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Vermont Yankee Nuclear Power Corporation was
mncorporated under the laws ~f Vermont on August 4 19606
'he Company was formed by a group of New England
O rating 4

utilities for the purpose of constructing and

nuclear-powered generating plant (the Plant™)

['he Plant commenced commercial operation on
November 30, 1972, and, except during maintenance and
refueling outages, has been in full operation since that
time. The Plant is licensed by the Nuclear Regulatory Com

mission to operate until 2012

Located in Vernon, Vermont, the facility has a gross
maximum dependable capacity of approximately 535 mega
watts. The commoir stock of Vermont Yankee is owned by
thirteen utilities, nine of which are the sponsoring utili
ties that are entitled to and obligated to purchase the out
put 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 18 operating, an amount equai to its enttiement per
centage 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 Agres
ments with its sponsors, the sponsors are committed to
make funds available for changes or r¢ placements needed
O maintain or restore operation ol the Plant or to obtain

maintain licenses necessary for its operat 1€ name:
and then pect entitle nt percent

ity and output are as follows
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1994 1993 % Change

Financial (dollars in millions):
Operating revenue $162.8 $180.1 (9.6)
Net income 6.6 78 (154)
Total assets 5121 4698 0.0
Average number of shares of common
stock outstanding (thousands) 302 392 0.0

Per Share of Common Stock:
Earnings per average common share $16.79 $1986 (15.4)
Dividends paid per common share 1600 2014 (200)
Book value per common share (year end) 13880 13801 06

Operating:
Kilowatt-hour sales (billions) 4.3 34 205
Cost per kilowatt-hours (cents) 377 534 (294)
Number of employees (year end) 340 338 0.6




Percentage Shares
Owned Owned

Central Vermont Public Service Corporation 31.3% 122,653
New England Power Company 20.0 78,402
Green Mountain Power Corporation 179 70,088
Connecticut Light and Power Corporation 95 37,242
Central Maine Power Company 4.0 15,681
Public Service Company of New Hampshire 4. 15,681
Burlington Electric Department A 14,301
Montaup Electric Company . 0,801
Cambridge Electric Light Company . 9.801
Western Massachusetts Electric Company A 0,800
Vermont Electric Cooperative, Inc. . 4,213
Washington Electric Cooperative, Inc. . 2,431
Lyndonville Electric Department . 2,387

1000% 392,481




v allagemcnt Plant Performance
Rgvlew (,'/1/"‘1« ity Factor

During 1994, Vermont Yankee achieved a capacity
factor of 97.7%, broke its previous record of 94.5% and
led all General Electric boiling water reactors world-
wide. With this performance, we continue to improve
upon our already outstanding record of reliability. Once
again, Vermont Yankee ranks as one of the world’s best
nuclear power plants. The graph below depicts the
Company’s annual capacity factor since the commercial
t  operation began in 1972 and compares it to the industry
“A year of B average for both pressurized and boiling water reactors.

b 2

excepltional : . .
! On August 18, 1994, Vermont Yankee achieved a

operating R 759 lifetime capacity factor making it one of the top
performance B five boiling water reactors nationwide for consistent
placed i clectricity production. This distinction also makes us

S the only boiling water reactor of the 24 that went on-
B line before 1985 to have a lifetime capacity factor of
Yankee oo
al the top
of its class PR From the beginning of its commercial operation

3 in 1972 through the end of 1994, Vermont Yankee gener-
ated over 78 billion kilowatt-hours of electricity.

Vermont

worldwide.”
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VERMONT YANKEE CAPACITY FACTOR




Operation &
: Maintenance Costs
(Cent. per KWH)'

Year Vermont Industry
. & Yankee Average

| | 1990 1.94 1.47
1991 .22 147
1992 .95 1.54

1993 2.36 1.55

1994 1LA7 e
i
5%
’ Excluding Fuel and General and
‘A Administrative Expenses
* Non-refueling Year " Not Available
Vermont Yankec
i continues to be a low-cost
]‘!'Hs'lm er of electricity
table illustrates Vermont
Yankee's cost per kilowatt
hour of electricity genet
ated
Nuclear Fuel Costs
(Cents per KWH)'
. i Year Vermont Industry
o Yankee Average
E . 1990  0.67 0.76
1991 0.61 0.68
1992 0.57 0.63
1993 0.58° 0.60
1994 0.52? ‘
;’ Inciudes spent fuel disposal rates
- inciudes DOE enrichment site cleanup fee
» “1':4‘ * Not Available
i
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Vermont Yankee, despite

having the handicap of being
a relatively small plant, has
operation and maintenance
costs that are competitive with
the industry as illustrated by
the chart

Total Cost of
Power
(Cents per KWH)'

Vermont
Yankee

190 4.61
1991 3.69°
1992 4.70
1993 5.34
1994 3.77 *

5-year average: 4.42

Ye i

Cumulative Cost
of power: 3.26

Inclusive of ail costs
Since commercial operations
b('g‘(": in 1972
* Non-refueling year

Vermont Yankee's fuel

costs continue to be beiow the
industry average as illustrated
by the chart
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:
lexas, vermont

and Maine was approved by the res tive states during

}‘r“l'i and i1s ex C1ed O ratified by the | S | ONEress
furing early 1995, Construction of a disposal facility in
the host state of Texas will begin when ratified and

{ % | f {4 )"
deliveries are projected to start during 199

Vermont Yankee makes substantial direct contri
hutions to the Vermont economy in the form of em
ployee wages, state and local taxes and fees, payments to
Vermont vendors, and dividends to Vermont sharehold
ers., The chart below shows the amount of these pay

ments during 1994

$18.8
PAYROLL

$8.8
VERMONT SRSl ¢35
VENDORS SEEESEEE. & S DIVIDENDS

$4 $7.0
LOCAL TAXES STATE TAXES

i'l"\ll‘\!“\‘ of the electricity we
i+ ka2 il . \ t
L utiirnes, WHICH gives vermonters

henefit of our low cost electricl 1SO. since 45

output 1s sold to utilities of Vermont, we ar

one of Vermont's largest ex , e value of our

eleCtiriciny «\;H-!"H! 1O H‘\?lr‘ NEW ljl‘,[;‘y;il] states during

l"“). Wa4as Over \—\“ihi.""v \VYHI\"IZ :t;(lt‘{lil \,inI‘H

LOCATION OF
VERMONT
YANKEE
CUSTOMERS




with the highest percent of total electric generation in
the state from nuclear power (795% during 1994). The

chart to the right compares percent of nuclear genera .
catistics (1994 US Leaders
Nuclear Power

Generated by State

(1993)

Vermont Yankee continues to fund for the ulti STATE % NUCLEAR

mate decommissioning of our plant with the goal of B
VERMONT 78.4

tion by state based on vear-end 19935 s

statistics not available at time of this publication)

restoring the plant site to its original condition once we 780
72.7

have concluded operations. At the end of 1994, the o e
Decommissioning Trust totalied $113.35 million out of a A

NEW | A 62.0
51.1

projected decommissioning cost of $329.6 million (1994

ollars). The chart below depicts decommissioning

funding status

DECOMMISSIONING

PERCENT

-

[“ire e vears ago. Vermont Yankee enhanced its

industrial safety program by appointing a full-time
tv coordinator to implement a program of formal

satet
safety inspections. The Company also instituted a pro

gram for emplovees to submit safety suggestions, an

industrial safety program which rewards employees

each month for achieving safety goals, and revised the

emplovee safety manual. These efforts contributed to

the achievement of an important milestone during

February. 1994 - one million hours without a lost time

accident




Operating revenues of the Company are billed
and received from customers based on the terms of the
Power Contracts nder those contracts, customers are
severally required to pay the Company an amount equal
to their respective entitlement share of the Company's
total fuel costs, operating expenses, and a return on net
unit investment

Operating revenues decreased in 1994 from 1993
by $17.3 million, or 9.6%, primarily due to lower operat
ing and maintenance costs. Maintenance expense de
creased 313.2 million and other operating expenses de
creased $5.4 million, both reflecting differences in costs
between a vear with a scheduled refueling and mainte
nance shutdown (1993) and one without (1994). The
plant operates on an eighteen-month refueling cycle
with the last scheduled refueling completed in October

1093

Nuclear fuel expense increased by $3.0 million in
1994 from 1993 reflecting excellent operating perfor
mance and the lack of a scheduled refueling shutdown
which allowed the plant to generate 26% more electric
ity in 1994

Depreciation expense increased by $0.7 million in
1994 as a result of an increase in depreciable assets
including two major additions, a new spent fuel pool
cooling svstem and new feedwater heaters, which were
placed in service in 1993, Decommissioning expense
increased $0.5 million in 1994 due to the inflation factor
included in the Company's decommissioning rate sched
ule as approved by the Federal Energy Regulatory Com
mission (FERC)




Interest income increased by $0.8 milhon in 1994
due to an increase in the Spent Fuel Disposal Fee
Defeasance Trust balance and higher interest rates

during 1994. Higher interest rates were also responsible

for the $1.1 million increase in interest expense on the
disposal costs for spent nuclear fuel because the interest
rate charged by the DOE is related to the rate of thir
teen-week US. Treasury Bills. Interest expense on long
term debt decreased by $1.1 million in 1994 reflecting the
Series 1 6.48% first mortgage bonds issued by the Com
pany in November. 1993, The ‘Ht,(u'(?\ of the Series |
honds were used to retire the Company’s then outstand
ing Series D, E F G, and H bonds that had coupon rates

rasiging from 8.25% to 10125

Net income and the associated income taxes
decreased by $1.2 million and $0.6 million, respectively in
1994, These decreases were the result of lower differ
ences between the Company s net unit mvestment and
total capitalization computed in accordance with the
Company’s formula rate, and a settiement approved by
the FERC which reduced the Company's authorized
return on equity from 12.25% te 11.0% on August 1 1994
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December 31
1994 1995
(Dollars in thousands)
Capitalization
Common stock equity

Common stock, $100 par value; authorized 400,100 shares
issued 400,014 shares of which 7533 are held in Treasury $ 40,001 10,001
Additional paid-in capital 14,226 14,226
Treasury stock (7,533 shares at cost) (1,130) (1130)
Retained earnings 1,376 1,067

Total common stock equity 4473 54,104

Long-term obligations, net (NOTES 6 and 7) 79,636

Total capitalization 30,318 133,800

Commitments and contingencies (NOTES 2, 14 and 15)

Spent fuel disposal fee and accrued interest
NOTES 7 and 8) 84,055 80,688

Current labilities
Accrued liabilities 22,160 21,487
Accounts payable 1,072 2117
Accrued interest 1116 635
Accrued taxes 1.767 1.206

Total current liabilities 20115 25,445

Deferred credits
Accrued decommissioning costs (NOTE 2) 155310 i34.014
Accumulated deferred income taxes 55.763 56478
Net regulatory tax Liability (NOTE 10) 8351 8351
Accumulated deferred investment tax credits 6581 7013
Accrued DOE enrichment site decontamination

and decommissiouing fee (NOTE 4) 12,092 15.966
Accrued low level radioactive waste (NOTES 4 and 15) 23935
Accrued employee benefits 6,622

415

Total deferred credits 268 654 229 837




tatements of Cash Flows
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NOTE 1. Summary of Significant Accounting Policies




‘Vermont
continues

fo lead

ihe nation

as the state
with the bighest
prervcentage of
total electrical
generation
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nuclear pou

I'he 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

I'he 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

Effective January 1, 1994 the Company began accounting for its
investments in long-term funds at fair value as required by Statement of
Financial Accounting Standard 115, See NOTE 5 for further discussion of
this change in accounting method

ss on Reacguired Debi

The difference between the amount paid upon reacquisition of any
debt security and the face value thereof, adjusted for any unamortized
premium or discount, related unamortized debt expense and reacquisition
costs, applicable to the reacquired debt, is deferred by the Company and
amortized to expense on a straight line basis over the remaining life of
the new debt issuance

Allowance for funds used during construction (“AFUDC") is the
estimated cost of funds used to finance the Company’s construction work
in progress and nuclear fuel in process which is not recovered from the
Sponsors throngh current revenues. The allowance is not realized in cash
currently, but under the Power Contracts, the allowance will be recovered
in cash over the Plant's service life through higher revenues associated
with higher depreciation and amortization expense

AFUDC was capitalized at overall effective rates of 5.42%, 592% and
682 for 1994, 1993 and 1992, respectively, using the gross rate method

The Company is accruing the estimated costs of decommissioning its
Plant over the Plant's remaining NRC license life. Any amendments to
these estimated costs are accounted for prospectively. See NOTE 2 for
further detail

."/(r"l

Effective January 1, 1993, the Company began accounting for taxes
on income under the lability methed required by Statement of Financial
Accounting Standard 109, See NOTE 10 for a further discussion of this
change in accounting method

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







NOTE 3. FERC Rate Case Matters
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NOTE 4. Other Deferred Charges and Credits

OTE 5. Long-term Funds







At December 31, 1994, gross realized gains and losses pertaining to
the long-term investment securities were as follows

s e A S A . M M, 3 A o Ny

Total Sale Gross Realized
Proceeds Gain

Decommissioning $35.8206.252 $210900  $(613540)
Spent fuel
disposal fee defeasance $3.200.000

Maturities of short-term obligations, bonds and notes (face amount)
at December 31, 1994 and 1993 are as follows (dollars in thousands)

1994 1993
Disposal Disposal
1994 Fee 1993 Fee
Decommissioning  Defeasance Decommissioning Defeasance
Trust Irust Trust Trust
Within
one year ' $52,237 $2.000 $40,200

Une to
five vears 42069 : 3,200

Five to
ten vears 50.210

i Over
i ten years 13,638

; _
| -

NOTE 6. Long-term Obligations

A summary of long term obligations at December 31, 1994 and 1993
is as follows

s e —————————————
19094 199 !
(Dollars in thousands)
First mortgage bonds
series 1 - 6.48% due 2009

Eurodollar Agreement Commercial Paper

Total long term obligations

The first 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 iien on utility plant, exclusive of nuclear fuel, and a pledge of
the Power Contracts and the Additional Power Contracts (except for 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 November, 1993, the Company issued
$758 million of Series 1. first mortgage bonds stated te mature on




November 1, 2009. The Company applied the proceeds of the bond
issuance principally to retire the remaining Series D, Series E Series |
Series G and Series H first mortgage bonds including cail premiums
totailing $37 million. Cash sinking fund requirements for the Series 1 first
mortgage bonds are $5.4 million annually beginning in November, 1999

The Company has a $75.0 million Eurodollar Credit Agreement that
expires on December 31, 1996 subject to one optional one-year extension
he Company issued commercial paper under this agreement with
weighted average interest rates of 4.28% for 1994 and 3.22% for 1993
Payment of the commercial paper is supported by the Eurodollar Credit
Agreement, which is secured by a second mortgage on the Company’s
generating facility

NOTE 7. Disclosures About the Fair Value of Financial
Instruments

The carryving amounts for cash and temporary investments, trade
receivables, accounts receivable from sponsors, accounts pavable and
accrued liabilities approximate their tair 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 long-term debt instruments dre
estimated based on the quoted market prices for the same or similar
issues, or on the current rates of fered to the Company for debt of the
same remaining maturities

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

—

1994 1904
Carrving Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

Decommissioning Trust $115.260 $113.256  SOX 880 $105.105
Spent Fuel Disposal Fee
Defeasance Trust 53,939 53.939 13,484 3,372
Long-term debt 75,845 63331 79636 77361
Spent fuel disposal fee

and accrued interest R4.055 84055  BO6G8R 80688

o e e

Fair vaiue estimates are made at a specific point in time, based on
relevant market information and information about the financial instru
ment. These estimates are subjective in nature and involve uncertainties
and matters of significant judgment and therefore cannot be determined
with precision. Changes in assumptions could significantly affect the
estimates

NOTE 8. Spent Fuel Disposal Fee

he Company has a contract with the DOE for the permanent
disposal of spent nuclear fuel. Under the terms of this contract, in
exchavge for the one-time fee discussed below and a quarterly fee of 1 mil
per kwh of electricity generated and sold. the DOE agrees to provide
disposal services when a facility for spent nuclear fuel and other high
level radioactive waste is available, which is required by contract to be
prior to January 31, 1998




NOTE 9. Short-term Borrowings

NOTE 10. Taxes on Income







NOTE 11. Supplemental { ash Flow Information




NOTE 12. Pension Plans

Ihe Company has two noncontributory pension plans covering
substantially all of its regular employees. The Company's funding policy
is to fund the net periodic pension expense accrued each year. Benefits
are based on age, vears of service and the level of compensation during
the final years of employment

T'he aggregate funded status of the Company’s pension plans as of
December 31, 1994 and 1993 is as follows

December 3
1994
(Dollars in thousands)

Vested benefits § R7I8 § BRK2
Nonvested benefits 1,136 1,338
Accumulated benefit obligation 0854 10,220
Additional benefits related to future

compensation levels 5126 8,540

Projected benefit obligation 14,980 18.760
Fair value of plan assets, invested
primarily in equities and bonds 16,559 16,343

Projected benefit obligation
in excess (less than) of plan assets $(1579) § 2417

he decrease in the projected benefit obligation from $I188 million
in 1993 to 815 million in 1994 is primarily the result of changed plan
assumpiuions

Certain changes in che items shown above are not recognized as
they occur, but are amortized systematically over subsequent periods
Unrecognized amounts still to be amortized and the amount that is
included in the balance sheet appear below

December 31
1994 1994
(Dollars in thousands)

Unrecognized net transition obligation $§ 936 § 996

Unrecognized net gain (8.559) (4.086)

Pension liability included in balance sheet 1800

Unrecognized prior service costs 3 041
Projected benefit obligation

(less than) greater than plan assets $(1579) § 2417

i e . 4 o e
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The following are pension plan assumptions as of December 31, 1994
and 1993

December 31
1994 1995

Discount rate
Compensation scale
Expected return on assets




F 13. Postretirement Benefits Other Than Pensions




The following table presents the plan's funded status reconciled
with amounts recognized in the Company's balance sheets as of December
31, 1994 and 1993 (dollars in thousands)

Accumulated postretirement benefit obligation 1994 1993
Retirees $LI87 $1078
Fully eligible active plan participants 1100 921
Other active participants 8209 8071
Total accumulated pos®  ‘rement

benefit obligation 10496 10,070

Fair value of plan assets, invested primarily

in short-term investments 2891 2457
Accumulated postretirement benefit

obligation in excess of plan assets $ 76058 7613
Unrecognized net transition obligation $ 7030 $7933
Additional unrecognized transition obligation 2563
Unrecognized net gain (L988) (1980)
Accrued postretirement benefit cost

included in accrued liabilities 1,660

Accumulated postretirement benefit obligation
in excess of plan assets $ 7605 § 7613

b ¢ e

The net periodic postretirement benefit cost for 1994 and 1993
includes the following compoenents (dotlars in thousands)

Service cost

Interest cost

Actual return on plan assets
Net amortization and deferral

Net periodic postretirement benefit cost

For measurement purposes, a 13% annual rate of increase in the per
capita cost of covered benefits (i.e. health care cost trend rate) was
assumed for 1994; the rate was assumed to decrease gradually to 6% by
the year 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 yvear would increase the accumulated
postretirement benefit obligation as of December 31, 1994 by $23 million
and the aggregate of the service and interest cost components of net
periodic postretirement benerit cost for the year ended December 31, 1994
by 803 miilion. The weighted-average discount rate used in determining
the accumulated postretirement benefit obligation was 7% at December 31,
1994

The change in the accumulated postretirement benefit obligation
from $10 mitlion in 1993 to 8105 million in 1994 is the result of additional
service accruals. The reduction in the unrecognized net transition
sligation from $7.9 million in 1993 to 7.0 million in 1994 is primarily
the result of one additional vear of amortization




NOTE 14. Lease Commutments
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compact and $125 when the facility opens). In addition, Vermont must
pay 825 miilion (81.25 million when Congress ratifies the compact and
$1.25 million when the facility is licensed) foi community assistance
projects in Hudspeth County, Texas, where the facility will be located
Vermont would also pay one-third of the Texas Low-Level Radioactive
Waste Disposal Compact Commission’s expenses until the facility opens
The disposal fees for generators in Vermont and Maine would then be set
at a level that is the same as charged generators in Texas. During 1994
the company received approval from FERC to recover the cost of this
compact from sponsors over the remaining license life of the Plant

During 1994, the Company recorded a deferred credit of $239
million to recognize the $275 million compact fund requirements less the
remaining fund balance from the VLLRWA and a corresponding deferred
debit of $265 million which represents the total amount to be included in
future billings to the purchasers under the Power Contracts

Nuclear Fuel

I'he Company has approximately 8141 million of “requirements
based” purchase contracts for nuclear fuel to meet substantially all of its
power production requirements through 2002 Under these contracts, any
disruption of operating activity would ailow the Company to cancel or
postpone deliveries until actually needed

/’/‘-HI.III.{'

I'he Price-Anderson Act currently limits public liability from a
single incident at a nuclear power plant to 889 billion. Any damages
bevond $8.9 billion are indemnified under an agreement with the NR(
but subject to congressional approvil, The first $200 million of Lability
coverage is the maximum provided by private insurance. The Secondary
Financial Protection program is a retrospective insurance plan providing
additional coverage up to $8.7 billion per incident by assessing each of the
110 reactor units that are currentiv subject to the Program in the United
States a total of $793 million, limited to a maximum assessment of $10
million per incident per nuclear unit in any one year. The maximum
assessment is expected to be adjusted at least every five years 1o re flect
inflationary changes

I'he above insurance covers all workers employed at nuclear
facilities prior to January 1, 1988, for bodily injury claims. The Company
has purchased a Master Worker insurance policy with limits of $200
million with one automatic reinstatement of policy limits to cover
workers emploved on or after January 1, 1988, Yermont Yankee's contin
gent lability for a retrospective premium on the Master Worker policy as
of December, 1993 is $31 million. The Secondary Financial Protection
laver, as referenced above would be excess of the Master Worker policy

Insurance has been purchased from Nuclear Electric Insurance
Limited (NEIL IT and NEIL 111) to cover the costs of property damage
decontamination or premature decommissioning resulting from a nuclear
incident. All companies insured with NEIL are subject to retroactive
assessments if losses exceed the accumulated funds available. The
maximum potential assessment against the Company with respect to NEII
I1 losses arising during the current policy year is $6.4 million at the time
of a first loss and $138 million at the time of a subsequent loss and the
NEIL 1l maximum retroactive assessment is 88 4 million. The Company's
liability for the retrospective premium adjustment for any policy vear
ceases six vears after the end of that policy vear urless prior demand has
been made
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