maine. Safe
Power has a primary publicly announced concern for the protection
of residents of the State of Maine from exposure to dangers
associated with the use of nuclear power. In implementation of
its purposes over the past eight years, Safe Power has been

continucusly involved with the problems of nuclear power in the

State of Maine,
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has been publicly identified with concerns of public safety and

nuclear power in Maine, has apeared as intervenor in proceedings

before the Public Utilities Commission and Nuclear Regulatory

Commision, has conducted meetings, programs, and other activities
in representation of this interest. Safe Power has vigorously
represented substantial public interest and concern over the
safety of nuclear power as it presently exists in thé State of
Maine and as proposed in that state.

a4 Emil G. Garrett is a resident of Stockton Springs,
Maine. Mr. Garrett individualy and as an officer of Safe Power
for Maine has expressed and represented public concerns cver the
safety of nuclear power in Maine over the past eight years. John
P. Green is a resident of Portland, Maine. Over the past eight

(:) years, Mr. Green has expressed and represented public concern over

the safety of nuclear power in the State of Maine. John Jerabek
is a resident of North Sullivan, Maine. Over the past eight
years, Mr. Jerabek has expressed and represented public concerns
over the safety of nuclear power in Maine. All three individual
requestors are customers and ratepayers of Maine electric
utilities which in turn are stockholders and customers of Maine
Yankee Atomic Power Company, the subject matter of this request.
Under the terms of agreements between Maine Yankee Atomic Power
Company and its stockholder utilities, such utilities are required
to contribute capital to Maine Yankee Atomic Power Company when
necessary to meet that company's capital needs.

k N Maine Yankee Atomic Power Company is a licensee of
the Nuclear Regulatory Commission and operates a nuclear powered

electricity generating station at Wiscasset, Maine.
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4. Recent developments in connection with a proceeding
initiated by Maine Yankee before the Maine Public U%ilities
Commission for permission to undertake a special "fuel financing"
have given rise to concerns about the financial capability of
Maine Yankee to continue to operate .ts reactor in a safe and
sound manner and to provide for the nrermanent disposal of spent
fuel now stored at Maine Yankee and to be generated during the
remainder of its licensing period.

B During the course of the proceeding the following
facts were adduced through the sworn testimony of witnesses in
behalf of Maine Yankee:

A. Funds obtained through the pledge of the
company's stock of nuclear fuel have been used for purposes other
than the purchase, remanufacturing, and handling of the nuclear
fuel.

B. Although Maine Yankee has collectd substantial
monies from its customers based on a proposed reserve for spent
fuel disposal, the monies collected have not been set aside but
have been used for other purposaes of the company so that there is
no reserve fund presently in existence.

e By May 11, 1982, Maine Yankee had reached its
unsecurd borrowing limit and was forced to ask Central Maine Power
Company, one of its prime sponsors, to pay its monthly bill early
so that Maine Yankee could meet its daily cash requirement.

D. By May 11, 1982, Maine Yankee had exhausted
all of its established sources of capital with the exception of
infusion of additional common equity contributions by its

sponsors.



6. In an internal Maine Yankee memorandum dated August
12, 1982, a senior financial officer of Maine Yankee advised the
Financial Vice-President of Central Maine Power Company of Maine
Yankee's financing problems icluding a proposed rate increase to
fund "increase in spent fuel disposal costs" and a "portion of all
of CWIP in rate base without an AFC offset" and the need for
"sponsor guarantees" to continue the fuel financing.

T These disclosures concerning the poor financial
condition of Maine Yankee raise legitimate concerns cf the Nuclear
Regulatory Commission on two grounds:

A. Maine Yankee's ability to continue to meet its
day-to-day capital requirements to continue to function safely and
adequately during its licensed term.

B. Maine Yankee's ability to fund and to provide
for the cost of disposing of radiocactive wastes and spent fuel
presently on site at its location in Wiscasset.

8. The Nuclear Regulatory Commission ought to
investigate Maine Yankee's financial condition to determine what
economic conditions, management decisions, or other factors have
led to this state of affairs.

9. Of particular concern is the unfunded obligation to
provide for the spent fuel. 2t the present time there are
approximately 577 spent fuel assemblies in storage at Maine Yankee
amounting to approximately 370 tons of radiocactive material. At
the Maine Yankee's estimate of $130 per kilogram to provide for
the disposal of this material, there is now a capital requirement

of some $43 million to dispose of radicactive material accumulated

to date.




10. Over its licensed term, Maine Yankee can be
expected to generate 1,250 metric tons of highly radiocactive spent
fuel. Under the present financial condition of Maine Yankee,
there is serious question as to whether there will be monies
available to dispose of this radiocactive material despite the
collections by Maine Yankee through its customer utilities from
the public.

1Y, The relief that would be requested in connection
with such investigation would be the following:

A. That Maine Yankee be ordered by the Commission
to discontinue operations until it has demonstrated that it has
adequate financial backing and adequate financial support
(provided if necessary by capite! infusions from its sponsors) to
raise capital required to continue cperations, to make any changes
or capital investments required or orderd by the NRC, and to
provide for the funding of its shutdown and disposal of spent fuel
at the end of its licensed term.

B. That the Commission order that monies
collected by Maine Yankee from its sponsors-customers for dispcsal
of spent fuel or decommissioning be segregated and placed in an
interest-bearing trust fund to accumulate until needed for the
aforementioned purposes.

C. That the Commission determine what amount
should be collected per kilogram by Maine Yankee from its
sponsor-customers or otherwise to provide for the disposal of the
spent fuel and to insure adequate funds available at the
conclusion of Maine Yankee's licensed term for decommissioning and

safe fuel disposal.



12. Safe Power for Maine and the individual requestors
stand ready to appear to assist the Commission in any show cause
proceeaing initiated pursuant to this request.

DATED: October 20, 1982.

Respectfully submitted,

M.

L Peter LV Murray
Attorney for Petitioners

MURRAY, PLUMB & MURRAY
30 Exchange Stret
Portland, ME 04101
Tel. No. 207-773-5651
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Pres.cent Marshall Docge
Jehn Donovan

John Jerabes 2204 Buckminster Fuller
vice Presigent P.O. Bo‘ Emil G. Garrett
- " AUQUS", Maine 04330 Frank Graham, Jr.

. .,a:;:' ':::oqo Euclic M. Hanbury, M D
' -

Pat Carrett (207) 546-2187 E;r':nH:gl‘l:g:L'
Tecnnological Agvisor John R. Newel

Gecrge L. Pauk. M D.
Mrs. Waido Peirce
Joseph A. Smith, M.D.
Cougtas Trumoull
Stanley Tupper

Neil Welliver

Contact: Pat Garrett - 567-3300

FCR RELEASE 10:30 am, October 21, 1982

Safe Power for Maine arnounced today that it has petitioned the United States
Nuclear Regulatory Commission (NRC) tc initiate a proceeding to modify, suspend,
or revoke the license of the Maine Yankee Atomic Power Company (MYAPC) to operate
a nuclear power plant. The petition, filed through Safe Power's lawver Peter L.
Murray, was initiated because of concern about the financial status of the Company.

According to Safe Power spokesman Pat Garrett of Stockton Springs, 'The
petition expresses grave concern about the Company's cepability to operate the Maine
Yankee plant in a safe manner and to provide for permanent disposal of the highly
radicactive spent fuel."

For the past two vears, Safe Power for Maine has been an intervenor before the
Maine Public Utilities Commission (PUC) in a case involving a request by MYAPC
for expanded fuel financing funds. Garrett said that information obtained during

this intervention was the basis for the petition to the XNRC.
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2) an internal Maine Yankee memorandum dated August 12, 1982, discussing

Maine Yankee's financing problems including a proposed rate increase to fund an

“increase in spent fuel disposal costs" and a "portion or all of CWIP in rate base

without an AFC offset”, and the need for ‘sponsor guarantees' to continue the fuel

financing.

Maine Yankee Atomic Power Company as a regulated entity is allowed by statute

and regulatory process a guaranteed reasonable rate of return. According to Garrett,

until the above affidavit was filed in May, there was no evidence before the PUC to

indicate their presen. serious financial troubles or to acknowledge that rate relief

was being sought with the appropriate federal agency. Maine Yankee, however, did

admit to diverting specific fuel funds to other purposes, Garrett said.

Garret: noted that Maine Yankee has not suffered any peculiar or extreme abnormal

operational problems in the last few years, such as major accidents or other serious

ur.foreseen occurrences; it has had to cope only with problems that are being

experienced by the whole industry.

w

afe Power spokesman John Green cf Portland said, "The fact that this financial

deterioration should occur when guaranteed remedies are available demands prompt

explaining. Maine Yankee's parent and largest stockholder, Central Maine Power

Company, has already been classified as one of the five bottom utilities in the

...... tes. e feel Maine Yankee has sadly demonstrated its lack of competence

ing its responsibilities to both the public and its stockholders.

Power for Maine expressed particular concern about MYAPC's financial

vy

s
<

-~

[
N

ince 1877,

e p— Yarl A% S *h hiashlvw 34 A a et - -
2 i ermanenti dispose of the highly radicactive spent

ine Yankee has been charging Maine consumers for permanent disposal of spent fuel.

Hawever. monev collected (believed by Safe Power to be in excess of $30 million)
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.,SC\FC POWER FOR MAINE ] ' vage 3
. During its licensed period, Maine Yankee could generate 1,250 metric tons of
spent fuel. At the price that Maine Yankee is currently charging Maine consumers,
3162 million in 1980 dollars will be collected during the licensed period. Safe
Pewer for 'Maine believes that the meney collected should be placed in an interest-
besring trust fund to be used for the intended purpose and not used to satisfy other
requirements, Creen said. He added that there is no assurance that the §162 million
will be adequate: other utilities charge their consumers a much higher rate for
dispcsal of spent fuel. '"The cost of disposing of the highly radiocactive spent

fuel at Maine Yankee mav reach the billion dollar mark," Green said.

Enclosures: Petition to the Nuclear Regulatory Commission
May 11, 1982, affidavit of Richard Crabtree, !'YAPC treasurer
August 12, 1982, Maine Yankee memorandum to T. C. Webb

August 24, 1682, Maine Yankee report to the PUC
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STATE OF MAINE . EOR.YOUR INFORMATION No- u- #3147

PUBLIC UTILIT

AFFIDAVIT OF
RICHARD A. CRABTREE

MAINE YANKEE ATOMIC POWER COMPANY )
e: Application for Supplemental )

=
Order for Approval of Securities )

I, Richard A. Crabtree, of R.F.D. #2, Box 482, Augusta,
Maine being first duly sworn, upon oath depose and say as
follows:

l. I am Treasurer of Maine Yankee Atomic Power Co. and

in my capacity as such I have personal knowledge of the matters

2. On March 13, 1980, Maine Yanxee Atomic Power
Company filed an application with the Maine Public Utilities
Commission for Supplemental Order approving Issue of Securities’
and for Authority to Pledge, Assign or Encumber Property and
Rights.

3. The purpose of the application was to increase
Maine Yankee's authority to borrow funds from MYA Fuel
Company by an additional $15,000,000.

‘. Maine Yankee sought this authority in order to

Eiim 2
-

- .

its projected cash requirements and to do so with the

least expensive available source of funds.

- As of the date of this affidavit the Maine Public

J
'
'
'
f
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s The Company has reached its unsecured borrow;nq
limit and on May 3, 1982 was forced to ask Central Maine
Power Company to pay its monthly bill early so that Maine
Yankee could meet 1its daily cash reguirement.

8. In addition to all but depleting its financial
flexibility'Maine Yankee calculates that during the more
than two years since it filed the referenced application it
has incurred costs in excess of $593,000 which could have
been avoided had the Company been allowed to utilize the
financing mechanism which was the subject of that application,

9. It is imperative that Maine Yankee be allowed to
implement the additional $15,000,000 fuel financing agreement
if we are to remain financially viable and avoid unnecessarily
high interest costs.

DATED: May 11, 1982

' C.
Rilcnard A. Crabtree

STATE OF MAINE
KENNEBEC, ss. May 11, 1982 ’

Persconally appeared the above-named Richard A. Crabtree,
known to me, who made ocath o the truth of the foregoing
statements to him subscribed, except those statements
alleged to be on information and belief as to which said
Richard A. Crabtree swears he believes them to be true.

Before me, f

ro
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ate of Maine
Public L:ili:ies Commission
242 State Street
State House Station 18
Augusta, Maine 04333

Re: Maine Yankee Atomic Power Company, Application
for Supplemental Order for Approval of Securities
Docket No. U.3147

r cdated May 27, 1982 in the above referenced d..kxet the
crdered that within 90 days of the date of the order

nkee file an original and ten cop*es of a report of its

ts and plans to secure permanent financing, including addition-
contributions from its Sconsors for the plan* additions being

1anced by the fuel -1nanc-ng arrangement. In compliance with that

uirement, Maine Yankee makes the following report.
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Maine Yankee's alternatives with regard to financial structure are
guided by certain terms of its First Mortgage Indenture, Preferred
Stock Provisions, FERC Initial Rate Schedule and the Capxtal Funds
Agreement. Anmong other things pertinent parts cf these documents
provide that:
1. The Company may issue additional First Mort
of principal amount not exceeding 65% of th
of properfy additions.

gage 3onds
e net amount

2. 30 long as any Series A Bonds are outstanding, each
series of bonds issued pursuant to the First Mortgage
Incdenture must have the same stated maturity cate as
-he Series A Bonds ard must have the benelit of a
sinking fund commpncing not earlier than the Year
1974 and payable in equal semiannual or annual install-
ments

3 The Company cannct ceclare or pay any dividend on any
1238 0° its stock arnd cannot directly or indirectly

o Al < - chwR e myimem m & el e A TaD o n""_?";f—'
skall be at least 30°% of 'Plant Constructicon Financing



Scate of Maine

Public Utilities Commission
August 24, 1982

Page 2

For the purposes of paragraph 3 above, the following terms
are defined as follows in the Indenture:

(1) 'Equity' shall mean the sum of the aggregate par
value (plus premiums thereon) of Preferred Stock issued
to provide funds to finance the Unit Investment or
FProperty Additions, and 'Common Equity'.

(2) 'Common Equity’ shall mean the sum of (i) the
aggregate par value of Common Stock issued to pro-
vide funds to finance the Unit Investment or Property
Additions, (ii) capital contributions from the Utility
Companies to provide funds to finance the Unit Invest-
ment or Property Additions, (iii) other capital paid-in
to provide funds to finance the Unit Investment or
Property Additions, (iv) plus any earned surplus or
less any deficit, attributable to the Unit.

(3) 'Plan Construction Financing' shall mean the
sum then outstanding of (i) the aggregate par value of
Common Stock and Preferred Stock then issued, (ii) the
aggregate principal amount of amoney borrowed, and (iii)
other capital paid-in by or other contributions received
from the Utility Companies -- in each case to provide
funds to finance the Unit Investment or Property Additions.

Without a vote of a majority of the outstanding Cumulative
Preferred Stock, voting as a single class, the Company
cannot:

o

Issue or reissue any shares of its Cumulative Pre-
ferred Stock, o<her than the 170,000 shares initially
authorized, or ainy stock ranking on a parity as to divi-
dends or asset: with the Cumulative Preferred Stock, or
any securities convertible into the Cumulative Preferred
Stock or such parity stock, except for refunding the
Cumulative Preferred Stock or any prior or parity stock

3 1 arm 3 < 1 4
and the par value cf the securities to be issued is not
in excess of the par value of the securities to be
refunded, unless (i) immediatelv after such issue th
5 pes » . - - . 1 Y

tock Equity shall at lezst equal the amount
on all shares ¢f the Cumulative Preferred Stock
h prior or parity stock upon involuntary liquida-
the Companv, »revided, however, that if for this
1 not be 81 labie o LSC N Or pLr-
. v 2 - T~ "
would thereby be less than the amount pavable on
res of the Cumulative Preferred Stock and such
parity stock upon involuntary liguidation of
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however, that if f
S&Yy te take into can-

Guity shall at least equal the amouns

i2 on 2l hares of the Cumulative Preflerred Steock
r paric: u - lig
a -+

the Company such sur-
istributicn on or pur-
A ¢ if Common Stock
would thereby be less than the amount payable oa

1y
be availabla

b
=,
o
r

all shares of the Cumulative Preferred Stock and such
Prior or parity stock upon involuntary liquidatien of
the Ccapaay; aad (i1) the gross income of the Company
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all taxes including tanes based on income) cdurin

od of twelve consecutive menths in the prececding
7 month period is at least 1% times all fixed

for thes period (including interest aad amortizz-
debt premium, discount and expense on all interest
incebtedness), and tie annual dividend require-
d Stock and suct prior or

steck to be outstandi:g immediately after the pro-
issus (8 10(b));

S@rge or consolidate with or into any cther corpoera
r disposs of all or substantially all jirg assets,

=& C©< =Z:3s5ume securicies in ccanectien therewith,

such :nzll heave bezn ordercd or épproved by the

ci2s 2n: Zxchange Commission uader the Public Utilicy
2 Coztziny Act of 1935 or a successor regulatory
icy (3 2z{%)); eor

=SSue 1T assuze any unsecured indebtedness (except
22C uniziured indebtedness or to receem all out-
28 sharzs of the Cuzulative Preferred Stock), (i) -
SCItzl zzount thersc? immediately after such issue -
excezel 207 of totzl secured incebtedness, capital

7 soaoms, and surplus, or (i) 1if the toral amouas

== %T= Jasecured Indebtadness weould exceed 10% of

at wat. Th2 term Short-Term Unsecured Indebred-
z -ns2cured indebtedness of an original mzcuricy

3 years. Unsecured indebtednass of a

= ess of 10 years shall ner be considered

= ured Indsbtedness uncii dus within threo

¢ in the canital structure of Mainme (ankee zffestinn
ccsts and resulting in a rate of retursn on Comzon 1
2187 in exncess of 10% or 2 cemm-n stock equity razia

of 4 will conagriroes = v Filnd pas
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a2 Junz 30, 1982 the company's status with regard to those restric-
tlons was as follows:

T,

cozpany had bondzbile property o p
=200 waich could support the issuanc £
additional First Ylortgage Bonds. Any bonds which the con

Ae First Mortgage Indenture must have a
TiCy of May 1, 2002 and ~ust have a sinking fund payeble in
nnual or annual instzllments (sees Section 5.0l of
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II.b) The company's capital structure ratios under the "Plant
Constructicn Finzncing" formulzs were: Preferred Stock - 6.28%;
Commen Equity - 39.20%; Long Term Deb: - 54.52%. Under this
test the company is currently in a pesition to P&y preferred
and com=aon stock Cividends and could issve $28.9 million of

acdditional First vorctgage Bonds without an additioral equity
infusiocn and still m2et the conditions of this test.

- — i I D i o . ¥ o d - : 2 i
Lii.c tae cozpany s Cczmon Stock Equit ratio under this "pre-
'S . " Qm
§ et . > d ers
iérrec Dividend" tas: was 32.8%. Uncer this test the Company
iv ¥ » ¥ -y ol 1 - V- B : ¥ y - - 3
CO=-.l issue First Mortoaece oonds wvell in excess of its resent
- - - - . o c P
bendzsle property _izit and nct incur = dividend restriction.
TY . A% LIRS T o - T h £ | S -~ ;s
dv-8) With regax “P&rt (a) of this re triction, the com-
. $ -7 {somy s £
Panyr caanot pr € acdltional Cumularive referred
CSimaly sald " - B 1 . P _— 1.
Sacs =taous oLe of the €xlsting Preferred stcel:-
Ba® s e A 222 ‘e - Vol S 5
D2.228T3, AdZizia- ©&e aine Yankee is highly leveragec
S - e = - - e » Y2 - 3 v
ais & 238t of any, we would not €nticipate thzs
e S - edwd : ~ N = 3 ’,
Ci2 ccoxzany wou 2Cs.tion to issue Preferrad Stock at
&ny Tize in tha & Juture,
LS = ] - Seem - - $ - -~ .
W S =8 suI-zzirt (e) of this restriction the company is
e - - e e .y L v . ¥~
£32 S8STIiclil o unsecured deb: Wita @ maturity of 10
> - - - B il - - g 1 s 1 . T3 : s
€SS €< 2zoroximately $21 millicn. This Provisicn
g1 ey Tl el | AW 1% ea § oo
F -==2%3 the company's S9LLILy to issue any zmount cf
Wrst & maturity of ten years or less since such an
RS | . oy o T ~ - 3 Fimamadatl £ Wk s ‘1
Soo> SsveIely restrict cur financial flexibility wish
SS8ZT-Iar: bank debr:,
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The financial zffazirs of Maine Yankee Atomic Power Company have
becoze suifficiently ¢ onplex to warrant a report concerﬁlng the *
curreat status of the company's finances. Following is a discussien
oI our present financial situaticn and the steps contemplated hy tha
company to meet the financial challenges which lie ahead.

Financizl Structure and Restrictions
At the Ttize when Maine Yankee's financial Structure was conceived
énd izplszencad, it was not contemplated that the cc:pcn{ wou’d
requirs sudstantial capiral expendituraes after the plant's ccm -
pleticx d2te nor tha: the cost of nuclear fuel would escalate to 1tt
present lsvel, It w2z zherefore prudent at that time to devise a
Talactively tight fimz=2:z2] ecructvre in exchange for a more highly
lzverzzzd, lower o- czpitalization. Maine Yankee's First liortgaze
Inzencure, Prefarrz:i S=ack Provisions and FERC Initial Rate Scnehul
Pr3vides the basis Foz === cezpzay's financial structurs, These
SCLZeITs provide ches
I. "The Comganr zar issue additional Firse Mortgage Bonds
in princizzl z=3uat nos exceeding 65% of the net amount
oL propezcy ;::;:-cn;.” '
L iy t&) The cozrany will not declare or pay any dividend on

2n class oI ics stockh, except out of earned surplus of

S22 Cozpiny determine? in zecsrdance with the Uniform

Srstex of Accounts prescribed by the Federal Power Com-

=zssion S:r Class A and Class B, Utilities and Licensess

&8s Iro: tize to time in effect and the accounting des-

€Tioec therain.

(5) The Company will not deslare or pay any dividend on
any class of its stock and w11l no:- directly or indirectly
=212 any payment on account of the o rehase, rede=avipoa

- ¢ z



For the purposes of this Section 6.18;

quity' shall meza the sum of the aggregate par
value (plus premiums thereon) of Preferred Stock issued
to provide funds to finaznce the Uni: Investment or
Property Additions, and 'Common Equity',

~~
H
~r
U m

(2) 'Common Equity' shall meen the sum of (i) the

aggregate par value of Cozmen Stock issued to pro-
vide Iunds to finance the Unit Investment or Property
&dditions, (ii) capital contributicns from the Utility
Cozpanies to provide funds to finance the Unit Invest- .
meNt or Property Additicas, (iii) other capital paid-in
to provide funds to finance the Unit Investment or

Toperty Acdditions, (iv) plus any earned surplus or
less any deficit, attributzble to the Unit.

‘
(3) 'Plant Construcrio
sun then ouistaading of

: the aggrezate par value of
Cozmon Stock t

ock then issued, (ii) the

5

t of money borrowed, and (iii)
or other con:ributions received
s

o
Irom the Usilis- Companies -- in each case to provide
Zends to finznca the Cnit Investzent or Property Additior .

i % "So long asz z=- shares ci the Cumulaiive Preferred Stock
258 ocuistaniizz, the parmant of dividends on the Cormon
$3 iividanis in Common Stock) and the
et thereon is limited to 507 of Net
incon -cencs on Common Stock fer the
precading =wzlve ponths if the Cemmon Stock Equity (after
such actica i: lass thzan 20% of Total Capicalization, and
SS 73% oI suik et Income if such Cemzen Stock Equity is
237% or mczs =iz less then 257 of Total Capitalization. "

IV, "icheur z vozz of 2 majezity of the outsfanding Cumulative
crafesred Sctack, voting a2s a single class, the Co:mpany
shall pot ‘

(2) issue or reissuve ény snares oI the Cumulative Pra-
ferrad Stock, other than the 170,000 shares initially
auticrized, or any stock ranking on a parity as to divi-
cdends or assets with the Cumulative Preferread Stogk, or
ény salurdties coanvertible inte the Cumulative Profarrad
SE6ZX or such parity SCCil, emcept for refundi g the
Cumulzative Preferred Steo r 4 r e paris 2s




State of Maine
Public Utilities Commission
August 24, 1982

Page 3

the Company; and (ii) the gross income of the Company
(after all taxes including taxes based on income) during

a period of twelve consecutive months in the preceding
£fifteen month period is at least 1% times all fixed
charges for the period (including interest and amortiza-
tion of debt premium, discount and expense on all interest
bearing indebtedness), and the annual dividend require-
ments on the Cumulative Preferred Stock and such prior or
parity stock to be outstanding immediately after the pro-
posed issue (8 10(b)); or

issue or assume any unsecured indebtedness (except to
refund unsecured indebtedness or to receem all out-
standing shares of the Cumulative Preferred Stock), (i)
{f the total amount thereof immediately after such issue
would exceed 20% of total secured indebtedness, capital
stock, premiums, and surplus, or (ii) if the total amount
of Short-Term Unsecured Indebtedness would exceed 10% of
such total amount. The term Short-Term Unsecured Indebted-
ness means unsecured indebtedness of an original maturity
of less than 10 years. Unsecured indebtedness of a
maturity in excess of 10 years shall not be considered
Short-Term Unsecured Indebtecdness until due within three

vears (8 G(a)).

5. Any change in the capital structure of Maine Yankee affecting
capital costs and resulting in a rate of return on Common
Stock Equity in excess of 10% or a common stock equity ratio
in excess of 40% will constitute a change in f{iled rate
schedule requiring a timely £iling with The Federal Energy

Regulatory Commission.

6. The Capital Funds Agreement between Maine Yankee and its
Soonscrs provides that subject to cbtaining the necessary
ragulacory apprcvals, the Sponsors are obligated to contrib-
uze anv capital necessary to finance the unit or nuclear
uel

V1

Although the above covenants appear to create a fairly restricted
financing environment, Maine Yankee is confident that it will be able
cn fimance its future capital requirements. The real question is how
t=a Cempany will best be able to secure capital while limiting further
umbrznce of the financial credit werthiness of its stockholders
L ' 31 -~ accuTaelv zssesgins future NRC actions it is

i |



Stace of Maine
Public Utilities Commission
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Page &4

srincipal and interest. As indicated by the attached article concerning

Connecticut Yankee's efforts in this regard, Maine Yankee is experi-
encing great difficulty in meeting its objective. It is very likely
that Maine Yankee will have to provide Sponsor guarantees in order to
obtain debt capital
"\
With the S$15 million increase in the fuel financing granted by this
Commission, Maine Yankee has sufficient capital availability to meet
izs requirements through 1982. However, the Company will require
iditional capital in 1983 and under the terms of the revised fuel
-eement must within 18 months of its effective date either provide
onsor guarantees of the full $50 million or terminate the agreement
and refund the outstanding debt.

The Company's present strategy is to:
1. During the first half of 1983 attempt to issue up to $30

million of First Mortgage Bonds withcut Sponsor guarantees
but be in a position to provide those guarantees if necessary.

2. Provide Sponsor guarantees of the existing fuel financing
zand expand that arrangement by & minimum of $25 million
hefore the expiration date of the existing arrangement in
eighteen months.

3. 1f the Company cannct sell First Mortgage Bonds it will
investigate all other forms of secured debt or unsecured
debt having a maturity greater than ten years.

A If the Companv cannot secure funds from the external capital
markets it will place a demand on the Sponsors for additional
capital contributions.

The Company is presently discussing this strategy with its commercial
2rd investment bankers and will update the Coumission as to its progress
2s the financing plans develop
ancers R
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