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I. STATEMENT OF QUALIFICATIONS

_Q. Please. state your names and occupations.

'A. My name.is Jamshed K. Madan and my business address is 456

'

Main Street, Ridgefield, Connecticut. I am a principal

in'the management-consulting firm of Georgetown Consulting

Group, Inc.

My name is Michael D. Dirmeier and my business address is

456 Main Street,.Ridgefield, Connecticut. I am a member

of the firm of Georgetown Consulting Group, Inc..

- .

Q. Please describe the general nature of your firm's

services.
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A. Our firm offers services in financial and management con-

sulting with special emphasis on utility regulation.

Members of our firm have performed or are performing

analyses of petitioners' testimonies and have presented
,

testimony before many commissions and boards in regulatory

cases involving telephone companies, air carriers, pipe-

line companies, and electric, gas and water utility

companies.

Q.- Br'iefly describe your educational and professional back-

ground.

.

A._ (Madan) I graduated from the tiassachusetts Institute of
,

Technology in 1966 with a Bachelor of Science Degree in

Electrical Engineering. I continued my graduate studies

at M.I.T. and in 1968 I graduated with a. Master of Science

Degree in Management-from the Alfred P. Sloan School of

Management. During my graduate studies, I held the posi-

tion of research assistant and teaching assistant in areas

related to financial management.

From August 1968 through April 1979, I was primarily

employed by Touche Ross & Co., an international public ac-

counting firm. I was promoted to principal in September

1977 and held the position of National Director of
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Regulatory Consulting. I left Touche Ross & Co. to become

a principal in Georgetown Consulting Group in May of 1979.

- I have presented testimony on accounting and related

matters on behalf of Rate Counsel, the public or interve-

- nors before various public utility commissions in proceed-

- ings in 15 states, including proceedings before the New

York Public Service Commiasion involving LILCO. A listing

of the rate proceedings in which I have presented testimo-

ny is set forth in Attachment 1.

Besides regulatory consulting,'I have been the

project leader on other projects, including operations
reviews, financial feasibility rtudies, economic studies,

r

marketing studies, cash flow analyses, cost reduction

studies, and system planning studies. I have also given

talks before American Mana,ement Association meetings en-

titled " Rate of Return Concept - A Management Tool."

(Dirmeier) I hold a Master of Business Administra-
1

tion degree.in finance from the University of Chicago,

received in'1973, and a Bachelor of Science degree in

Physics, receiv'd from Texas A&M University in 1971.e
.
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I hold a Certificate in Management Accounting, which

is a professional certification for management accountants

and financial managers awarded by the Institute of Manage-

ment Accounting of the National Association of Accoun-
,

tants.

Prior to joining Georgetown Consulting Group, Inc., I

was employed by Touche Ross and Co. My consulting experi-

ence includes operations reviews, system implementation

and product-line analysis.

' Before joining Touche Ross, I was a financial analyst

with the Bendix Corporation. My work included capital

budgeting, investment analysis, financial modeling and

planning, analysis of acquisitions and divestments, and

preparation of financial reports for the Board of

Directors. I have also analyzed company testimony,

managed the preparation of accounting testimony or

testified in 13 jurisdictions including before the New

York Public Service Commission in matters involving LILCO.

A listing of the rate proceedings in which I have

presented testimony is set forth in Attachment 2.

!
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II. SCOPE AND PURPOSE OF TESTIMONY

Q. Please indicate the scope and purpose of this testimony.

A. In its May :22, 1984 Application for Exemption, LILCO

claims'that the requested exemption is in the public in-

terest. LILCO's claim is based, in part, on an analysis

'

that purports to show that economic benefits would flow

from a grant of the Application and the early low power

testing of.Shoreham. The purpose of this testimony is to

address LILCO's economic benefit claim and how the public
'

interest would be affected by the grant of the requested

exemption. Unless otherwise indicated, all the testimony

which follows is j :ir;t'y sponsored by both of us.

III. ECONOMIC EFFECTS OF GRANTING THE EXEMPTION

A. LILCO's Claimed Economic Benefit

O. Please state your understanding of LILCO's claimed

economic benefit.

A. In its Application, LILCO initially claimed that granting
the~ exemption would be "in the public interest because it *

I

, .will result in' economic benefits of 590-$135 million.".
(Application 20-21). Subsequently, during the course of
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. discovery, the LILCO witness who will be testifying on the
claimed." economic benefits" of granting the exemption

stated that t.he $90-$135 million range of_ figures "is not

correct" (N'azzolillo Depo. Tr. 134). LILCO is now
.

claiming, apparently, that the economic " benefit" will be

|either $8-million or $42 million, depending on the timing

of-LILCO's receipt of certain alleged tax benefits. (See

Nozzolillo E.qo. TR 121-134 and Attachment 3 hereto.)

L

Q. How did LILCO arrive at the S8 million and $42 million

figures?-

.t

A. Both the $9 million figure and the $42 million figure

reflect benefits which LILCO perceives as flowing from

LILCO's premise that the granting of the pending Applica-
(

tion will enable Shoreham to go into commercial operation

approximately three months earlier than would otherwise be

the case. The financial models which LILCO has furnished

during discovery compare the potential impact on

ratepayers of commencing commercial operation in July 1,

1985 (as presently projected by LILCO) with waiting until

October 1, 1985 to commence commercial operation.
|
|

LILCO has prepared computer-based corporate financial

.

models of sales, revenues, expenses, balance sheets and
!

1

-6-

-
--.



- _ - _ _ _ _ _ _ _ _ - _ _

t-

.

cashflows covering the years 1984-2000. These models have

been developed for three alternative hypothetical dates on

which Shoreham would be considered to be "in service" as
.

follows:

Full power operatioq In-service for tax purposes

July 1, 1985 Dec. 1984
July 1, 1985 Jan. 1985
Oct. 1, 1985 Mar. 1985

For each of the above alternatives, LILCO computed

the revenue requirements ( that is, the amount LILCO must

receive from ratepayers), expenses and other financial

indicators in each of the years 1984-2000. In order to

compare the financial results, LILCO then computed the net

present value of the revenue requirements under each al-

ternative. A higher net present value equates to higher

revenues and is, therefore (all other things being equal)

less desirable, from a ratepayer's point of view, than a

lower net present value. This is because a higher net

present value means that the ratepayers must pay higher

rates (in real terms) .

The results of LILCO's computations are as follows:
. .

%
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-Full-Power In service for ($ millions)
' Operation tax purposes Net Present Value

(1)
'- July 1, 1985 Dec. 1984 S21,295

July 1, 1985 Jan.'1985 21,329
Oct. 1, . Mar. 1985 21,3371985

.

(1) Note: Present Value of117 years' revenue requirements.

!
| LILCO's computations, as provided during discovery,

-are annexed as Attachment 3.1/ Our own computations,

which are based on LILCO's computation presented in a

different format, are annexed hereto as Attachment 4.

In analyzing the Company's computations, it is
,

obvio;us that the~ net present value of revenues is affected
.by when Shoreham goes into full power operation and when,

it is declared "in-service" for federal corporate income

tax purposes. LILCO's minimum claimed benefit of $8

million from the grant of the exemption is based on the

assumption that Shoreham will be in-service for tax

purposes in 1985, and represents LILCO's projected effect
|.

i of beginning the full power operation three months earlier
;

than the case without the grant of the exemption. LILCO's
.

i.

l

!'
1/ We--learned on July 12, 1984, that LILCO has prepared new

' financial runs reflecting somewhat different assumptions.
Af ter we have had an opportunity to review these new data,
we will, if necessary, amend our testimony.

_a.
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maximum claimed benefit of $42 million starts with the S8

million effect of a three-month change in the timing of

full power operation olus an additional $34 million

benefit which could be obtained only if Shoreham can be

declared in-service for tax purposes in 1994 rather than

in 1985. Thus, the maximum $42 million benefit consists

of an $8 million element and a separate $34 million

element.

The $34 million figure represents the differential in

net present value effect of beginning the stream of

benefits to'ratepayers related to tax depreciation in

1984, as opposed to 1985. The S34 million differential

assumes that Shoreham is in service for tax purposes on or

before December 31, 1984. If Shoreham is not in service

by that date, however, the S34 million differential

disappea.a.

The S8 million figure represents the present value of

the differential in rates necessary to cover revenue re-

quirements for all items other than tax depreciation

(including, for example, estimated fuel savings), based on

commencing commercial operation of Shoreham on July 1,,.

1985 instead of October 1, 1985.

-9-
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Q. How would the 1984 tax in-service date create an apparent

benefit?

A. If Shoreham can be declared in-service during 1984,

LILCO's 1984 tax depreciation will be $186 million higher.

This increase in tax depreciation is a tax benefit, re-

sulting in lower taxes, which, in turn, reduces the amount

of capital that investors have to provide to LILCO. Since

revenue requirements provide a return on capital, lower

capital requirements lead to lower revenue requirements.

By depreciating Shoreham for tax purposes in 1984 rather

than in 1985, the benefit of Shoreham tax depreciation is-

recei'ved earlier, thereby leading to a lower net present

'value of revenue requirements. This $34 million benefit

can only be obtained if Shoreham is declared in-service

for tax purposes in 1:84 rather than in 1985.

Q. Wnat creates the $8 million net present value difference

for full power operation between July and October?

A. In the first 12 months after Shoreham begins commercial

operation, LILCO's revenue requirements will be increasede

by over $800 million. The increase, which, in turn must

be recovered from ratepayers, arises from the need to

recover the carrying charges associated with Shoreham and

- 10 -



the related depreciation, operations and maintenance

expenses. If Shoreham goes into commercial operation on

July 1, 1985, customers will pay $166 million more in rev-
.

enue requirements in 1985 than if commercial power

operation begins October 1, 1985. There is a greater rev-

enue requirement associated with a July 1, 1985 commercial

operation date, as opposed to on October 1, 1985

commercial operation date, because.there will exist three

more months in 1985 at which the higher (appoximately $800

million) revenue requirement amount will be charged to

ratepayers. Thus, 1985 customers receive no utility rate

benefit from a July 1, 1985 start-up. Customers in subse-

quent years will also have higher rates than if Shoreham

had not been built, but lower with a July 1, 1985 start

than an October 1, 1985 start.

Revenue requirements are lower in 1986 and subsequent

years primarily because an earlier start up date acceler-

ates the point in time at which costs incurred at Shoreham

are expensed to the income statement and charged through

higher rates to customerc, rather than capitalized as a

higher book cost for the unit. Tnus, the earlier full

.

power date results in higher 1985 revenue requirements'in

exchange for a lower overall book cost for Shorenam. This

- 11 -
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lower overall book cost leads to relatively lower 1986 and
.

subsequent revenue requirements. The cumulative effect of

the higher 1985 revenue requirement and lower 1986-2000

revenue requirements is, according to LILCO, S8 million in

net'present value.

The $8 million net present value of this benefit

would likely result from any three month difference in the

timing of the commencement of full power operation, such

as October to January, as well as the three months:

developed by the Company from July to October.

.

Q. How realistic, in your opinion, is the $8-S42 million

benefit which LILCO claims will flow from the grant of the

exemption?
.

A. LILCO's claimed benefits are greatly _ overstated. Indeed,

;. based on LILCO's own analysis, we believe there is an
!-
!' economic detriment of $49 million resulting from the grant

f
of tne exe.nption. .Thus, LILCO's rate-payers would be'

worse off if the Company were to obtain a low power

-license sooner rather than later.
.

.Q. Please explain your last answer.,

- 12 -
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A. First, it is clear that Shoreham will not be in-service

for tax purposes during LILCO's proposed low power testing

program which is all that would be authorized by the re-
P

quested exemption. In order to place the plant in service

for tax purposes, LILCO must obtain a full power operating

license which would require final NRC decisions on the

outstanding emergency planning and TDI diesel issues. By
.

LILCO's own admission (see Application for Exemption at

21), and as is clear from the current schedules for liti-

gation of those issues, such decisions (and necessary

"immediate effectiveness" approved by the NRC) are unlike-

ly prior.to the end of 1984. Thus, it does not appear to

be possible for Shoreham to be in service for tax purposes

in 1994, which means that $34 million of the S42 million

maximum ' claimed ben ~: fit cannot be obtained. LILCO's

economic benefit claim therefore is in reality only S8

million. In out opinion, the $8 nillion benefit is

overstated and is actually a detriment of up to $49

million.

Q. Why do you say that the S34 million benefit resulting from

1994' tax depreciation cannot be obtained?
.

- 13 -
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A. During his deposition, Mr. Nozzolillo testified that in

order to.be in service 1.:r federal income tax purposes,

Shoreham has to generate sufficient electric power to the

LILCO grid.such that the electrical output from the plant
,

exceeds the' amount taken from the grid to run the plant,

i.e. ,. the net output has to be a positive figure to the

grid (Nozzolillo Tr. 129). In the April 20 prefiled tes-

timony of Messrs. Atambir S. Rao, Eugene C. Eckert, George

F. Dawe and Robert M. Kasesok filed by LILCO, however,

LILCO's witnesses state at page 34 that during Phases III

and IV of LILCO's proposed low power testing program, "the
'

,

generator will not be connected to the grid during these

phases of testing." (emphasis supplied) This statement is

also made at page 17 of the Affidavit of Dr. Glenn G.

Sherwood, Dr. Atambir S. Rao, and Mr. Eugene C. Eckert,

which was submitted by LILCO in support of its March 20,

1984 Supplemental Motion for Low Power Operating License.

It is further our understanding t"at the turbine is not :

'

run at all during Phases I and II of LILCO's proposed low

power program.

In short, since the Shoreham generator will not even
;

be connected to the LILCO grid during the low power

testing proposed by LILCO, there is no possibility that

- 14 -t
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'Shoreham will be in service for federal income tax
purposes prior to the issuance of a full power license,

which appears highly unlikely if not impossible during
.

1984. Thus, the alleged $34 million tax benefit will not,

and cannot, materialize.

-Q. What are the. areas in which LILCO in your opinion has

everstated its $8 million claim?

A. LILCO's analysis shows that the cash cost of Shoreham de--

,

creases by $59 million if full. power operation is moved up

' by three months. . Earlier , we stated that this reduction

in cash cost is achieved because expenses and revenue re-

quirements are increased as costs are charged to customers

rather than charged to'the cost of Shoreham. LILCO's own

-analysis,'however, shows only a $31 million increase in

expense-when Shoreham is operated three months earlier,

although the cash cost of the plant is decreased by $59
,

million. Therefore, there is a $28 million mismatch in

LILCO's analysis that erroneously f avors. the economics of
|

earlier full power operation, because it_either

understates revenue requirements associated with a July 1,

, .
L1985 start-up date or overstates revenue requirements as-

sociated-with an 0ctober 1, 1985 start-up. In either

15 --
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event, correction of this error, which has a net present
.

value of $26 million, reduces LILCO's $8 million benefit

claim to an $18 million detriment.

LILCO's second error results from its decision to'

stop the analysis in the year 2000, rather than analyzing

the effect of early operation over Shoreham's anticipated

full life cycle. The effect of this error is to exclude a

net present value benefit of $14 million for operations in

the years 2001 - 2015. In addition, this error results in

an implicit assumption that early low power operation

results in greater lifetime energy production from*

,

Shoreham. Correcting this error results in a reduction in

the benefit of up to S45 million.

Q. Please explain the $28 million error in the Company's

analysis.

A. The Company's financial models show that three month ear-

lier full power operation decreases the capitalized cash

cost of Shoreham &y $59 million. Correspondingly, tne
..

amount expensed if op? ration is three months earlier

should be $59 million greater to balance the lower capi-

talized cash cost. Ilowever , LILCO's own financial

projections snow only a S31.1 million increase in expense,
.

as follows:

- 16 -
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(S million)
October 1, 1985 Change July 1, 1985

Shoreham Cash-
Investment $2,734.4 $(59.0) S2,675.4

O& M Expense $ 257.1 S 16.1 S 273.2

Property Tax 15.0 15. r, 30.0
S 272.1 S 31.1 S 303.2

The above table shows that the July 1, 1985

projection-has $59 million less expanded at Shoreham, but

only $31.1 million more expensed. As we discussed earli-

*
er, the effect.of early full power operation is higher

cxpenses and rates, but lower amounts charged to the

capital cost of the plant. In LILCO's financial analysis,

the lower capital cost is impropsrly not balanced by equal

increases in expenses.

- Q. How does this imbalance lead to a change in the relative

net present values of assumed July versus October

commercial full power operation?

A. To make the models comparable, we examined the impact on

revenue requirements if. expenses in the October 1 model

were decreased by the S27.9 million difference between

capital change ($59.0) and expense change (S31.1). If-*

expenses are lower, revenue requirements will be lower by

,

- 17 -
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a similar amount to achieve the same earned rate of return
.

on investment. Consequently, the net present value of

revenue requirements for the October 1 operation alterna-

tive is reduced by $26 million, thereby improving this al-
,

ternative's economic effect.

Q. Please explain the problems created by the Company's deci-

sion to stop the analysis in the year 2000,.

u

|
A. . Allowing Shoreham to operate commercially three months

earlier in 1985 creates an increase in revenue require-

ments in that year of $166 million, because any fuel sav-
.

ings,that may be~ achieved are far outweighed by increases

in base. rates to provide for depreciation, return,

operation and maintenance of the unit. If Shoreham oper-

ates three months earlier, then it is presumed to retire

three months earlier in the year 2015. Early operation in

1985 results in' increased revenue requirements in the year

2015, because early retirement will result in lower fuel

savings in thac year.

A proper economic analysis of Shorcham's early

j operation would examine the trade-offs between tne higher
p . i ..

rates in 1984, and the lower rates in 2015, as well as the

differences in revenue requirements in the intervening

i
|

- 18 -
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years. In general, the intervening years will have

slightly lower revenue requirements if Shoreham is allowed

to operate early, because the unit will be of lower book
.

cost and therefore have lower depreciation and return re-

quirements. LILCO's analysis already considers the effect

of the lower revenue requirements in the years 1986

through 2000. Therefore, the corrections that we

recommend are made in order to extend LILCO's analysis

from the year 2000 through 2015.

Extension of the analysis includes two components:

fuel expense and.other elements of revenue requirements.

In 1985, the fuel benefit of three month's earlier
+

operation is projected to be S50 million. Obviously, es-

timation of the fuel detriment in the year 2015 is subject

to great uncertainty, including the effects of inflation,

changes in oil availability, technological changes, and so

forth. For purposes of this analysis, we have assumed

that the fuel difference in the year 2015 will be worth

the same amount, in 1984 dollars, as the fuel saving in

1985. Significantly, even if there were no fuel offsets

in 2015, LILCO's analysis would still snow a S4 million
.

detriment due to earP.' operation of Shoreham. See Attach-

' ment 4. Expanding the analysis for the effects of lower"

- 19 -
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depreciation and return requirements if Shoreham is
.

' allowed to operate earlier in.1985 provides an incremental

benefit of'S14 million. However, this benefit is more

than offset by the detriment in 1985 due to the error in

accounting for operations and maintenance expanse

. discussed earlier.

Q. LILCO has claimed that earlier low power testing will

result-in significant savings in oil consumption. Do you

agree with-this claim?
~

A. No. LILCO's claim would be true in-the short-run, if ear-

lier low pov r testing guaranteed earlier full power,

commercial ~ operation,~which it does not, since TDI diesel

and emergency planning. issues remain to be resolved before

issuance of a full power license, and it is the date of

commercial operation which determines when oil savings

would begin. That date is subject to many uncertainties.,

[ ' fore importantly, however , in the long-run, LILCO's claim

of oil. savings can only be true if earlier operation

results in a change in the operating life of Shoreham. In

. .

the anticipated life of Shoreham is currently 30fact,

. years. Nnether it runs 30 years from July 1, 1985 or from

October 1, 1985 should result in no difference in the

- 20 -
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.

overall amount of oil that Shoreham will save, because the

date of shutdown of the plant will change by a corre-

sponding amount of time.
.-

Q. Please summarize your conclusions based on your review of

LILCO's analysis.

A. LILCO's analysis fails to support any claim of economic

benefit from early operation of Shoreham. In fact, there
4

istan economic detriment of up to S49 million associated

with early operation of Shoreham. Earlier operation of

Shoreham, if it leads to earlier rate recognition, will

simply result in placing that increased burden on

customers earlier rather than later. Thus, overall,

granting the requested exemption would result in an

economic detriment to ratepayers.

B. Other' Economic Effects of Granting the Exception

r

Q. Your prior-testimony has dealt with LILCO's claimed

. cconomic benefit. resulting f rom LILCO obtaining a ' low

power-license now rather than waiting until the

uncertainties = surrounding the TDI diesels have been r3-

' solved. Have you considered whether the public interest
,

would be served by having LILCO engage in low power

operation at this time?

.

- 21 -
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A. Yes.
,

' Q. What are'your views on that matter?-

A. He do not believe the public interest would be served by

having LILCO operate'Shoreham at low power at this time,

as opposed to waiting until the TDI diesel issues are re-

solved..

Q. _ What is the basis for your answer?

A. LILCO lacks the resources to assure that the activities
for which It seeks an exemption from otherwise applicable

.

NRC regulations can be conducted safely. There is an in-

creased risk of inadequate maintenance and/or inadequate

security were LILCO to operate Shoreham, even at low

power, without sufficient resources. This risk relates to

nuclear and non-nuclear operations. We do not believe the

Company has the ability to cope with unexpected events or

accidents, whether nuclear related or otherwise, because

LILCO lacks the wherewithal and flexibility to deal with

unpredicted contingencies. LILCO's existing customers.

have already suffered as a result of cut-backs in service

:
to them. There is no reasonable assurance that LILCO even

has the resourcas to conduct the activities it proposes to

! - 22 -
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be engaged in during low power operation at Shoreham, or

to shut down the plant and safely decontaminate it, if

such action became necessary. Thus, it is our opinion
.

that the public. interest does not favor the grant of an

exemption to permit early operation of Shoreham at a time

when LILCO is unable to muster the necessary resources to

carry out the necessary operational duties.

It is important to note that we consider this conclu-

sion to be valid, even as events and circumstances change

on a weekly basis. The primary difficulties being faced

by LILCO -- potential default on loans for LILCO's share

of Nine Mile Point 2 and potential reduction of requested

rate relief due to LILCO management's imprudence -- remain

important and significant obstacles to LILCO's ability to'
,

continue to provide safe and adequate service to the pub-

lic during the anticipated period of early low power

t'esting and likely well beyond.

,

Q. What leads you to believe that LILCO lacks the resources

to assure that-it can conduct its activities safely and

that the public interest would be harmed if LILCO were to

commence low ~ power. operation at this time?
.

- 23 -
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A. Our' belief is based on information that has recently come

to light which-shows that LILCO is on the verge of insol-

vency. In our' opinion, the public interest is not served

by permitting an insolvent company like LILCO to operate a

nuclear plant,.much less permit such operation on ene

basis of an unprecedented exemption from a safety regula-

tion.

Q. What is the basis for your belief that LILCO is on the

verge of insolvency?

A. The available information shows that LILCO has:
.

IProjected that it will run out of cash by September-

1984;

Cancelled payment of its common dividend and stated-

publicly that it may do the same for preferred

dividends;

Instituted an austerity program, involving layoffs of-

almost 1,000 jobs, thereby placin, at risk its abili-

ty to provide safe and adequate service;

- Cancelled its payments toward the construction of

Nine tiile Point No. 2, thereby placing at risk

LILCO's $585 million investment in that unit;

:.

- 24 -
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Placed itself subject to continuing periodic bank-

review that could lead to a declaration of financial

default;
..

' Cancelled planned issuances of long-term debt,-

preferred stock and common stock;

Been excluded from normal capital markets and from-

raising the capital it needs to continue to provide

adequate service;
,_

Been forced to seek financing arrangements which, if-

consummated, may further limit the Company's ability

to provide adequate service; and

~

. Sustained a strike of up to 3,900 of its remaining-

,

employees, because.its financial condition has led it

to seek wage'and benefit reductions in contract nego-

tiations which-employees have rejected.

-LILCO's continued capability to provide safe and

adequate service must be seriously questioned at this

time, due to both its serious financial problems, and thec

fact that it'now.must rely solely upon roughly 1,500 man-

:agement (non-union) employees to provide all services.- In^ *

addition, LILCO has made disclosures that-indicate that

- 25 -
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its capability to provide service must continue to be
.

questioned until: (1) some other party assumes $918

million of construction costs paid, and to be incurred, by

LILCO for the construction of Nine Mile Point 2; and (2)

other parties agree on terms, favorable to LILCO, concern-

ing the ultimate amount of Shoreham costs that will be

recognized in establishing electric rates.

Q. What information have you reviewed in reaching your con-

clusions that it is not in the public interest to permit

the early operation of Shoreham on the basis of the exemp-

tion application?*

:

A. The information we have reviewed includes (a) LILCO's-

annual report on Form 10-K as filed with the Securities

and Exchange Commission (SEC) on March 30, 1984 (See

Exhibit III of that report, attached hereto as Attachment

5); (b) its current report on SEC Form 8-K dated February

21, 1984 (Attachment 6 hereto); (c) LILCO's quarterly

report on Form 10-Q, as filed with the SEC on May 15, 1934

( Attachment 7 nereto); (d) financial information furnished

by LILCO in rate proceedings which are panding before tne

liew York Public Service Commission ("PSC"); and (e) a "Po-

sition Paper" dated May 30, 1984, which was submitted by

,

$
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,

LILCO to the Governor of New York on May 31, 1984

(Attachment 8 hereto).

Based on the information we have reviewed, it is our.

l

opinion _that LILCO is on the brink of financial disaster.
'

Thus, notwithstanding the fact that LILCO raised $911

million through external financing during 1983, at the

time of the filing of the Form 10-K (i.e. on or about

March 30~,'1984), the Company believed it only had "on hand

. sufficient' cash and short term investments to continue the

Company's operations until the Fall of 1984" (Form 10-K at

'6).. More-recently, in its quarterly report to the SEC on

-Form 10-0 for the three months ended March 31, 1984, LILCO

identified August 31, 1984 as the date beyond which it

;will not have " sufficient cash and short. term investments

to continue the Company's operations." (Form 10-Q at 22).

The-Form 10-Q_also reveals that $90 million of LILCO's
outstanding bonds will mature on September 1, 1984, at a

,

time when'LILCO is not presently anticipated to have the

'

funds to meet such an obligation.

Q': . What:are the public interest ramifications of having a

utility with little or no cash engagiag in low power
, .

testing of a nuclear reactor?

- 27 -
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A. LILCO's current situation raises the clear potential that
,

if LILCO were granted a low power license, it might have

significant difficulty in paying for items which are nec-

essary for safe operation. In our view, the public inter-
,

est is.not served by licensing a plant where such a

potential exists.

Q:. What measures has LILCO already taken to raise cash?

A.. LILCO will run out of cash on or about August 31, 1984

notwithstanding that: (1) LILCO raised approximately $63

-million of external financing in January and February 1984

(Form 10-K at 6 ); (2) LILCO has instituted austerity

measures intended to save $100 million in cash (Form 10-K
,

at 2); (3) LILCO has unilaterally ceased construction pay-

ments for its share of Nine Mile Point 2, even though such-

action threatens acceleration of S500 million of LILCO's
outstanding debt (Form 10-K at 58);2/ and (4) LILCO has

omitted common stock dividends, which would otherwise have

2/ Had LILCO not unilaterally ceased construction paymentsp
' for its share of Nine !!ile Point 2 in February 1984, it is

estimated that it would have had to pay $114 million for
such construction during 1984. Of this amount, only S11.5
million was paid before LILCO ceased making furtner pay-
ments. If LILCO had continued payments on Nine Mile Power
2, it might well already be out of cash.

l-

?.
,
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amounted to approximately S180 million during the

remainder of 1984.

- LILCO's financial situation has deteriorated, in

fact, to the point that its outside auditor, Price

Waterhouse, has taken the unusual step of qualifying its

report on the Company's financial statements to the effect

that the opinion was " subject to the Company's continued

financial viability." (Form 10-K at 49). In short, the

report questioned whether LILCO was capable of continuing

operations. In its report to LILCO, Price Waterhouse enu-

metated specific matters, the outcome of which was in-

determinable, as were their effect. on the financial posi-

tion or results of operation of LI*CO.1/ Price Waterhouse

3/ Specifically, Price Waterhouse noted:

(a) That the Staff of the New York Public Service
Commission, on February 10, 1984, alleged
" serious mismanag ment and inefficiency
throughout" the Shoreham project;

(b) That LILCO has been notified that other partici-
pants in the Nine Mile Point 2 oroject consider
LILCO to have def aulted in its financial obliga-
tions to the project; that LILCO's suspension of
its payments for Nino Mile Point 2 may have con-
stituted a violation of LILCO's agreement with
lending banks; that the banks have effectively.

given LILCO a renewable (at the bank's option)
30-day grace period; and that in ae absence of
such a grace period other "long term debts of
the Company could become due and payable as a

(Footnote cont'd next page)
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concluded, therefore, that LILCO "cannot give any assur-

ance of its ability to meet its capital and operating re-

quirements." ( Form 10-K at 49 ) .
.

Q. Is it common for an outside auditor to qualify its opinion

on the financial statements of a public utility in the
;

manner which Price Waterhouse has done?

*

A. No, it is extremely rare and is an indication of a company

which is in a severe financial crisis and whose entire

economic existence is in doubt.

|

Q. Does LILCO have the resources to meet immediate capital

needs?

A. No. LILCO has stated that it will require S700 million in

1984 cash to meet anticipated capital expanditures and re-

funding requirements. (Form 10-K-at 46).1/ As of

(Footnote cont'd from previous page)

result of cross-defaults and result in rights of
acceleration of maturities of such debt";

(c) That recovery of $118 million in costs of
abandoned nuclear projects and $111 million
advanced to a supplier of uranium concentrates
were (as evidenced elsewhere in the For.n 10-K)' '

uncertain.

4/ The $700 million does not reflect putative savings of $100
million resulting from LILCO's austerity plan.

- 30 -



--

December 31, 1983, the Company had approximately $275
,

million in cash and temporary cash investments. (Form

10-K a t 5 2 ) . By February 20, 1984 the $275 million figure

had dwindled to $214 million (Form B-K at 1); and by March
,

31, 1984, cash and short term investments amounted to only

$174 million (Form 10-0 at 4).

Assuming that LILCO is able to save $100 million as a

result of its " austerity" program, the Company would still

need $325 million in cash, beyond cash and investments on

hand as of December 31, 1983, in order to meet its planned
,

, capitsi expanditures during 1984. Of the $325 million

necessary, LILCO raised approximately $63 million of

external financing during January and February 1934 (Form

10-K at 6), and after consideration of omitted common

dividends, the-net shortage in 1984 isapproximately580

million. Thus, if all of LILCO's cash conservation plans

were fully realized during 1984, it would still be approx-

imately 380 million short of funds by the end of the year.

Mr. Sideris, LILCO's Vice-President for Finance, has filed

testimony before the New York Public Service Commission

indicating LILCO's year-end shortf all will be between $44

million and $64 million.
:

- 31 - .
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All of LILCO's existing lines of credit have been

drawn down (Form 10-K at 8 ), and the Company has disclosed

no commitments from any source to furnish LILCO additional
.

financing. Indeed, in the absence of outside financing or

other_unenticipated event, LILCO will be unable to pay the

$90 million due on outstanding bonds which will mature on
'

September 1, 1984.

Q. How has LILCO's condition affected its ability to raise

f u.nd s .ex ternally?

A. Becauselof its condition, LILCO has effectively been

blocked from access to the financial markets. Thus, as

further evidence of LILCO's dire financial condition, its

Form.10-K states: ". . . given the various adverse

factors now impacting the Company, little or no assurance

can be given regarding the Company's ability to raise ad-

ditional funds in 1984 and in future years in order to

meet construction ar.d other capital requirements and oper-

ational needs." (Form 10-K at 6).

The various ratings services have all lowered their

ratings of the Company's securities. Indeed,tloody's In-
'

vestors Service, Inc. (" Moody's") recently has lowered'its

ratings of the Company's securities on three occasions:

|
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in December 1983, January 1984 and March 1984. (Form 10-K

at 9). The company has stated: "In Moody's view, since

December 1983, when it reduced the Company's ratings on

_all of the Company's fixed income securities, the ,

Company's prospects for continued financial flexibility

.and for reduction of the Shoreham safety plan impasse have

worsened." ( Form 10-K at 9 ) . Neither Moody's, Standard &

Poor's Corporation, nor Duff & Phelps considers any of the

Company's securities to be of investment grade. (Form

10-K'at 10). Moreover, as of March 31, 1984, "[t]he
*

Company's commercial paper ratings have all been with-

(Form l'-Q at 26). By_May 30, 1904, none ofdrran." 0

LILCO's securities were " considered of investment grada"
a

(Position Paper, 46). Tne Company has stated: "In view

of LILCO's financial condition, external financing is not

. presently available . ." (Position Papar, 1).. .

Q. What kinds of financing arrangements has LILCO been

seeking?

A. It is our understanding that LILCO has recently sougnt,

but 'o our knowledge has not received, $200 million of ad-

ditional bank financing. Terms of tne discussions are not

generally available, but se understand that this financing *

- 33 -
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af
'

-
t

would entail transfer of control of certain LILCO assets

to the lending banks. While this type of financing might

address the immediate cash problem LILCO faces, in our

1 - opinion it would exacerbate LILCO's problems in providing

safe and adequate-service,'and thus make the granting of

the-requested exemption even less in the public interest.'

1

Q. Why is that?
.

'A. The assets that the banks could control, as a result of

.tJbt type.of financing LILCO seeks, are likely to include
_

fuel stock inventories that-LILCO builds up during the

summer for later' burn-up or sale during winter months. It

is normal practice for LILCO to have these inventories so

that in the winter, when demand outstrips the ability to

transport fuel into the' service area, service demands can

be met. However, if the inventories were controlled by

banks, LILCO may not be able to sell the inventories and~

'

provide | service to its customers. Thus, not only would

normal utility practice and operating procedure be

icircumvented by the typa of financing LILCO apparently

seeks, but the public would potentially suffer. -

Q. If LILCO has insufficent internal financial resources 'and
no access to the capital markets, can it rely on rate

reli3f to provide the necessary financial resources?

.
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A. Not in our opinion. In addition.to running out of cash on

August.41, the ultimate recoverability by LILCO of
Shoreham-related costs through rate relief is very much in

. .

'

doubt as a result of LILCO's alleged " serious misman-
,

agement and inefficiency throughout the project." (Form

10-K at 43). Thus, the PSC is " currently investigating

the prudency of the costs incurred by the Company in the

construction of Shoreham." (Forn 10-K at 22). In that

proceeding, the staff of the PSC has recommended that "no

more than S2.296 billion of the Shoreham costs be allowed

in rate base." (Id.) Assuming July 1, 1985 is the earli-

est p,ossible date on which LILCO might hypothetically put
Shoreham into commercial service, at an estimated overall

cost of $4.1 billion (Form 10-K at 19), the PSC staff's

recommendation, if adopted by the PSC, would meun that

LILCO would have to absorb S1,804,000,000 of

Shoreham-related costs.5/ ko the extent LILCO's continu-

ously escalating estimate of S4.1 billion for Shoreham is
exceeded, the PSC staff's recommendation would require

LILCO to absorb a figure greater than $1.9 billion. Any

5/ Certain intervenors in the proceeding, including Suffolk
County, nave sought to limit LILCO's recovery to $1.9
-billion--a projected chortfall of $2.2 billion. (Form

'

10-K at 22).

- 35 - -
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disallowance has the potential, in the Company's own

words, to " jeopardize the Company's ability-to meet its

financial obligations." (Form 10-X at 23). LILCO has re-
.

cently made clear that a settlement of the prudency pro- .,

coeding, on terms favorable to LILCO, is an underlying as-

sumption of LILCO's plan to stave off bankruptcy. (Posi-

tion Paper at 50). The terms which LILCO proposed, and

which have been rejected by the Governor of New York, in-

volve an absorption by LILCO of only S250 million -- in-

st'ead'of between $1.8 billion and S2.2 billion -- of
Shoreham-related costs. (Position Paper at 51.)

Q. Would rate relief unrelated to Shoreham significantly

improve LILCO's condition?

A. No. Non-Shoreham related rate increases are not likely to

help stave off a financial disaster for LILCO. According

to the Company's own figures, even if 100 percent of pend-

ing non-Shoreham rate relief is obtained, LILCO will still

have a cash deficit of $43.3 million in September 1984 and

of almost $61 million in December 1984. (June 21, 1934

letter from Gerard A. Maher, counsel for LILCO, to flon.

Frank S. Robinson, Administrative Law Judge,i4YPSC, a copy.

of which is attached hereto as Attachment 9).

- 36 -
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Q. What are the implications of LILCO's ceasing construction

payments on Nine Mile Point 2 on LILCO's ability to run

Shoreham at low power at an early date?

A. As noted previously, on February 9, 1984, LILCO " sus- -

1

pended" payments for its 18 percent share of construction

costs of Nine Mile Point 2, a nuclear generating unit

under construction near Oswego, New York. The cotenants

of Nine Mile Point 2, in addition to LILCO, are Niagara

Mohawk Power Corporation, who acts as agent for the

cotonants, New York, State Electric and Gas Corporation,
.

Rochester Gas and Electric Corporation and Central Hudson

Gas $nd Electric Corporation. (Form 10-K at 27). As a

result of this unilateral susponsion on the part of LILCO,

" Niagara Mohawk has notified the Company that it considers

the Company to be in default of its obligations to the

other cotenants and has demanded payment." (Form 10-K at

27). Niag ra Mohawk also has advised LILCO that Niagara

Mohawk "may institute litigation against the Company . . .

[which] could' result in encumbaring, diminishing or

eliminating" LILCO's interest in Nine Mile Point 2. ( Fc ts

10-X at 27). As of December 31, 1983, tha cost of LILCO's

share of Nine Milo Point 2 was S505 million. (For.n 10-K
!

at 27).

.

b
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.

LILCO's suspension of payments for Nine Mile Point 2

has raised the spectre of the acceleration of all of its

outstanding Nine Mile Point debt -- approximately S500

million as of December.31,.1983. Thus, counsel for the

banks who made loans to LILCO for purposes of Nine Mile

Point 2 has questioned whether LILCO's suspension of pay-

ments for Nine Mile Point 2 violates the terms of LILCO's

debt obligation. (Form 10-K at 57). In order to

forestall immediate acceleration of LILCO's debt, however,

LI'LCO and the lending banks for Nine Mile Point 2 have

agreed that, only for so long as holders of two-thirds of

the Nine Mile Point 2 debt continue to agree, no default

on the debt will be declared for successive 30-day periods

beginning April 27, 1934. (Id.)

Q. You have described the bases for believing that LILCO is

tottering on insolvency such that the grant of an exemp-

tion would not be in the public interest. Ilow does LILCO

hope to save itself from bankruptcy and thus attempt to

change this situation?

A. LILCO proposes that public agencies agree to alleviate

LILCO's financial burdens. Thus, in its Position Paper,
.

LILCO mnde a proposal to the Governor of tiew York which in

. - 38 -
r
1

o

(
,

4.



LILCO's view " assures a continuous electric supply,

minimizes rate increases and savas LILCO from bankruptcy."

(Position Paper at 4). A necessary condition of LILCO's

proposal, and hence of avoiding bankruptcy, is "that
.

LILCO's share, past and present, in the Nine flile Point 2

nuclear plant is assumed by others." (Position Pap 3r at

5). LILCO proposes that the New York Powar Authority or

"other state bonding agencies" undertake this ball-out

(Position Paper at 52).

As of December 31, 1983, LILCO had invested $585

million (including payments for fuel and debt service) in

Nine!!!ile Point 2. Since then, it paid $11.5 million in

|
Janusry 1984. LILCO is still obligated to pay $65 million

.

in financing costs for Nine Mile Point 2 during 1934 (Form

10-K at 27), even though it has already defaulted on

$102.5 million of 1984 construction payments for tne

p r o'j e c t . Thus,-without curing the default, by the end of

1984, LILCO sill have invested a total of $661.5 million

which someone else must assume if LILCO is to avoid bank-

ruptcy.6/

6/ Furthermore, as revealed in LILCO's recent report to the
-SEC on Form 10-0, the total estimated cost for completing
Nine !!ile Point 2 has risen to about $5.1 billion. (Form
10-0 a t 8 ) . LILCO's 13 percent share of that amount is

(Footnote cont'd next page)

.,
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The Position Paper also revealed, for the first time,

that not only would LILCO require a $918 million bailout,
L-

but that the bailout would have to be coupled with rate
.

relief, satisfactory to LILCO, to cover Shoreham-related

costs. Thus, the Position Paper states:

Two measures form the foundation of
this proposal [to save LILCO from bankrupt-
cy]. The first assumes that LILCO is re-
lieved of its past and future obligation
for Nine Mile Point 2 cnd that its cash in-
vestment in that plant is returned to the
Company.

,

The second measure crucial to the sta-
bility of the Company is a settlement of
the prudency caso.

(Position Paper at 50).

The Position Paper also makes clear that 3 bailout

for Nine Mile Point 2 and settlement of the prudency pro-

~ ceeding are the only alternative for LILCO. "In view of
,

L ,

(Footnote cont'd from previous page)

estimated to be $918 million. On May 30, 1933, LILCO dis-
closed that the Company needs governmental assistance from
its participation in Nine Mile Point No. 2. Assuming that
someone else is found to bail LILCO out of its Nine Mile
Point 2 involvement, that someone else will nave to incur
new obligations of at least $256.5 million (beyond the,

, payments LILCO will have made by the end of 1984) before
the project'is completed.

(
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LILCO's financial condition, external financing is not
,

'

presently available, and the Company's current estimates

show that it will run out of cash in September 1984."

(Position Paper at 1). Additionally, the Position Paper

reveals,.again for the first time, that additional auster-

ity mescures would not suffice to avert bankruptcy.

"Other austarity measures and suspansion of preferred

dividends cannot solve LILCO's financial crisis, nor'can

they avert the threat of bankruptcy." (Position Paper at

47).
4

Q. How is the public interest affected by the susterity pro-

gramp

A. At December 31, 1983, LILCO had 5,947 employees. The aus-

terity program eliminated 741 LILCO positions and 245 jobs

with outside contractors. This represents a 12.5 percent

i reduction in presumably needed and necessary positions.

There can be no question tnat this action reduces LILCO's
..

ability to provide safe and adequate service. The public

interest is directly sffectad by any event that reduces

that ability.

Further, the Position Paper revealed that LILCO's
.

customers are already suffering as a result of the
.
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Company's financial problems. In LILCO's words, "The

effects of LILCO's financial crisis are presently being

suffered . by its customers, who are subject to longer. ..
.

service response times and reduced customer service under

the austerity plan." (Position Papar at 46).1/ The

grant of an exemption would only further the sdverse im-

pact on LILCO ratepayers: low power operation at an early

dato in the midst of the financial. crisis would Icad to
more nuclear expanditures and loss resources to bo spent

for customer service. This not in the public interest.

Thus, LILCO is at reduced service levels, having cut

back on current oparation and maintenanco programs in ,

order to conservo cash. Apparently, not even Shoreham was

exempted from austerity, since the Appendix to the Posi-

tion Paper shows that austerity shifted $50 million of

capital expanditures at the unit from 1984 to 1935.

Q. Is your conclusion regarding the public interast in

present low power testing affected by consideration of

7/ in addition, LILCO's counsol has state 3 "LILGO is now as-
~

suring safe and adequate servico for the short run -- not
the long haul." (June 21, 1984 letter from Gerard A.. ,

Mahar, Counsel for LILCO, to !!on. Frank G. Itobinson, Ad-
ministrativo Law Judge, NYPSC, attacncd horoto an Attach-
mont 9).

42 --
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e

what might happen if Shoreham go.es into low power testing

but fails ultimately to receive a full power license?

A. No, it is not. Our conclusion regarding near-term low

power testing versus testing at a lator date af ter dios'el
uncertainties are cleared up hinges on LILCO's current

cash situation and financing capability, its low capabili-
,

ty to deal with contingencies, and the gravo uncertainties

resulting from the Nine Mile Point No. 2 default and the

possibility that Snorcham costs will not be recovered. In

addition, however, wo believe that if Shoreham is allowed

to undergo testing and then does not recotve a full power

licon'se, the result would clearly be a public detriment

approaching, if not excoeding, $100 million.

Q. ilow do you compute the $100 million detriment from low

power testing without subsequent full power operation?

A. Beforo discussing the computation of this amount, it

should be recognized that if Shorcham does not schiavo

commercial operation, it will provide no benefit to tho

company's customors from low power testing. Llowever, if

low power testing is parmitcod an$ Shoroham does not opor-

ate commercially, a naw economic detrimont is croato1.
t

*
i
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R

The tangible economic costs resulting from low power 7,

testing, with subsequent abandonment, are ostimated to be

at least $100 million. This is composed of the following
.

elements:

1. Reduction in salvage value of the Shoreham plant, and

in the value of nuclear fuel.

2. Increased costs of decommissioning an irradiated nu-

clear facility.

.

3. Increased costs that will be incurred in handling and

storing high levol ( fuel) waste and low lovel nuclear
a

reactor system wastes.

t

4. Reduction in reclamation value of the Shoreham site, ;
I

while radioactive materials are storo:1.
|

)

5. The increased costs incurrei to parform low power

testing activities will, themselvos, have been

incurred with no benefit.

Q. 'fh a t is your understanding of the offect of low power.

testing on Shoreham's salvago value and nuclear fuel?
. ,

(
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'

,

A. The state of the nuclear power i,ndustry in the United
States is well known, with many plants having boon

abandoned, so there is some question as to whether thero !'

would be significant salvage proceeds from Shoroham rols-
,

tive to its $4.1 billion cost. However, there should be

no question that the salvage proceeds would be reduced |

once the nuclear reactor internals and piping are irradi-
i

sted.

In a3dition to the irradiation of tne nuclear reactor

internals, low powar testing would also involvo
,

irradiation of the initial nuclear fuel load. LILCO's

Office of Engineering Report indicates that "If Shoreham

receives a low power licenso and operstos before it is

abandoned, there would be no salvage value for this coco."

(p. 22 of "Shorchem Oparation versus Abandonment.") The

cost in terms o." lost nuc1 car fuel value is estimated at ,

$70 million. ,

Q. How would low powar testing affect the costs of

decommissioning Shoreham? <

f

A. At the present tima, so understand that no portion of ;

Shoreham has been irradisted., Consequently, dismantling
it ein be performed using conventional pow?r pisnt

,

.:-45-
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,

techniques. After irradiation, even at low power lovels,
,

it would be necessary to employ increased safety measures
-

!

during the plant's dismantlement, in order to control
-

:

releases of radioactive materials to the environment and

to limit worker exposure. Constant monitoring of the |

plant and workers would bacome a nacessity. In the PSC

phase-in hearings, LILCO artimated'that the total cost of

decommisioning (assuming full power operation had

occurred) would be $407 million in after-tax dollars at
th'o expiration of the plant's book life. This equates to ;

approximately $130 million in today's terms. We have no I

information as to how much of that $110 million cost is

due to the need to deal with irradiated fuel and compo- i

nones as opposed to dismantling the plant if it woro never

irradiated. Although the cost of decommissioning a plant

that has operated only at 5 percont power would be less
,

than that of a plant that had operated at full powar, we

do not know the point of the differential. Thus, the cost

Iof decommissioning Shoreham following 5 percent operation

would be some number lower than $130 million in today's f,

terms.

. .

Similsely, it is difficult at this time to estimate

tne lost value of the Shoroham site during the period in

- 46 -
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.

which radioactive materials would have to be stored there.
It is our understanding that the fodoral government repos-

itory for nuclear wastos will not be ready until late in'

the 1990's, so it is likely that the period of storage,
.

and thereby the period of lost value, is in the 15 to 20
'

year range.

Based on the proceding -- nuclear fuel loss, salvago
4

loss, decommisnioning and decontamination, and storage --

we believe the economic offect of testing without

operation could easily excoed $100 million.

Q. Plear,o sum.narizo your conclusions.

A. In our opinion, thoro is a $49 million economic Jatriment
associated with accelerating low power testing of Snoranta

by three months. In addition, the public will ba ad-

versely affected by allowing LILOO to proceed with low

power testing in the near term, so long sc LILCO's finan-

cial future in so questionable as it is at the prosent

timo. Finally, no long as thoro is serious question as to
whether Shoreham will receivo 3 full posar liconce,

rocciot of a low power liconno is not in the public inter-

ent.
.
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Attachment 1
,

i

.

Rate Proceedings in Which Testimony
was_ Submitted by Jamshed K. Madan_

,

P

Alabama

Continental Telephone of Dockat No. 17968 i-

the South - Alabama

South Central Bell Case Nos. 10875 &-

10876

Arkansas |

Southwestern Boll. Telephone *
.

Company Docket ilo. 'J3-045-U ;

Colorado [

Mountain States Telephone & Dockot tios.1400-

Telagraph Company and 1575

Public Servico Compsny Docket Nos. 1425-

of Colorado and 1525
,

Connecticut
F

Southern New England Telephone Docket :los. 770526 &-

Company 800410

Delaware

Delmarva Power and Light Company Docket No. 41-79-

Delmarva Power and Light Company Complaint Docket No.-

279-30
,

'

Delmarva Power and Light Company Dock 2t Nos. 80-29-

I

Delmarva Power and Light Company Docket flo. 31-23, '-

81-13, 01-12

. :

-1-
,

,
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Georgia

Southern Bell Tolophono Company Docket No. 3393-0-

M1ryland

Baltimore Gas and Electric-

Company Caso No. 6985

Potomac Cloctric Power Company Case No. 7348-

Chesapeako and Potomac Tolophone Case Nos. 7467-

Company and 7591

Dolmarva Power and Light Company Caso No. 7427-

flatsschusetts

Doston Edison Company DPU-906-

Minnesota

Northwostern Doll Company Docket No. P-421/-

GR00-911

Now Jornoy

Atinntic City Electric Company Docket Hon. 701-641 &-

772-113

Clizabethtown Gas Company Docket No. 727-624 ,/-

Elizabethtown Water Company Dockot No. 727-606-

Ilsekonnick Water Comp 1ny Dockot No. 744-315-

Jernay Contral Power and Light Docket Non. 743-104 &-

7610-1021

Now Jorsoy 0011 Tolophono Dockot No. 747-522,-

compsny 7512-1251,7711-113G,
802-135 and 015-456

* Public Servico Cloctric and Dock 9t Non. 714-335 &-

Gas Comp 1ny 791-310 an] 312-76

-2-
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_

,

New York
.

Long Island Lighting Company Caso Nos. 27374 &-

27375
Caso No. 27774

Now York Tolophono Compsny Caso Non. 27100 &-

27469 *

Ohio

Columbus and Southern Ohio Dockot No. 78-1439-

'Elostric Company EL-ACM

Ohio Doll Tolophono Compsny Csso No. 79-1184-

TR-AIR

Clovoland Eloctric Illuminating Csso No. 31-146-

CL-AIR

Ponnnylvanig

Doll Tolophone Company of R.I.D. 367 and 011819-

'Ponnsylvania

Motropolitan Cdison Company R.I.D. 434, 626 &-

308

Pennsylvants Electric Company R.I.D. 392, 599 &-

308

Philadelphia Cloctric Compsny R.I.D. 295, at al.-

Vermont

Now England Tolophone sni Docket No. 3306-

Tolograph Company

.

-3- .
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,

|

t -

Virgin Islands

Abramson Bus Lines-

Manassah' Bus Lines Docket No. 150-

9

Virgin Islands Telephone Docket Nos. 104, 105,-

Company 108* 126, 121, and 180

Virgin Islands Water & Power Docket No. 193--

, ~ Authority
1

>

F
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Attachment 2

Rate Proceedings in Which Michael'
- D. Dirmeier has Participated

Colorado-

Public Service Company of Colorado (1981) I&S 1525-

Mountain Ball Telephone (1982) IES 1575-

(1984) I&S 1655
-

,

Delaware

- Diamond State Telephone Company (1982) Docket No. 82-32

Maryland

Delmarva Powar & Light Company Case No. 7734-

- Baltimore Gas and Electric Company
(1977) Docket No. 7070

(1983) Dockat No. 7695

Potomac Electric Power Company (1982) Docket No. 7662-

Minnesota

- Northwestern Bell Talephone Company Docket No. P-421/
(1981) GR-80-911

'

Northwestern Bell Telepohone Company Docket No. P-421/-

(1983/4 divestiture case) GR-83-600

Mississiopi

- South Central Bell Talephone Company Docl.et No. U-4415
Accounting and Divestiture

i 4
. .

i-

I
!

-1-

.
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New Jersey
,

Atlantic City Electric Company (1982) Docket No. 822-116-

Elizabethtown Gas Company (LPGA, 1981)-

Hackensack Water Company (1980) Docket No.,804-275-

(1931) Docket No. 815-447
(1982) Docket No. 815-447

Jersey Central Power & Light Co. Docket No. 795-427-

(2 cases: 1979,1980)

Middlesex Water Company Docket No. 793-269-

(2 cases: 1979, 1980)

New Jersey Bell Telephone Co.-

(1973) Docket No. 7711-1136
(1981) Docket No. 815-158

Expensing Station Connections Various Dockets
,

New Jersey Bell Telephone Co. Docket No., -
.

(1983 divestiture case),

New Jersey Natural Gas Company (1982)- BPU Docket No. 815-459-

(Phase II)

PURPA ratemaking standards (1980)-

Rockland Electric Co. (LEAC, 1979 Docket Nos. 7911-920-

and 1980) 7611-1100

South Jersey Gas Company (3vercarnings Docket No. 308-517-

case, 1981)

Nest Keansburg Water Co. (1978) Docket No. 7710-1025-

New Mexico

Mountain States Telephone and Docket No. 877-

Telegraph Co. (1979)

.

-2- *
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New York

- Consolidated Edison _ Company (1980) Docket No. R-800-
11069.

- - Long Island Lighting Company
(1980) Rate Case Docket No. 27774
(1982/3 Shoreham Phase-In) Docket No. 28252

New York Telephone Company Docket Nos. 27469 &-

(2 cases: 1979, 1980) 27710

Ohio

Columbus and Southern Ohio Electric-

Co. (1977/8) Docket No. 77-545-
EL-AIR

(1978/9) Docket No. 78-1439-
EL-AIR

Toledo Edison Electric Co. (1979) Docket No. 79-143--

EL-AIR

Pennsylvania

- Bell of Pennsylvania RID 1819
(1982 accounting)

L
- Bell of Pennsylvania (1983) Docket R-811319

(Accounting & Divestiture)

- Duquesne Light Company (1982) Docket No. R-21945

- Metropolitan Edison and Pennsylvania Docket Nos.I-79040308
Electric Co. (2 cases: 1979, 1980) & M-79040129

|
'

Metropolitan Edison Company (1980) Docket No. R-80051196-

(1981) Docket No. R-80011601'

(1983) Docket No. R-822249

Pennsylvania Electric Company (1930) Docket No. R-80051197-

(1981) Docket No. R-800ll502
;

(1983) Docket No.,R-822250'

.

UGI-Luzerne Electric Division (1979) Docket No. R-78030572-

-3-
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. Pennsylvania Bell Telephone Co. 1982) Docket No. 811819-

'
!
'

Rhode Island

Newport Electric Company (1979) Docket No. 1410-

South Carolina

- PURPA ratemaking standard (1980)

U.S. Virgin Islands

Virgin Islands Telephone Company Docket No. 180-

(1978)

Virgin Islands Water & Power Authority-

|

:
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torg Island tagutseg Campany 03-Jet
C3Paef FleseClat gun MTE5 F27r04

Seatman yttaileut 7/1/05, Sfut'ElettlE812/M
II eill:enst

1994 1995 1996 1997 1900 1999 1990 1991 1992 1993 1994 1995 1996 1997 feet 1999 2000

eenennnnennistIE StefEWel IP. 3)*ees -- -- --- - - - -

O ameses - Elec tapet 1,473.0 2,060.3 2,438.2 2 M7.9 2,652.0 2,738.9 2,see.6 3,016.2 3,024.0 3,285.6 3,325.0 3,418.6 3,538.8 3,641.3 4,300.9 4,506.3 4,955.8 53,946.2
11 Renames - Sas sapet 356.2 3et.1 412.5 437.0 459.3 485.5 512.5 547.1 572.3 6 64.3 436.8 672.0 700.6 747.5 190.7 035.5 003.3 10,050.8

12 Feel - Elet impet M2.0 676.0 503.0 418.0 633.0 616.0 732.0 741.0 739.0 001.0 988.0 I,los.0 1,243.0 1,399.0 I,415.0 1,500.0 1,689.0 16,234.0

13 Feel - 6es aseet 214.0 246.3 258.6 274.8 290.6 300.0 326.5 346.8 366.8 3a8.8 482.2 42.9 43.1 490.9 520.4 551.6 504.7 6,479.6

It I & R - Elet aspe* 163.0 223.2 299.6 354.6 378.5 304.5 489.2 444.2 459.5 499.7 530.5 547.5 596.4 632.9 722.5 704.2 Mt.4 8,301.0

IS B 6 B - Gn sapet 40.0 50.0 35.0 60.0 64.0 67.0 71.0 75.3 79.0 04.6 09.7 95.0 100.7 IM.8 113.2 120.0 121.2 1,407.3

16 Soprec6ation input 70.3 146.3 217.5 272.8 292.0 299.2 304.6 318.0 324.3 332.0 339.2 343.3 358.4 349.1 423.2 432.9 493.1 5,309.8

17 Tae Other 16ae Income impet 243.5 298.3 350.0 195.2 418.5 Mt.0 477.5 528.4 557.4 591.2 423.2 656.2 692.0 129.1 850.5 095.5 1,M4.0 f,768.3

10
---

It Be9E OROS$ POWil 428.4 014.3 1,079.0 1,l37.2 8,041.7 I,101.0 1,072.6 f.105.3 1,069.4 I,042.6 979.0 903.4 000.8 683.0 1,12a.I 969.6 I,140.9 16,495.0

20

!! laceae tan paid 0.0 0.0 33.7 229.2 249.3 324.9 336.3 369.2 359.7 343.2 175.5 315.4 225.6 146.2 300.0 132.6 150.5 3,990.1

22 teferred faceae las Ip. 273 04.I 200.6 165.0 90.8 105.2 97.0 78.3 76.4 74.9 71.0 (25.41 125.53 127.95 (54.06 146.31 118.61 117.21 9M.9

23 8ef. lov. Tae. Credit 0.0 0.0 230.2 118.0 21.0 20.7 23.6 10.5 22.4 34.3 58.3 64.7 90.8 93.0 103.6 124.0 144.3 1,157.8

24 - - . . - -

25 total Fas Espesse 94.8 250.6 429.9 436.3 376.3 H2.6 438.2 43.7 457.9 448.5 400.4 354.6 278.5 IM.4 357.3 238.0 277.6 5,954.8

26

27 OPEBoffuE tuC8HE 344.3 533.7 650.1 76l.0 M5.4 658.4 634.4 641.6 612.4 594.1 570.6 548.s 522.3 490.6 769.5 731.6 063.3 10.540.2

29 Otter lacear sinct Flf Credits 21.9 30.2 60.4 24.1 29.4 43.4 63.7 79.I 95.4 100.6 103.8 Fl.1 45.1 39.6 42.5 43.7 40.4 948.4

29 arat input 322.5 100.1 29.3 16.3 13.1 18.2 29.7 f.4 14.6 20.8 72.1 136.7 ' 227.3 342.2 169.4 313.5 311.3 2,234.5

D
31 Incese Beiere Interest 600.7 744.0 739.0 741.4 707.9 720.0 727.8 730.8 722.4 7 31.5 743.8 756.6 794.7 500.4 908.4 1,000.0 1,223.0 13,723.1

32 Interest en til espot 249.9 239. 7 245.5 2M.0 247.2 240.0 244.2 235.2 214.0 209.8 298.3 2M.I 227.4 204.6 358.0 421.7 513.5 4.612.5

33 laterest en STO tapet 0.0 31.3 19.6 0.0 8.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 50.9

34

35 Et lutenE 438.B 473.0 474. 7 475.4 40.7 472.0 483.6 495.6 500.4 521.7 535.5 549.8 567.3 595.8 630.4 M7.8 709.5 t,059.4
4

36

37 - Pref. Davidends impet II.3 B5.5 04.7 03.2 31.2 78.9 76.5 74.2 71.1 69.6 67.3 64.9 65.1 75.8 92.0 109.4 131.9 1,400.7

32 tereings for Cassen 350.5 387.2 390.0 392.2 379.5 393.1 407.1 421.4 436.5 452.I 468.2 404.9 502.2 520.0 538.4 557.7 577.6 7,658.7

31

to - Comun lividends input 54.8 290.3 292.5 294.1 294.6 294.8 305.3 314.1 327.4 339.1 351.1 363.7 376.6 390.0 403.9 488.3 433.2 5,535.8

48 AET61sEl EaseleES 296.4 96.9 17.5 98.1 94.9 98.3 101.8 105.3 109.1 113.0 117.1 121.2 125.6 130.0 134.5 139.4 144.4 2,123.6

42

43 Trest laternt 78.2 97.6 122.0 14.0 15.0 14.7 13.3 12.0 10.7 9.2 f. 7 10.2 7.5 8.2 8.8 6.6 7.0 445.8

44

45 SEC Band Coverage Ratie 2.59 3.04 3.33 4.26 4.19 4.40 4.58 4.88 5.30 5.43 5.33 5.17 4.60 3.M 3.73 3.18 2.90 70.6

u aFIC as ! et Cassen 92.0!! 46.511 7.511 4.111 3.451 4.431 7.301 2.231 3.341 6.371 15.441 20.191 45.261 65.0ft 31.461 56.211 53.991 4.7

47 1 parest for cessen 15.441 74.971 74.991 75.001 75.001 75.001 74.991 75.011 75.001 75.011 74.991 75.001 74.981 75.001 75.011 15.001 15.001 12.7

C Betere se averate Egesty 16.001 16.001 15.501 15.001 14.001 14.001 14.Mt it.Mt 14.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 2.4

47

50 Electric Elst Sales 13.315 13,566 13,753 13,954 !!,990 I4,083 14,370 14,675 15.059 15,512 15,974 16,443 16,909 IF.382 17,065 19,350 18,839
58 Cents 7 Ke> 11.06 15.1T 17.73 19.12 18.96 19.45 20.12 20.55 20.08 20.73 20.82 20.79 20.93 20.96 24.52 24.56 26.31

32 1 Dange 37.291 14 /i31 7.941 -0.821 2.562 3.431 2.131 -2.301 3.231 0.411 -0.121 0.h! 0.151 16.991 0.141 7.121

53

54

55

56

57

58

ST

i 60 1
61

67

63

00
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6e - 1994 1995 ' ~_l*06 3 907 1900 - liet ' Isel t ut ' - tm 1993 Ivte 19e5 t*G, 1997 1990 mte 2000 #.
O ememmmee.etal C:yesteries O. 2 nam -- ---.---r- - -.-----/- % --- --..--c- /--

78 ape *ataeg eemee
'

, I,329.2 2.454.4 2,050.7 ' 3.194.1 3.117.1 3,724.7 . 3,493.e 3,550.3 3,5e6.3 3,019.9 3.tal.8 4,090.6 4,247.4 4.390.0 5,17i.4 5,345.0 5,039.1 63,997.0
72 I ,' - he ispense ' (1,007.98 f t,195.58 tl.lE21 tl,299.h tl#9.Illt,375.5148,540.71(1,646.6141,645.4145,054.11 C,023. tis 2 D7.71(2,403.21if,629.65 82, fit.~r8 s3,043.0.el#0.31 432.4241 d _<

,
'

!! ' M ~ ttw fases (243.53 '' t210.JP C30.JI 1395.21 ~ t410.9 - 144e.el"47t!! 0520.41 4557,48 1598.1t' 1623.23,6.29 1692.01 (1 3 .11 1950.51 1995.5811,694.0149,760.36 -
74 , . - Tae teprecsatsee (204.41 4416.41 1362.45 (N2.1. 1887.H 1995.18 ~ 1375.41 4390.58 (400.15 148th, ' (212.48 1223.41 8235.01, 1109.11 1270.25 1369.41 ' 8416.1845,04?.01 s

,

" 75 - - fet:31sterest isposeed 1249.91 (274.06 _ 0 65.18 C66.01 1247.21 6242.03 1244 21 .1 2 .23 (214.01 82t9.M ' t200.31 1206.01 (227.h ' (204.6s 1358.01 " t4M.FI 85t!.5s te,643.H *
,4 - Capitalared icest !sterest 170.29 ff 7.H t|12.07 114.01 I!5.H (14.D 41*1_ !!Lu # tit.71 49.28 ' (f.71 lit.fi (7.I t . (0.25 10.03 " 16.63 .' 'si.01 ta45.05.

' Fi - Capitalared ewerheets sepet 125.38 44L53 ed.21 87.0l ' 111.58 ' CS.M ' t 2.43 -it5b tit.el f.II.! Alt.H (34.01 842.*J (49.01 (54.51 st5.71 175.93 15t& 01 /,
f/8 - Set. Tar Gedagligpo lopet (40.05 1.0 7.U 2.0 2.0 - 2.0 - - 3. 0 3.0 4.0 ~ 4.0 5.0 5.0 6.6 . 7.0 0.0 9.0 10.0 32.e '/

,

19 y att it70 lated ispot 0.0 0.0 6.0 ' O.t - ~ 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 ' O.0 f 0.0 0.0
O ' a hter lasele faceae impet 19.1 27.4 53.7, p "M.6 14.5 27.9 47.5 62.0 71.7 90.0 01.0 49.0 N.5 12.1 11.0 9.2 ' t.3 625.1
85 .- -

--- 7,32.5C7 [ c ' Tasdie feceae tef ore N0L (160.06 164.5 ~ 50L1 - 509.4 751.4 707.4 , 641.9 030.6 SN.7 M3.1 SM.3 666.0 520.0 077.3 557.0 640.0 10,909.4
.

s# 03 ' - A t:tilssee 2 Gibet - s lat.* 'id Si (13.11 3.0 0.0 - 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 111.6)
- _ H ,/

O Tasdie laceme[ 0.0 0.0 573.6 723 509.4 758.4 ' '02.4 Mt.1 010.6 020.7 943.1 IM.3 666.0 520.0 077.3 557.0 H0.0 10,973.0
t. , 4:

07.0
. ,. / /

g,
- m eirr,r ,es,d . iu nu i5.1, v.u, u . u 8.e - .u- u u u u u u u u u u .

Of Tae 0 443 0.0 e ',t.0 MLt 342 271,8 345.6 359.9 307.3 302.1 377.5 433.0 300.8 306.4 239.2 403.6 256.6 294.0 5 M1.9
U' .a llet.H (2j JI it.D (23.61 flg.il (22.41 834.31 150.31 IH.78 (80.09 (93.M (103.H '1124.01 8144.38 f1,157.05dQ Less:1!C 40.05 ft.et

fl - -- - -- .

92 i M 5 Pelt 0.0 0.0 ' 32.7 23.2 249.3 324.9 336.3 369.2 359.7 342 375.5 315.4 225.6 146.2 300.0 132.6 150.5 3,090.8
93 - = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = = =
94

!95 fas e 461 mitteet R 173.68 73.0 270.0 3E2 271.1 345.6 359.9 307.3 302.1 377.5 433.0 300.1 306.4 239.2 403.6 256.6 294.0 5,055.1
96 lit nas 0 051 0.0 62.0 230. 2 294.2 230.5 293.0 305.9 329.2 324.0 320.9 360.0 323.1 Me.4 N3.3 343.0 210.1 250.4 4,359.6
97'7 -

-
_

Q IE SEstestit impet 30.6 36.1 25.2 2Lf 21.0 N.7 23.6 10.1 22.4 34.3 50.3 64.7 08.0 93.0 103.6 124.0 144.3 916.6
99 Swaildte ITC 241.2 271.0 307.9 331.5 lle.I 25.0 N.7 23.6 10.1 22.4 34.3 50.3 H.7 80.0 93.0 103.6 124.0 144.3 1,030.4

Ist Ift er4we wry.act , 0.4 0.0 234.2 180.0 21.0 20.7 23.6 10.1 22.4 34.3 50.3 H.7 00.0 13.0 103.6 124.0 144.3 1,l57.0
geg - /'

, , ,
-

102 ITC OIWillet'A
183 Selta Get ITC liet - ITC before Carrytack 12.03 (6.71 (12.31 114.03 -- 185.61 (13.33 Ilf.el (17.68 110.61 (M.li 122.28 0 4.61 (27.58 130.01 834.68 139.1182,077.61
IM Sther lacase . same%1e etter Incese 2.0 2.0 6.7 12.5 14.9 15.5 36.2 17.0 17.7 10.6 20.f 22.1 24.6 27.5 30.7 34.5 39.8
105 Seferred ITC tot f ITC Omertisaties 29.5 20.5 45.3 32.7 27.9 27.2 26.4 25.3 24.5 24.2 24.3 24.0 23.9 23.7 23.6 23.4 23.5
106 Ipretab'r declinee See to esteg reesieseg late on Dershes and haee Ihle Pt I retrofitsi
107

100

109

Ilt

lll

112

113

114

115

116

117

lit

119

820

III

122

123

124

125
*

826

127

1.'8

129

ID



.. . - - - . -. - . _ . - . . .. . . .- - . . . . . .

190

199 ' '

2et

| 3M
N2.

! 203 - 1954 ' 1985 " 1986 190F 19N 1999 1990 1998 ~ 1992 1993 194 ~ 1995 1996 '1997 1990 1999 2000
4 34 - _ --- . . . . _ . . . . . . . . -

1 205

2e. ' - sett er. ISL
1 287 trese Plast flert. WOC 1 seget 2,293.0 6,4E6 6,M.2 F.M2.3 0,015.0 0,lH.O 0,337.I 0.709.4 0,W9.3 9,006.3 9,315.5 9,523.5 9,770.310.010.712.633.512,933.314,617.9
I 2e8 esprer. Esserve femme 1100.58 49M.0Ill,104.3til,4tF.Ilfl M9.Hl2,tM.Dif,313.7182,63t.n12.955.0113,N1.0113,427.08(1,9M.3814,321.71(4,64.01f5,0M.01(5,5M.9816,0M.09~
i 189 Ospret. Speerse - steer 4.0 N.2 40.4 06.2 IM.3 110.4 N2.6 294.7 346.0 390.9 451.0 ~ 449 540.2 500.4 603.7 ' 621.0 645.0
4 210 telt laget 4,0M.5 1,307.3 1,530.3 319.9 NI.3 298.0 377.6 565.0 200.0 38.4 033.0 I,405.3 2,tM.0 3,275.0 5.065.2 3,149.0 - 3,260.6

288 Est Wurt Capet Ifst! Sitt (M.75 IOs.P! 001.01 (2.H . 14.00 f6.00 10.01 til.H (14.03 110.08 122.09 127.00 132.09 430.05 (45.H 153.01 162.01 472.01
] 21 2 Seferred Butste sapet 0.0 35.0 49.6 lu.4 2M.7 248.6 Je6.5 172.4 13.3 IM.2 70.1 42.2 . 14.2 0.0 . 0.0 0.0 0.0

213 - ~~s

214 Iglet AEKi$ 6,387.0 6,0El F *te.? 6.993.7 6,954.2 6.0M.5 6,OM.I 6,6E6 6,610.6 6,H6.0 1,015.6 7,465.4 0,140.0 9
=== = == -. --. -= -.= - - --. -.. . 154.3 9.955. 4 11,04 0 12,4 39.5215 - = = - .-- m e m.=

| 216
,

q 21F Cemeen Start I,425.2 t,W.2 1,4N.2 1,W.2 I,4N.2 1,4N.2 1,W.2 1,W.2 1,W.2 1,400.2 1,400.2 t,400.2 1,W.2 8,4N.2 1,400.2 1,400.2 1,4N.2 8,400.2
[

! 210 Ostaseed taresets M.4 052.0 979.7 1,077.2 t,875.3 . I,270.2 1,360.4 1,4M.2 I,575.5 t,604.7 t,MT.7 I,914.7 2,035.9 2,168.6 2.291.4 2.4M.I 2,25.5 2,710.0
219. ----

i aN imai Ca Res.t, 2,me 2,3n. 2,m9 2,ms.4 2,u3.5 2,7N.4 2,m6 2,m4 3,mr 3,m.9 3,N5.9 3,N2.9 3,5N. 3,wt.0 3,m.0 3,m.3 4,e53.7 4,m.2
! 221

} 222 Preferred Store 580.5 M2.8 758.4 737.0 7N.9 671. 0 651.5 631.2 ell.3 Nf.4 571.5 558.6 531.7 556.0 FN.9 056.0 1,049.7 3.270.6
.

1 223 ftant are tutt 2,N7.7 2,500.7 2,807.7 2,304.7 2,452.7 2,256.7 2.230.7 . 2,203.7 2,054.7 I,909.7 1,925.7 1,047 1,067.7 2.217.7 2,093.7 3,083.7 4,151.7 5,054.7
2N freet liability 599.0 600.0 600.0 500.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 ' O.0 0.0 (3.01 fl.a (12.01 125.33 135.61
225 hart Vere Isht (273.01 107.9 3E4 10.08 10.51 15.01 8239.n 14E23 E567.n 1737.68 ION.H 1549.51 ilN.Op f19.61 (Ell f 2.98 10.98 10.40
226 So8, ler. fases IN.6 212.7 493.3 400.3 MO.4 N3.6 950.4 f,029.9 .1,845.3 1,100.2 1,251.2 1,225.0 1,200.3 1,172.4 I,Il7.6 1,071.3 1,052.7 1,035.5;
227 Ort. ITC N.4 02.6 M.O 303.3 409.0 416.0 ett.1 4N.4 4N.5 4M.3 450.0 400.2 5M.7 506.9 652.4 125.2 014.6 999.0, -

| 220 -- - -.-

'm imE uenints 6,n7.0 6,m3 7,ms.7 6,mt 6,m? 6,0M.9 6,sM.4 6,me 6,at 6,4E2 7,0:5.7 7,465.7 0,ul.e 9,m.6 9,m.6 n,W.2 2,m.0
; 2N meer u i.e.se .4 ..H w.5 n.n n.58 w.H n.n n.n n.n ..n *.n w.o n.n u.n w.n u.n ie.n

238 -

232 INE tiet, IEtt 6 EWilf 6,317.0 6,8El 7,000.2 6,993.7 6,954.2 6,0M.5 6,OM.I 6,646 6,640.6 4,H6.0 7,005.6 7,465.6 0,160.0 9,154.3 9.955.4 II,0E012,439.5
g

233 .---..--..--=.m. . - - . - - - . - . .-.... -. m.- --.m.=
2M
235 1 Cassen 39.3FI M.4et 42.011 45.631 40.52t St.95t 55.m W.358 63.50t u. m H.191 61.451 57.011 St.Itt 47.m 43.921 te. Set
236 * Preferred 12.ht 12.001 12.00t 12.358 II.get II. Set II.Mt 18.088 11.041 11.568 10.40t 9.271 0.708 9.078 14.50t 11.371 12.I25
237 1 tomt ere Butt 6 Treet E let 42.918 45.925 42.m N.70E 40.561 00.90E M.005 N.4N 30.941 35.708 32.571 34.608 39.let 41.ht 44.718 47.041 l

V

2B ! Short fare Ostt I.791 5.691 -0.081 -0.083 -0.0N -4.351 -F.Fet -11.001 -14.768 -le.m -10.368 -3.298 -0.311 -0.221 -0.Mt -0.011 .003 (
239 10 fat 800.004 800.005 100.005 300.0e8 800.005 100.00t let.80E 100.00t lee.est No.est 100.005 100.00t les.00t 100.003 100.001 100.N! 100.001
240 *

248 titte asseurres irost lowesteset 18.5 N.2 146.4 110.5 125.3 99.7 E4 06.4 77.3 45.1 M.6 17.7 61.3 08.5 77.3 40.9 78.9
N2 titte 9 mile 2 treet levoeteset 142.8 395.4 404.6
243 tlLCS teP! Ihic Feel Ireet 6.1 - 7.9 10.0 19.0 17.0 25.2 ?!.I 15.0 16.4 10.1 13.3 6.2 0.0 0.0 0.0 0.0 0.0 ;M4 fetal litte frost lesseteent 14 0. 4 423.5 in.2 130.3 143.1 IM.9 110.8 102.2 93.9 75.2 102.9 03.9 68.3 08.5 77.3 40.9 70.9
205 Change se frost losesteset 23.8 297.7 1590.9p 82.0 Hg.25 14.0p II5.9) 80.31 (IS.73 27.7 tif.H (22.68 27.2 116. 28 823.H 30.0

,

246 Change se Treet levesteset in Cashfier 263.1 297.0 503.6 13.0 (30.33 EFI I16.01 10.28 110.71 27.7 119.01 m.68 27.2 IE29 (23.H 30.0
247 Est name7
NO

[249
l250 . Reprec. Beierwe input 8789.58 (982.H t l.095.9B il,3N.9f fl,571.H 18,010. 7182,075.H (2,337.H (2,609.H 12,III.9113,176.H l3,473.4t t 3,773.51 (4,090.H I4,490.31 (4,905. l l (5,375.H
;25I Sherstes Astrofit sapet 22.7 M.6 40.2 E4 2I.T 26.1 27.1 20.9 31.1 32.9 30.0 37.0 39.2 34.7 44.1 EF '

252 unee site astrofit impet 13.0 14.0 14.0 15 0 0,0 0.5 9.0 9.5 10.1 10.7 !!.3 12.0 12.0 13.5 14.3
253

254 Construction + Irest f. peed 133.2 666.9 370.7 200.1 255.5 217.6 271.5 183.4 242.1 371.4 713.0 790.2 1,052.6 1,349.7 1,232.3 1,302.4 1,046
,

255 Dange se Plant and CulP 506.4 352.6 05.7 94.9 199.5 - 253.8 165.5 2N. I 353.4 695.0 700.3 1,029.3 1,331.6 1,209.0 1,%4. 4 1,023.4
2% Sellare met geseg sete Plant and CBIP 08.5 10.1 150.4 160.6 30.1 ' 10.0 17.9 10.0 10.0 10.0 17.9 23.3 18.8 23.3 10.0 23.2
257 ,

E
250 Change se Be# erred Istit 55.0 fe.n 116.0 300.3 (M.H 434.11 (34.18 134. H f M. ll 134.11 (27. 9 f 20.01 Il4.n 0.0 0.0 0.0
2M Chage se Osp bye = Steer 24.2 24.2 37.0 .,2.1 - 52.1 52.2 52.8 52.1 52.I 52.8 45.9 58.3 32.2 23.3 10.5 23.2
260 Sellars est geseg into Plant and CulP 90.0 10.0 154.6 340.4 10.0 30.1 10.0 10.0 10.0 10.0 10.0 2?.3 10.0 23.3 10.1 23.2 g -

hl-
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t
. tong Isleet lighting Company 03-Jet

.

2

3 towest Fleastin RUN C'!El 6/27,94
4 SNOREMAN MHi!Outt 7/1185, SVElecullit 1/95
5~ fe sillionst
6

7

0 1994 1995 1986 1997 1998 1999 1990 1991 1992 1993 1994 1995 1996 1997 1950 1999 20ne

t seeeeeeeeneesseeslutgE Sf0ffqui ip. 3)esee --- ---

10 Sevenues - Elec inpet 1,472.6 2,057.6 2,434.3 2,673.0 2,665.5 2.751.6 2,902.8 1,027.7 3.035.5 3,227.2 3,332.1 3,420.8 1,530.6 3,642.2 4,I79.7 4,505.1 4,954.6 54,020.2
11 Devenues - Eas input ' 356.2 394.0 412.3 437.3 459.9 406.4 513.4 542.7 572.1 604.9 437.2 672.1 700.7 147.5 7*0. 7 035.5 803.2 10.054.9
12 feel - flec sapet 662.0 676.0 503.0 ' 611.0 633.0 616.0 732.0 741.0 739.0 901.0 998.0 1.100.0 1,243.0 1,399.0 1,415.0 1,500.9 1:619.0 16.234.0
13 feel - Gas impet 284.0 24.3 250.6 274.1 - 210.6 300.0 326.5 34.1 366.0 300.8 412.2 436.9 43.1 490.9 520.4 551.6 504.7 6,479.6

I4 O l N - Elec sepst 163.0 223.2 299.6 354.6 378.5 304.5 419.2 444.2 459.5 499.7 530.5 547.0 596.4 632.9 722.5 FM.2 069.4 8,303.0

IS S S N - 6es .lapet 48.0 50.0 35.0 60.0 H.0 67.0 71.0 75.3 79.I - 04.6 09.7 95.0 IM.7 IM.8 113.2 120.0 127.2 1, 47.3
f6 Seprecialise lopet 70.3 144.3 217.5 272.0 - 294.8 299.2 304.6 310.0 324.8 332.0 339.2 343.3 358.4 349.8 423-2 432.9 493.1 5.309.8
17 fas Other 16ae faceae impet 243.4 298.2 357.9 395.4 419.0 409.5 478.0 SN.9 557.9 591.7 423.5 656.3 692.0 729.1 350.5 095.5 1.0H.7 1,778.5
gg - .-

If IASE 88055 PROFil 420.1 011.6 1.075.0 1,142.4 1,054.5 1,113.8 1,084.9 I,Il4.9 1,001.0 l.054.3 906.2 904.9 900.7 401.9 1,125.6 960.4 1,I39.7 16,569.9
20

- 21 .locese ta pait 12.55 20.4 37.9 306.6 249.4 325.0 325.8 369.2 359.7 343.3 279.2 315.2 224.3 144.2 2'7.9 130.6 148.5 3,074.7.

22 telerret Incese 7as (p. 271 79.4 142.4 179.tr Ill.3 105.1 97.0 H.? 76.3 74.9 70.9 11.2 125.51 127.98 854.8) 4 4 .31 818.61 187.28 TN.7
23 9ef. Inv. Tas. Creest 7. I 185.9 200.1 17.8 21.5 20.2 23.6 18.1 22.4 34.3 58.3 64.7 M.I 93.0 s93.6 124.0 144.3 1.157.I

1 *
24 -. ._

25 Total las Espeese 94.0 278.7 425.6 435.0 376.3 442.7 430.3 463.6 457.0 440.5 400.7 354.4 277.2 182.4 355.2 236.0 275.6 5,939.2
26

27 OPfMiluS 14 CORE 344.1 532.9 649.4 707.4 678.2 671.1 644.6 453.3 624.0 605.0 577.5 550.5 523.5 499.5 770.4 732.4 964.1 10,430.7
20 Other Incese Elect Fil Creesti isps 22.8 32.4 64.8 25.8 N. I W.9 41.7 79.3 13.1 107.1 104.5 19.4 47.9 37.0 40.0 41.1 45.8 950.1

29 NBC input 322.6 100.1 29.3 14.3 13.0 10.1 29.6 9. 4 14.6 N.7 75.0 136.5 227.6 542.1 169.4 313.4 311.3 2,234.1
30

31 Incese Before Interest 600.8 745.4 742.0 749.5 719.3 730.1 137.9 741.0 732.5 741.6 753.8 766.7 799.0 070.6 979.0 1,006.1 1,228.2 13,914.9
32 folerest en LIO impet 249.9 239.7 247.3 214.8 250.6 250.1 254.3 245.3 224.8 219.9 210.4 216.9 232.I N5.2 351.6 422.3 514.1 4.712.4
33 laterest on STO impet 0.0 32.5 20.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 53.6

34

35 uit luttME 430.9 472.9 474.7 475.4 40.7 472.0 403.6 495.7 500.4 528.7 535.4 549.8 566.2 593.4 420.2 664.6 707.1 t,040. 7
36

37 - pref. Devitents input 30.3 85.8 04.7 83.2 II.2 78.9 76.5 74.2 71.1 69.4 67.3 64.9 43.9 73.4 89.6 107.0 129.6 8.340.0
35 Earnings for Cossan 350.4 387.8 390.0 392.2 379.5 393.1 407.1 421.5 436.5 452.8 460.1 404.9 502.3 520.0 538.6 557.6 577.5 7,650.7;

39 .

40 - Coseen Divitents impet $4.8 290.3 292.5 294.1 204.6 294.0 305.3 316.1 327.4 339.8 351.5 363.7 376.6 390.0 403.9 410.3 433.2 5,535.1
' 41 REIAIWS feeule65 216.5 16.8 97.5 90.8 94.9 90.3 108.8 105.4 109.8 113.0 117.0 121.2 125.7 130.0 134.7 139.3 144.3 2,?23.6

'
42

43 Trest Interest 70.2 97.6 122.0 14.0 15.0 14.7 13.3 12.0 10.7 f.2 f. 7 10.2 7.8 8.2 8.8 4.6 7.0 445.8.

44

43 SEE tant Coverage patte 2.59 3.03 3.30 4.16 4.66 4.35 4.45 4.73 5.11 5.23 5.14 4.98 4.58 3.64 3.13 3.30 2.99 69.0
46 Net as t of Casemi 92.031 46.531 7.511 4.161 3.431 4.601 7.271 2.231 3.341 6.351 15.341 20.211 45.311 45.791 31.451 56.201 53.981 4.7
47 1 payest for consen 15.431 74.191 74.991 74.981 75.001 14.991 75.001 75.001 75.011 75.011 15.001 75.011 74.991 75.001 75.001 75.081 75.011 12.2
40 Reters en everage fquity 16.001 16.001 15.501 15.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 14.H1 14.001 14.001 14.001 I4.001 14.001 2. 4
49

50 Electric sent Sales 13.315 13.546 13,753 13,954 13,990 14,083 14,370 14,675 15,059 15.512 15,974 16,443 16,999 17,302 IT,N5 18,350 18,839
i Si tents 7 feb ll.N 15.17 17.70 19.16 19.05 19.54 20,20 20.63 20.16 20.80 20.N 20.30 20.93 28.95 24.52 24.55 26.30

1 52 I Chaste 37.141 16.701 8.221 -0.541 2.551 3.391 2.131 -2.301 3.211 0.261 -0.291 0.411 0.131 17.001 0.141 7.121
53

| 54 Ret present false of Revenues - Elec 1,472.6 1,029.0 1,923.4 1,877.3 1,664.1 1,526.9 f,431.9 f,327.5 1,103.1 1,l10.0 1,026.1 936.2 NI.0 707.7 042.0 769.9 757.6
55 Casolative set present Valee 1,472.6 3,301.6 5,225.0 7,102.3 0,766.410,291.3 II,725.213,052.714.235.515.353.816.379.917.316.1 18,177.1 10,964.819,006.B 20,576.7 28,329.3

| 56

| 57

4 58

! 51

60i

63

64



_ - _ . - -- _ _ _ - . - _ _

65

h
67

1944 1995 I46 1987 1900 - 1909 1999 1991 1992 1993 19'4 1995 1996 1997 1990 1999 2000.
60

- - - - - -

69 -----

1,828.8 2,458.6 2,044.6 3,lle.3 3.125.4 3,238.0 3,416.2 3,570.4 3,600.4 3,832.1 3,HT.3 4,092.2 4,247.3 4.389.7 5,170.4 5,340.6 5,837.8 64.075.170 eessesessessesseeetAl COneg1A110s IP. 27) esse
~ ~. -

2.403.2142,629.6182,771.11(3,643.01(3,200.38 132,424)
18,007.0111,195.51 t 1,1t6.23 (1,299.7) t t ,359.19 8 8,375.5111,548. 7t II,6%.68 t l 645. 4 t t i,854. Il t2,020. 4182,107.78FI Oper ating peveave

73 - Other fares
(243.41 (290.25 4357.98 1395.46 I419.08 I449.*J 1478.06 (520.98 1557.98 (591.75 1623.51 1656.31 (692.01 4729.11 1950.58 (895.55 tl.004.7189,771.5112 - 064 fspense .

74 - f as Depretaaties input (90.49 1776.43 I409.41 84N.Il 8407.95 (405.18 (190.48 f390.51 4400.18 1810.81 1422.4 4223.41 e235.01 tiet.41 (270.21 1169.41 1486.1115,047.01

75 - fetal Interest Espeesed
I249.99 (272.51 1268.11 (274.18 (250.66 (258.18 (254 38 1245.38 (224.18 1219.91 1210.41 1216.91 (232.86 1205.21 8351.61 t422.31 1584.1114,766.21

76 Capitalized frost laterest Q.t 178.28 117.46 (122.01 (14.08 (15.08 (14.7) (13.38 132.06 110.71 19.7) 19.78 (10.25 17.88 10 ,25 88.8) 46.61 87.01 1445.01

17 - Capitalized Overheats inpet 125.46 143.56 (12.21 19.01 Ill.51 110.96 (12.41 19.5) til.Il 110.18 130.75 E 34.0) 142.51 149.01 454.51 865.23 475.98 (516.11

78 - 6dd fan teductions input 440.01 1.0 1.0 2.0 2.0 2.0 3.0 3.0 4. 0 4.0 5.0 5.0 6.0 7.0 0.0 9.0 10.0 32.0

79 e Net itF0 laterest input 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 W.0 0.0

to e Other issdie laceae input 19.2 27.4 53.7 11.6 13.3 25.3 45.5 61.4 76.3 10.6 04.4 57.2 23.3 9.5 f.2 6.4 6.8 619.3
-- -

82 Tanable incese before IIOL 25.7 296.3 534.7 703.6 509.6 751.5 759.6 842.0 830.7 020.9 733.6 325.9 u3,3 515.7 872.9 553.4 636.5 10.955.9
el

83 -met Utilared & Otiset II5.61 0.0 0.C 0.0 0.0 0.0 0.0 0.0 0.0 0.0 6.0 0.0 0.0 0.0 0.0 0.0 0.0 (15.61
- --

85 Tandle laceae it.l 296.3 534.7 703.6 509.6 751.5 759.6 M2.0 830.7 020.9 733.6 825.9 u3.3 515.7 472.9 353.4 636.5 10,940.3
94

87 ROL Carryformare 13.6 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0,0 0.0 0. 006

et f ae e 461 4.1 136.3 246.0 323.7 271.2 345.7 349.4 307.3 30 2.1 377.4 137.5 379.9 305.8 237.2 401.5 254.6 292.8 5,032.5
98

to lessiliC (1.11 til5.ft 1200.11 817.11 121.89 (20.71 123.6) (10.11 122.46 (34.31 158.31 164.78 100.01
193.01 (103.68 1124.01 1844.38 I,157.08

- - - -

- - - - - -

92 16IES Pall (2.56 20.4 37.9 306.6 249.4 325.0 325.0 369.2 359.7 343.3 279.2 315.2 224.3 144.2 297.9 130.6 I40.5 3,874.7
11

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
== . = = = . .

93

95 Tan 0 461 sitbest NOL 11.8 136.3 246.0 323.7 771.2 345.7 349.4 387.3 382.1 377.4 337.5 379.9 305.1 237.2 401.5 254.6 292.5 5,039.794

% ITC lies e 851 0.0 115.9 209.1 275.1 230.5 293.5 297.0 329.2 324.0 321.0 206.5 322.9 259.0 201.6 348.3 216.4 240.9 4,273.7

99 lic EEutRAfte impet 30.7 36.0 23.2 17.1 21.8 20.7 23.6 ff.I 22.4 34.3 50.3 64.7 80.8 93.0 103.6 124.0 184.3 916.6
97

99 Available lit 241.2 271.9 300.0 208.1 17.1 21.8 20.7 23.6 18.1 22.4 34.3 58.3 64,7 88.8 93.0 103.6 124.0 144.3 l 607.5'

ISO IIC tefore Carry 6act 7.1 115.9 200.1 17.1 21.8 20.7 23.6 18.8 22.4 34.3 50.3 64.7 00.8 13.0 103.6 124.0 144.3 1,t57.0

101

102 ITC ARGAIII4!!ON .

(10.31 (14.!! (14.88 (15.4) fle.38 (17.01 117.61 III.61 (20.11 122.21 124.61 (27.51 130.81 134.41
(39.19 82.ht.On

103 telta Def ITC net - ITC before Carrytact (5.01

104 Other locose - Tasa6te Other Incese 2.9 5.0 10.4 14.2 14.0 15.6 14.2 16.9 17.6 10.5 20.1 22.2 24.6 27.5 30.8 34.5 39.0

105 Deferred ITC Not 1 ITC Asertisation 30.9 40.1 38.3 20.3 27.6 * 24.5 26.0 25.0 24.2 23.9 23.9 23.6 23.5 23.4 23.3 23.4 23.4
,

'

fpretably declinee des to esing reesining life on Shershas and Nine #sle Pt 2 retref atalIM
107

800

1 109

lit

lit

112

113

| Il4
115

1

} 116

117

III

lit
.

| 120

121

122
'

123

124

125

126
'

111 (
i ?.

_ _
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194 .

199

.200

' 201

202

203 1904 1985 1986 1907- 1900 1999 .1990 1991 1192 1993 1994 1995 1996 1997 1990 1999 2000

204 --- - - - - - ----~ - - - ~ ---- - - - ~

205

206 eneseeneessee.eelstaut! 9eff f IP.151sesenenenne
207 Gross Plant tincl. AFK) espot 2,217. 9 6,456.7 6,506.3 1.042.4 0,015.0 0,164.9 0,332.8 0,709.3 0,B''t.1 1,006.2 9,315.3 9.523.3 f,770 1 10,010.6 12,633. 4 12,931.2 14,617. 7
200 Deprec. Deserve (seel 1700.55 (126. 0118,144. 3911,417.1 ) ( 1,709.9) (2,009. 8 ) l2,313. 7) t 2,438. 7) (2,t35. Il t 3.207.f i t 3,627. e l t ! 170. 3144,321. 7) t 4,670. 01 :5,094.0815.526.96 t 6,020.01

209 Seprec. Geserve - other 0.0 24.2 40.4 06.2 130.3 190.4 242.6 294.7 34.0 390.1 451.0 497.0 540.2 500.4 603.0 621.0 645.1

210 C0!P loput 4,000.7 1,347.3 1,530.3 319.9 241.3 291.0 377.5 165.0 200 0 34.3 032.7 1,405.1 2.179.9 3,278.0 1,065.2 3,129.0 3,260.6
211 met Work Capst IEsci $lel 174.M t00.01 101.01 42.05 f4.00 16.00 (0.01 (11.06 114.01 tit.01 122.06 f 27 0) 132.03 (30.08 145,08 153.03 (62.01 472.01

282 Seferre4 Orbits esput 0. 0 55.0 49.6 lu.4 274.0 240.6 206.5 172.4 130.3 104.2 70.1 42.2 14.2 0.0 0.0 0.0 0.0
213 - - - - - - -

214 TOTE 055fil 6,310.1 6,036.2 7,ht.3 6,993.0 4,954.3 4,870.6 6,034.0 6,696.5 6,610.4 6.645.0 7,015.1 7,45.3 0,160.7 t,154.2 f.955.411.095.912,439.4
215 .=.u. o.un u.n= . . . = = = = = . ==.a u.== = . . - . en..a = = = . .=. . . = = = . - = . . = = = . a. ==. . . . = . .

fis
217 Cosson Stock I,425.2 1.400.2 1,400.2 1,400.2 1.400.2 1,400.2 1.400.2 1.400.2 1.400.2 1,400.2 1.400.2 1,400.2 f.400.2 f 400.2 1,400.2 I,400.2 l.400.2 1.400.2
216 Setaiset fareings 506.4 002.9 179.7 f,077.2 1,175.3 1,210.2 1,360.5 1,470.3 1,575.7 1,604.0 1,717.0 1,914.0 2,034.0 2,161.7 2,291.7 2.426.3 2,565.7 2,710.0
219 - - - - - - -

220 Total Cosmos Egeity 2,011.6 2,371.1 2.M7.9 2,565.4 2.M3.5 2,750.4 2,056.7 2,950.5 3,063.9 3,173.0 3.206.0 3,403.0 3,524.2 3,649.9 3,779.9 3,914.5 4,053.9 4,190.2
221

222 Preferres Stock 000.1 762.1 751.4 737.0 720.9 694.0 674.1 654.2 634.3 614.4 594.5 574.6 554.7 557.0 729.9 057.0 I,051.7 1,271.6
,

223 Lost Tere Be6t 2,207.7 2,100.7 2,007.7 2,337.7 2,547.7 2,340.7 2,322.7 2,295.7 2,1 4 .7 2,061.7 2,017.7 1,900.7 1,959.7 2,223.7 2,099.7 3,409.7 4,156.7 5,061.7
! 2;4 frost tie 6elity 599.0 600.0 600.0 500.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 13.0) 11.71 412.01 825.31 f 30.61

4 225 Short lere tett (273.0) 106.7 370.0 (0.33 10.43 10.9) (239.21 1426.01 (570.31 1740.21 1940.81 1657.11 1296.3) (10.01 11!.31 12.2) 10.33 (6.08
'

226 Sef. Inc. fases 120.6 200.0 350.4 530.0 641.3 746.4 043.4 932.3 1,000.6 1,083.5 1,854.4 I,225.6 1,200.8 1,172.2 1,117.4 1,071.1 1,052.5 1,035.3
227 Sef. ITC 05.4 09.6 200.5 390.3 401.2 400.2 413.3 420.6 421.7 426.5 442.2 4M 4 522.9 579.1 644.6 717.4 006.0 182.0
22g .

221 TOIE LietlLITIES 6,3it.1 6,036.7 7,060,1 6,994.2 6,954.0 6,871.0 4,034.5 6,696.9 6,610.9 6,644.0 7,085.2 7,465.3 0,160.9 f 154.5 t,955.5 II 096.012,439.4
130 Other Listilities 1.0) 10.51 (0.61 10.43 (0.5) (0.41 to.5) (0.41 10.58 10.21 (0.18 .8 (0.28 10.31 (0.11 f t.Il .0
23I

232 10TE LIAS, OEli & teUlff 6,310.1 4,036.2 7,060.3 6,993.0 6,954.3 6,870.4 6,034.0 4,696.5 6,610.4 4.615.0 7,915.1 7,45.3 0,160.7 f,l54.2 f 955.411,095.912,439.4'

233 ano. . nu un.n ... ....a ...........=u ..n. u. n.nu ==u. ===. .onu ..un. ===. wo.

234

235 i Coosse 39.301 39.261 41.701 44.751 47.561 50.MI $3.971 50.101 62.201 65.001 64.101 61.371 56.941 51.131 47.931 43.091 40.011
236 1 Pref erred l!.ht 11.151 12.011 12.111 18.97E 12.011 11.931 12.041 12.041 11.771 10.021 9.661 0.701 f.071 10.501 II.391 12.121
237 I long Tere Sett & frost 4 .191 42.761 46.211 43.141 40.491 41.371 41.001 40.761 40.421 39.961 37. 4 1 34.131 34.651 39.201 41.518 44.731 47.001
230 t Short lere Be6t 1.771 6.031 .001 -0.011 -0.021 -4.261 -7.7t! -10.901 -14.671 -16.011 -12.301 -5.161 -0.291 -0.!!! -0.031 .Mt -0.011

239 10fE 100.001 100.001 100.001 100.M1 100.001 100.001 100.001 100.001 IM.001 100.001 100.001 100.001 100.001 100.001 100.001 100.001 100.001'

240

241 LILCD gesources irost leiestseet II.5 20.2 IM.6 118.5 125.3 19.7 96.4 06.4 77.3 65.1 09.6 77.7 61.3 08.5 77.3 40.9 78.9

242 t!LCO 9 ilite 2 frest investseet I42.0 395.4 604.6
243 LILCO ur2 nue Feel Trust 6.1 7.9 10.0 19.0 17.0 25.2 21.7 15.0 16.4 10.1 13.3 6.2 0. 0 0.0 0. 0 0.0 0.0
244 fetal Litto Trost levesteent 160.4 423.5 721.2 130.3 143 ! 124.9 lit.1 102.2 93.9 15.2 102.9 03.9 61.3 80.5 12.3 40.9 78.9 i,

245 Change ne frost levestseet 263.1 297.7 1590.9) 12.0 110.28 (6.01 115.91 (0.31 (10.71 27.7 (19.06 122.61 27.2 (16.21 (23.48 30.0

24 Change in Trust lavestment in Cashfles 263.1 297.0 503.6 13.0 (10.33 16.71 (16.01 (0.21 tit.71 27.7 (19.01 122.68 27.2 (16.29 (23.48 30.0

247 Not same?

140

249

250 0,prec. Geserve inpet ITM.51 1902. 6) ( I ,095. 91 t 1,330.9) ( 1,571. 61 14,810. 7) (2,071.1 ) (2,337.0) (2,609.01 t 2,000.9) (3,176. 0113,473. 3) t 3,773. 5) (4,090. 4114,490. 2114,905.19 85,374. 98

25l Shorehae tetrofit input 22.7 44.6 40.2 M. 4 21.7 26.1 27.1 25.9 31.1 32.9 30.0 37.0 39.2 34.7 44.1 46.7

252 time Nile getrofit espot 13.0 14.0 14.0 15.0 0.0 0.5 f.0 9.5 10.1 10.7 11.3 12.0 12.0 13.5 14.3

! 253
! 254 Construction * Trust Espeed 758.3 M5.9 370.7 200.1 255.5 217.6 271.8 103.4 242.1 311.4 713.0 790.2 I,052.6 1,349.7 1,232.3 1,502.4 1,046.6
i

255 Chaale se Plant and CelP 505.C 352.6 45.7 14.0 199.6 252.9 165.5 224.0 353.4 495.5 700.4 1,029.6 1,331.6 1,209.0 1,564.4 1,023.3
256 Dollars set geset into Plant and CelP 90.5 10.8 154.4 160.7 10.0 10.2 17.9 10.1 10.0 10.3 17.0 23.0 10.1 23.3 10.0 23.3
237

) 230 Change in Oeterret edit 35.0 16.21 16.0 100.4 434.28 (34.15 434.11 434.88 134.11 (34.18 (27.98 (20.01 (14.26 0. 0 0.0 0.0
259 Cnnte in Dee Res - Other 24.2 24.2 37.0 52.1 52.1 52.2 52.1 52.1 52.1 52.1 46.0 51.2 32.2 23.4 10.0 23.3
260 Dollars not geset into Plant and CelP 90.0 10.0 154.6 160.5 17.9 10.1 10.0 10.0 10.0 10.0 10.1 23.2 10.0 23.4 10.0 23.3
261 1

- _ - - _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - _ -
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tant Islead tige. ling Coepaav 103-Jet
Ci*FMV FinAnCl3 8U4 84ff 8 6/27/84

SadletMAR OPlufl9eAL 80/1/85, $YECIE0Bl2[8 3/85

18 tillsonsi

1984 1995 1996 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

eeeeeeeeeeeeeeeeeelsCBE STAT (fEGI (P. 31**** - - - - ---- - - - - - - - - - - - - --- -----

le llevenues - Elec input 1,472.6 1,891.5 2,473.5 2,700.0 2,692.4 2,U5.7 2.928.4 3,050.6 3,057.8 3.248.9 3,333.4 3,441.2 3,558.9 3,u2.0 4,397.4 4,522.6 4,971.2 54,206.4
13 arvenues - las impet 356.2 193.6 412.5 437.0 459.5 486.0 512.9 542.2 572.4 604.4 434.7 671.6 700.3 747.1 790.3 8 35.1 882.910,0e8.7

12 Feel - Elec input H2.0 M6.0 583.8 615.0 636.0 616.0 734.0 741.0 739.0 891.0 900.0 1,108.0 I,243.0 1,399.0 1,415.6 I,500.0 1,619.0 16.293.0

13 Feel - Sas input 214.0 286.3 258.6 274.1 290.6 308.0 326.5 34.1 366.8 308.8 412.2 436.9 463.I 490.9 520.4 551.6 584.7 6,479.6

14 8 6 A - Elet tapet 163.0 207.1 299.6 354.6 371.5 384.5 419.2 444.2 459.8 499.7 530.5 547.8 596.4 632.9 727.5 104.2 869.4 0,206.9

15 0 t n - Sas inent 48.0 50.0 55.8 60.0 64.0 67.0 78.0 75.3 79.8 84.6 89.7 15.0 100.7 IN.8 113.2 120.0 127.2 1,407.3

16 Sepreciation input 70.3 113.6 227.3 20.6 217.6 303.9 309.3 322.7 328.8 336.8 344.0 348.0 356.1 353.8 427.8 437.5 497.7 5,347.8

17 fas 8ther thee Income input 243.4 276.1 359.4 34.8 420.1 450.5 479.0 529.8 558.8 592.5 624.3 657.1 692.8 721.8 858.2 896.2 1,005.3 t,763.1

gg
...

It BASE On955 Pn8F11 428.1 H6.3 1,108.1 1.164.9 1,072.1 1,131.8 1,102.3 1,133.7 I,017.2 1,H9.9 1,001.4 920.0 815.1 695.9 f.137.6 900.2 1,150.8 16,677.4

20
. 148.2 301.0 133.6 151.3 3,815.6

28 locose tas paid 12.5l 5.8 37.3 223.0 251.2 327.7 328.5 371.9 362.4 34.0 201.9 319.7 228.5

22 Beferret incoor fan (p. 279 79.4 160.6 181.8 til.l IN.7 98.4 10.5 U.9 76.5 12.6 73.0 (25.33 127.61 (54.41 (45.71 (17.81 (16.31 943.6

23 tel. Inv. fas. Credit 7.1 32.6 211.3 102.3 21.8 20.7 13.6 18.1 22.4 34.3 58.3 64.7 80.8 93.0 103.6 124.0 144.3 1.162.9

. 24
- - - - - - - - - - - -

25 Total fas Espense 84.0 199.0 430.4 438.4 379.7 447.1 442.6 467.9 461.3 452.9 413.2 359.1 291.7 106.8 358.9 239.8 279.3 5,922.1
,

26

27 Orf Hilu6 lutonE 344.1 467.3 677.7 728.5 692.4 604.8 659.7 665.8 635.9 617.0 508.2 560.9 533.4 509.1 778.7 740.4 871.5 10,755.3

20 Other lacase (Incl Fli Crediti impe 22.1 31.3 62.0 25.3 28.7 41.4 62.9 80.1 96.3 110.1 108.2 83.6 51.0 38.7 42.0 43.5 48.5 975. 7

29 NBC input 322.6 263.3 29.4 16.2 13.0 18.8 "t.5 f.3 14.6 28.6 71.5 136.4 226.9 341.1 169.1 312.9 110.8 2,313.3

30

31 Income Bef ore laterest 688.8 761.9 769.1 770.0 134.1 744.3 752.1 755.2 74.8 755.7 767.9 700.9 811.3 set.t 199.8 1,096.8 1,230.8 14.044.3

32 Interest on LTD input 249.9 239.7 260.1 214.7 272.3 270.0 2M.2 257.2 236.0 231.0 230.3 228.8 24: 2 294.0 360.2 430.6 522.3 4,887.3

33 Interest on ITB intet 0.0 49.3 34.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 83.6

34

35 NET INC8HE 438.9 472.9 474.7 475.3 41.8 474.3 485.1 498.0 510.8 523.9 537.6 552.8 568.8 594.1 629.6 64.2 700.5 9,073.4

36

37 - Pref. Dividends inpet b8.3 85.8 84.7 83.2 82.3 81.2 78.T 76.5 74.2 11.9 69.6 67.3 65.8 74.9 98.0 l08.4 130.9 1,414.9

38 Earnings for Coeson 350.6 347.1 390.0 392.1 379.5 393.1 407.0 421.5 436.6 452.0 40.0 484.0 502.3 520.0 538.6 557.8 5H.6 7,658.5

ht
40 - Coseon 0 vitends input 54.1 290.3 292.5 294.1 204.6 294.8 305.3 316.1 327.4 339.1 351.1 363.7 376.6 390.8 403.9 418.3 433.2 5,535.1

el #EI614E0 EARelNES 296.5 96.8 97.5 98.0 94.9 98.3 101.7 105.4 109.2 117.9 116.9 121.1 125.7 130.0 134.7 139.5 144.4 2,123.4

42

43 frost Interest 78.2 97.9 123.5 14.9 16.0 15.0 14.6 13.5 12.3 11.0 11.7 12.4 10.3 11.0 11.9 10.1 10.8 475.9

44

45 SEC Bont Coverage patie 2.59 2.74 3.17 3.95 3.92 4.22 4.31 4.57 4.92 5.02 4.93 4.78 4.35 3.56 3.66 1.06 2.85 66.6

46 NBC as 1 of Coseon 92.011 68.021 7.541 4.131 3.431 4.611 7.251 2.211 3.341 6.331 15.281 28.131 45.171 65.601 31.401 56.101 53.811 4.9

47 I payout for conson 15.431 15.001 75.001 75.0!! 75.001 75.001 75.011 75.001 14.991 75.021 75.021 75.021 74.981 75.001 74.991 75.001 15.011 12.2

48 8etern on Average Egetty 16.001 16.001 15.501 15.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 14.001 2. 4

49

50 Electric SuH Sales 13,315 13,566 13,753 13,954 13,990 14,083 14,370 14,675 ' 15,059 15,512 15,974 16,443 16,999 17,382 17,865 18,350 18,839
'

51 Cents i Neh II.M 13.95 17.99 19.48 19.25 19.75 20.38 20.79 - 20,31 20.14 20.99 20.93 21.05 11.07 24.61 24.65 26.39

52 1 Change 26.091 20.971 7.901 -0.831 2.411 3.391 2.011 -2.321 3.151 0.231 -0.311 0.571 0.101 16.841 0.131 7.071

53

54 Ret Present Value of Revenues - Elec I,472.6 f,681.6 1.954.4 1,901.9 1,680.9 1,540.3 1,444.5 1,137.6 1,191.8 1,125.5 1,032.7 142.0 865.9 192.0 845.4 772.9 755.1

55 Coselative het Present Valse 1,472.6 3.154.2 5,188.6 7.010.5 8,691.3 10,231.7 11,676.1 13,013.7 14,205.5 15,331.0 16,363.7 11,305.7 18,171.6 18,963.6 19,809.0 20,581.9 21,337.0
56

57

58

59

60

61 ;

62

63

64
A9



. _ - _ _ _ - _ ._ _

_

66 .i

67

60

69 1904 1995 1996 1997 1998 1999 ' 1990 ' 1991 . 1997 1993 1994 1995 ' 1996 1997 1990 1999 2000

- - - - . - - - - - - - - - - - . - - - - - . -

70 eseessessessesseesiel COPPUT ATION (P. 2; lease ------ - - - - - - - - - - - - - - - - - - -
- - - - - . - - - - - - - - - - -

1,828.9 2,285.4 2,006.0 3,145.0 3,151.9 3.261.7 3,441.3 3,592.s 3,630.2 - 3,053.3 3,t90.1 4,112.s 4.M7.2 4,'409.1 5,167.7 5,357.7 5,854.164,255.1
FI - Operatseg Revenue

11,087.0181,279. 4148,196.2) (1,103. 7 t t i ,362. ll t i ,375.51 (I ,55). 7 ) ( 8,606.6) (I ,645. 4111.854. l i t2,020. 4112,187. 78 t 2,403. 25 t2,629. 6162,771.1113,943.8) t 3,200. 33 432,4671
12 - 064 Espease

13 - Other Iases
(243.41 (276. l| (359.41 1316.99 (420.ll 1450.51 (479.01 1529.01 (550.01 (592.59 (624.36 (657.19 (692.89 (729.St (05t.2t (094.2i f f,045.3t if,761.13

74 - f as fepreciattee impet (98.48 (279.78 (415.21 (433.18 (492.11. 1909.28 f 002.58 43'4.33 1811.9) 6414.51 (426.11 (223.48 (235.01 1899.4) - (279.21 (369.41 (416.11(1,008.55

15 ' - istal laterest fipeeseo (249.9) (209.0) 1294.49 (294.71 4272.33 (270.41 1264.21 8257.21. (236.0) 1231.81 8230.31 - 1228.81 1243.21 1794.06 1360.26 1830.61 8522.3114,970.9)

76 - Capitalared trust lateres sapet 171.21 (17.'l (123.58 114.15 (16.01 415.07 (14.61 113.51 812.31 (II.00 til.11 (12.43 (10.38 (11.08 fil.fi (10.11 fle.sl f 475.9)

77 - Capitatired Overheads inest (25.41 (30.51 112.23 (1.01 til.51 ' tit.fi (12.41 19.51 til.01 (18.11 130.71 434.09 (42.59 tet.0) 854.58 165.28 175.11 t!!I.fi

78 - Ada, is: Drauctions input (40.09 1.0 1.0 2.0 2.0 2.0 3.0 3.0 4.0 4.0 5.0 5.0 6.0 7.0 B. O t.0 10.0 32.0

79 e Net TEFR Interest input 0. 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0

C2 * Other landle incese input 19.2 27.7 54.3 12.4 13.7 25.7 46.5 63.0 78.5 98.4 07.9 ' 61.2 26.2 11.1 11.0 8. 7 f.3 687.8
. . - - . . . . ~ . - - - -

II

82 landle income before NOL 25.7 B3.5 540.4 707.2 593.5 157.5 765.4 047.9 336.5 826.7 739.5 835.6 672.4 524.4 079.6 560.1 642.7 10,830.6

13 -NDL iftilared l 0f f set 115.71 0.0 0.0 0.0 0.0 0.0 0.0 0.0 - 0.0 0.0 0. 0 0.0 0. 0 0.0 0.0 0.0 0.0 (15.71

--

94

85 fandle latese 10.0 B3.5 540.4 707.2 593.5 757.5 765.4 847.9 836.5 826.7 739.5 8 35.4 672.4 524.4 879.6 560.1 642.7 10.822.9

86

17 NOL Carryforeard 15.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0

C3

09 fan 0 443 4.6 30.4 240.6 325.3 273.0 346.4 352.1 390.0 304.8 380.3 340.2 304.4 309.3 241.2 404.6 257.6 295.6 4,970.3

to lessilfC 17. Il 132.63 1211.31 1802.31 (21.8) (20.7) (23.61 110.87 122.4) 834.3) 150.31 164.7) (80.01 893.01 (103.61 (t24.el (144.37 tl.162.fi
- - . . - -

92 f6Iff PAlf 12.5) 5.8 37.3 223.0 251.2 327.7 320.5 371.9 362.4 346.0 291.9 319.7 229.5 140.2 301.0 133.6 151.3 3,915.693

=== = = = = = = = = = = = = = = = = = ======.=========mme ==== = = = = = = = = = = = = = =
13

94

95 fan 0 461 sithout NK 11.0 30.4 240.6 325.3 273.0 340.4 352.1 390.0 384.8 300.3 340.2 384.4 309.3 241.2 404.6 257.6 295.6 4,905.0

16 ITC Nas e B51 0.0 32.6 21I.3 276.5 232.1 296.2 299.3 3J1.5 327.1 323.2 289.1 326J 262.9 205.0 343.9 219.0 251.3 4,227.7

10 lic SfNEnfE9 input 30.7 el.I 23.2 17.1 28.8 20.7 2J.6 18.1 22.4 34.3 50.3 64.7 St.I 13.0 103.6 124.0 144.3 921.797

99 Available lit 241.2 271.9 305.9 296.5 102.3 21.0 20.7 23.6 19.1 22.4 34.3 50.3 64.7 80.0 13.0 103.6 124.0 144.3 1,706.2

100 ITC 9efore Carrytack 7.1 32.6 211.3 102.3 21.0 20.7 23.6 10.1 22.4 34.3 58.3 64.7 00.8 13.0 103.6 124.0 144.3 1,162.9

tot
102 liC MORillAfl0N
803 Betta lef ITC Net - IIC before Carrytact 13.61 17.71 112.83 415.06 115.71 116.56 (17.21 117.01 (18.78 120.38 (22.43 124.71 (27.7) 831.06 134.8) 839.28 t2,083.26

104 Othee income - faiable Other lacose 2.9 3.6 7.7 12.9 15.0 15.7 16.0 17.1 17.0 10.7 20.3 22.4 24.8 27.6 31.0 34.8 39.2

105 Seterred ITC Net / ITC Asertiration 30.9 32.9 48.8 31.9 27.9 27.0 26.3 25.2 24.5 24.2 24.1 23.1 23.1 23.7 23.4 23.4 23.5

106 tprobably declines doe to esing reeansing life on Shorehas and llane Ilsle Pt 2 retrofital

107

ID
109

110

lli

It?
113

114

115

|16
117

119

lit

120

128

122

123

124

i 115

126

127 ]n129

129

| Itn ,



F 'e n

.133'
'

134

. 135 1994 1995 1996 1987 1900 1999 - 1990 -1991 1992 1993 1994 1995 1996 1991 1998 1999 2We

136 - ~ ~ ---- --- ---- - - - - - - - - - - -

137 essesseensommCA96 Flou Sf6fEDl? IP. llisessene
130 Construction input 663.6 545.0 173.0 , 196.4 242.4 235.0 277.6 199.4 250.7 309.9 495.6 016.1 1,07F.8 1,320. t 1,259.2 f,617.0 1,829.4 II,779.3

L 139 frost Estend. injet to.7 269.4 199.5 5.5 14.0 817.2) 5.4 814.5) is.61 (16.13 29.7 (16.0) 123.11 31.3 124.21 f 32.41 20.6 513.4

ID NBC (327.6) (263.31 tit.4) (16.29 113.08 (18.15 129.51 (9.3) - 184.66 (28.61 171.51 1836.41 (226.98 1341.11 (169.18 (312.1) 8310.9)(2,313.31
let teti tetsading impet 107.0 93.0 53.0 24.0 444.0 26.0 27.0 149.0 85.0 44.0 29.0 29.'s 44.0 42.0 20.0 45.0 25.0 1,706.0
142 Preferred telending input 30.0 10.6 13.6 16.9 19.9 19.9 19.9 19.9 19.9 19.9 19.9 19.9 19.9 19.9 16.1 16.1 16.1 326.5

143 ---- ---- ~ - - - - - -

144 TOYE FilutS M90!K0 5 76. 7 654.7 400.7 226.6 707.3 245.6 '00.4 344.5 333.1 400.3 692.7 712.6 991.! l.072.2 1,102.0 1,333.6 t,500.3 11,591.9,

143 ==== naa. ===. =.ua .=i== ==== =.nu . = = = ===. n . u= ==.== ==== = = = . . .n= ===.. an.= =an.

146 luTERut Fules P90VIMO
147 set laccee 438.9 472.9 474.7 475.3 41.8 474.3 495.9 498.0 510.8 523.9 531.6 552.I 560.1 594.9 429.6 666.2 708.5 t,073.4
13 - 0:endends (142.41 8376.l3 1377.28 (317.31 8366.91 4376.0) (384.23 1312.61 1941.61 1411.03 (420.71 (431.08 ie42.41 144.9) (494.fi 4526.71 4564. Il f 6,950.01
149 - NDC 1322.61 (263.31 129.41 814.2) 183.01 (10.18 429.53 19.3) tit.61 828.61 171.5) 1136.43 1226.fi 1341.Il (169.19 1312.9) 4310.8)(2,313.31
ISO Bopreciaties 70.3 113.6 222.3 277.4 297.6 303.9 309.3 322.7 328.8 336.8 344.0 340.0 356.1 353.5 427.8 437.5 497.7 5,347.8
151 Deferred III met impet 79.4 160.6 181.8 113.1 14.7 98.6 10.5 77.9 4.5 72.6 73.0 (25.31 127.61 454.49 145.71 117.8) tie.3) 943.6

132 8elerred liC liet impet 4.2 29.0 293.6 09.5 6. 8 5.0 7.1 0.9 4. 6 15.6 30.0 42.3 56.1 65.3 72.6 09.2 105.1 834.9

153 - uarting Capitel input 5.3 1.0 179.01 2.0 2.0 2.0 3.0 3.0 4.0 4.0 5. 0 5.0 6.0 F.0 8. 0 9.0 10.0 82.78

154 - ~ ~ - - - - - - - - - -

135 Total Internal Feeds $33.1 137.7 596.8 564.0 495.6 499.7 402.1 500.6 508.5 513.3 505.4 354.7 299.4 160.6 - 428.3 344.5 430.1 6,933.7
156

157 EITERet FUNOS PROVIMO

150 mee long fore es4t . enput 0. 0 0.0 536.0 163.0 191.0 0.0 0. 0 0.0 0.0 0.0 00 0.0 281.0 716.0 527.0 792.0 921.0 4,133.0
159 frost liability 1.0 0.0 (100.01 (500.8) 0.0 0.0 0.0 0.0 0.0 0. 0 0. 0 0.0 13.01 1.3 til.Il (12.58 (11.3) 8637.68
160 Preferred Stoc6 tapet 0.0 0.0 0.0 0.0 21.0 0.0 0. 0 0.0 0.0 0.0 0. 0 0.0 16.0 191.0 144.0 209.0 236.0 Ol F.0
161 Comese Stoc6 impet 43.0 0.0 0.0 0.0 0. 0 0. 0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0 0.0 0.0 0.0 63.0
162 Short Tere Se6t impet 379.7 517.1 (624.01 10.33 0.4 1243.3) tit 2.H 8156.21 (174.51 1105.11 107.1 357.9 308.5 3.3 13.9 e.6 0.5 272.9
163

164 Total feternal Fonds 443.7 511.1 (100.01 ' JM.31 212.4 (243.31 tif2.h 1856.2) (174.51 (195.11 101.1 357.9 602.5 911.6 673.8 999 I I,150.2 4.640.3
165

166 10f4 FUuS5 P90VIMO 576.8 654.8 400.8 226.7 707.4 24.4 209.4 344.4 334.0 400.2 692.5 712.6 091.9 1,072.2 1,102.1 IJ,33.6 1,5tn.3 II,502.0
167

'==== ==aw = = = = ==.= n == . .unu ..... ==nu n= = . ===. = = = . .unu . = = = ..-.= = = = . u n.= .u.a.

168

let I liet Intereal Cash 39.031 40.I81 415.611 417.981 215.781 225.751 194.321 263.321 215.041 142.001 12.301 52.131 34.011 16.401 39.291 26.401 28.321 73.251
Ito
171

172

173

174

115

176

177

178

179

1R0

lli

II2
183

IO4

185

196

IBF

13
189

190

191

192

l'3
194

its 11

196
,,,

_ _ _ _ _



les
.

_ _ _ _ _ -

191

2M
241

202

203 1994 1995 Itte 1907 1900 1999 1990 1991 1992 1993 1994 1995 1996 1997 1990 1999 2000

gg ....
- . . . . - .. -

205

206 es seesessessessestataaCE SMEfi 4.151onesereesessee
207 Gross Plant flect. Af 8C) entut 2,291.9 4,598.9 6,728.5 7,904.6 t,150.0 0,307.G I,474.3 8,851.3 t,041.1 f,228.1 T,457. 2 9,u3. 2 9,919. 9 10,160. 4 12,773. 0 13.072. 7 14,756. 5
200 Deprec. Reser,e (seel 17H.58 4094. l H i ,I l 6. 4 H 1,394.0 H I ,691. 61 t l ,995.5 H 2,304. pH 2,627. 5) t 2,956. 3 H 3,293. I H 3,637. l H 3,995. I H 4,341. 2184,695. el 5,122. 8 H 5,56e. 3H 6,050. 01

209 Deprec. peser,e - other 0. 0 24.2 48.5 06.4 130.5 190.6 242.7 294.0 346.9 399.1 451.2 497.2 540.4 500.6 603.9 4 21.5 645.8

210 Cu!P impet 4,000.7 I,313.6 I,537.5 320.8 251.3 302.9 309.0 179.7 215.5 303.4 851.7 1,425.0 2,202.5 3.295.4 1,094.6 3.162.1 3,305.1

2|| net sort Capit (Escl STB) (14. 7) - (80.05 (01.0) E2.09 H.01 (6.06 18.9) 111.0) (14.0) 118.0) (22.06 127.01 132.0) 138.08 (45.0) 153.01 162.01 (12.01

212 leterree Dehts input 0. 0 55.8 49.6 14.5 274.8 240.7 206.6 172.4 138.3 104.2 10.1 47.2 14.2 0.0 0. 0 0.0 0.0

7;3 ... . . . -. .... . . . ..... - - . .

2:4 TOTAL A55(15 6,318.1 7.017.4 7,245.7 7.168.3 7,125.0 7,037.7 6.997.6 4,854.7 6,747.5 6,799.7 7,1u.1 7,613. 3 C,305. 9 f,296. 4 10,095. 7 11,234. 3 12,576.1'

213 = = = = = = = = = = = = = = = = *a=== = == = ana* a***= *============a==* ===a5 " * " * = *aan * *=== * a an

216

217 Coenen Stock I,425.2 1.400.2 1,408.2 1,000.2 1,400.2 1,488.2 1,400.2 I,400.2 1,488.2 1,400.2 1,400.2 1,488.2 1,400.2 1,480.2 1,400.2 1,408.2 1,408.2 1,488.2
210 Petneed farnings 586.4 002.9 979.7 1,077.2 1,175.2 1,270.1 I,360.3 1,470.1 I,575.4 1,684.6 1,797.5 1,114.5 2,035.6 2,161.3 2,291.3 2,426.0 2,565.4 2,709.I
211 - - - - - - -

---~ ~

220 Total Coesoe Egelty 2,011.6 2,311.4 2,467.9 2,565.4 2,83.4 2,758.3 2,056.5 2,950.3 3,N3.6 3,172.8 3,205.7 3,402.7 3,523.8 3,649.5 3,779.5 3,914.2 4,053.6 4,190.0
221

222 Preferred Stock 800.I 762.1 751.4 737.I 120.9 722.0 702.1 682.2 H2.3 642.4 622.5 602.6 502.7 578.0 749.9 871.0 1,070.7 I,290.6

223 tong fers Dett 2,291.7 2,100.7 2,007.7 2,570.7 2,709.7 2,456.7 2,430.7 2,403.7 2,254.7 2,169.7 2,125.7 2,096.7 2,067.7 2,304.7 2.978.7 3,485.7 4,232.7 5,834.7
224 frost teattlity 599.0 600.0 600.0 500.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 13.08 11.7) 112.81 125.3, f 38.61

25 Short fere lett 1273.0) IM.7 623.8 (0.21 (0.56 10.11 8243.4) 1436.Il (592.3) 17 8 .8) t071.91 1604.0) 1326.9) (11.4) (15.18 11.21 (0.43 f t. Il

226 Def. lac. Is,es 128.6 208.0 368.6 550.4 H3.5 770.2 868.5 959.3 1,037.2 1,113.7 1,196.3 1,251.3 1,234.0 1,2%. 4 1,152.0 1,1N.3 1,000.5 1,072.2'

227 Def. ITC 05.4 09.6 118.6 322.2 411.7 418.5 423.5 430.6 431.5 436.1 451.7 499.7 532.0 500.1 653.4 726.0 015.2 920.3

228 . . . . . . . . . . . . . . .......

221 TOTAL LIABillilES 6,381.2 7,018.0 7,246.3 7.168.7 7,125.6 7,030.2 4,998.0 6,857.0 6,767.9 6,000.0 7,lu.2 7,613.3 8,306.1 1,294.7 10.096.0 11,234.8 12,577.1i

230 Other tsati, es (0.11 10.61 10.61 (0.41 10.6) 40.5) (0.41 (0.3) (0.41 10.3) 80.11 .0 (0.3s 80.38 10.31 10.58 (0. 4 )

231
- - - - - - - - - - - - -

212 TOTAL LIAS, O(Di n 19UITY 4,318.1 7,017.4 7,245.7 7,168.3 7,125.0 7,037.7 6,997.6 6,856.7 6,767.5 6,799.7 7,1H.8 7,613. 3 f,305. 8 9,296. 4 10,095. 7 11,234. 3 12,576. 7
233 = = = = = = * = = = = =* *a ==* ==== **=========*a ===* *="""aa' '"an a a"* =a"' = = * = ""*"* """*

234

235 1 Coseon 39.381 37.791 40.251 43.711 46.461 49.711 52.751 56.861 60.001 63.651 62.811 60.261 56.051 50.451 47.371 43.441 39.661
236 1 Pref erred 12.H1 11.511 11.581 11.531 12.161 12.221 12.161 12.291 12.311 12.N1 II.121 9.111 0.991 10.0!! 10.621 11.471 12.191

237 1 Long Tere Debt 6 Trust 46.191 41.151 40.181 44.471 41.381 42.301 42.061 41.041 41.581 41.181 38.701 35.361 35.351 39.741 42.031 45.091 40.151
238 I Short Tere De6t 1.771 9.551 .001 -0.011 .001 -4.241 -7.781 -10.991 -14.691 -16.891 -12.641 -5.591 -0.201 -0.201 -0.011 -0.011 .001

239 IOTAL 100.001 100.001 100.001 100.001 100.001 100.001 100.001 100.001 10r.001 100.001 100.001 100.001 100.001 100.001 100.001 100.001 100.001

230

241 llLCO Resources Trust lavesteent II.5 20.2 106.6 110.5 125.3 99.7 H.4 06.4 77.3 65.1 89.6 77.7 el.3 08.5 72.3 48.9 78.9

242 LitCO 9 pste 2 fruit lavesteest 142.5 395.4 604.6

243 LitC0 imp 2 Iluc Feel Trust 6.1 7.9 10.0 19.8 17.8 25.2 21.7 15.8 16.6 10.1 13.3 6.2 0.0 0.0 0. 0 0.0 0. 0

244 Total titCO frost lavesteent 160.4 423.5 721.2 130.3 143.1 !24.9 118.1 102.2 13.9 75.2 102.9 83.9 61.3 80.5 72.3 40.9 71.9

245 Change in Trust Investeent 263.1 297.7 (590.9) 12.0 (18.21 (6.89 (15.1) 48.31 (18.79 27.7 (19.0) 122.61 27.2 116.26 (23.4) 30.0

246 Change in fruit Investeent in Cashilos 269.4 299.5 505.5 14.0 (17.25 5. 4 114.51 16.61 (16.9) 27.7 (16.0) f 20.16 30.0 413.11 (11.9) 33.9

247 Ilot sase?

240

249

250 Deprec. Reserve input 1790.56 (869.9 H i ,067.9 H l .307. 6 H i ,553. l i t t ,004. f M 2,N2. l H 2,332. 7 H 2,609. 4 H 2,894. e l t 3,195. 9 H 3,487. fi t 3,792. e H e ,114. 41 t t ,518. t H 4,938. 5 H5,412.1)

251 Shorehas Retrofit input 22.7 44.6 40.2 46.4 21.7 26.1 27.1 25.9 31.1 32.9 30.0 31.0 31.2 34. 7 44.1 46.7

M2 hoe Itale Retrofit input 13.0 14.0 14.0 15.0 8.0 8.5 9.0 9.5 10.1 10.7 II.3 12.0 12.8 13.5 14.3

253
254 Construction * Trust Espeed 154.3 014.4 371.5 201.1 256.4 217.0 283.0 184.9 243.6 373.0 715.3 800.8 I,054.7 I,351.4 1,235.0 I,585.4 I,950.0
255 Change in Plant and CWIP 733.9 353.5 47.4 95.9 200.6 254.2 164.9 225.6 354.9 497.4 782.1 I,031.4 1,333.4 1,211.8 1,547.2 1,826.0

,

256 Sollars not going into Plant and C0!P 90.5 19.0 154.5 IH.5 17.2 28.B 18.0 18.0 IO.I IT.T 18.0 23.3 18.0 23.2 10.2 23.2
257

250 Change na Deferred Debt 55.8 (6.21 116.9 100.3 134.11 134.19 (34.2) (34.18 134.13 834.11 (27.96 (28.8) (14.26 0. 0 0. 0 0. 0

239 Chnge in Dep pes - Other 24.2 24.3 37.9 52.1 52.1 52.1 52.1 52.8 52.2 52.1 46.0 51.2 32.2 23.3 17.9 23.3
I 260 Dollars not going into Plant and CulP 90.0 18.1 154.8 160.4 10.0 18.0 17.9 18.0 18.1 18.0 18.1 23.2 10.0 23.3 17.9 23.3

261 |1
_ _ - . _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
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'

199

200

208

202

203

204 -

205 1994 1985 1996 1982 1998 1999 1999 1991 1992 1993 1994 1995 1996 1997 1990 1999 2000 0

206 essessessessesseestatMrE SNtif :P.15:eeesse -----e - - - - - - - - - - - - - . - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - ---- - - - - - - - - - - -

207 Gross Plant tiecl. AFK) saput 0. 0 1142.28 (142.21 1142.25 1142.26 1142.11 4142.2) (142.01 (142.01 1141.91 (14 8.fi (141.98 1841.01 1841.0) (139.49 (139.51 (130.06 0.0
200 Sepret. 8eserve essel 0. 0 832.78 127.99 (D.Il (10.3) ell.6) 10.91 14.2) 0.5 5.3 10.1 14.0 19.5 24.2 20.0 33.4 30.0 0.0

209 Seprec. Reserve - other 0.0 0.0 10.11 10.23 10.21 10.21 f t. Il to.Il 10.11 10.7) (0.21 10.28 (0.21 10.28 (0.11 f.01 1.01 0.0

210 Cu!P anput 0. 0 (6.31 (1.21 (0.9) (10.01 til.it 112.33 (13.9) (45.51 ' 117.l} 819.01 (20.78 (22.61 124.41 129.41 132.33 136.51 0.0

Ill liet Work Capit IEsci Sfoi 874.7) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0. 0 0.0 0.0 0.0 0.0 0. 0

212 teferred Setits input 0. 0 0.0 0.0 (0.15 0. 0 80. lt (0.I1 0.0 0. 0 0.0 0. 0 0.0 0.0 0. 0 0.0 0.0 0. 0 0.0

213 . . . . .. . . . . . . . . . . ...... . . . . . . . . . . . . . . . . . . . .

214 TOTAL ASSEi$ 0.0 1101.21 (177.4) 1874.51 (170.71 I167.13 (163.61 1168.21 (157.11 (153.91 (131.08 (140.9) (145.11 (142.21 1840.31 1830.41 1137.3) 0.0

215 ==a= = == = u n a. nane ==== a.au .an a aan. ==== = = = = = ==== a==a a=== a=== eu an awas eneae a===

216

247 Coeson Stock I,425.2 0.0 0.0 0.0 0.0 0. 0 0.0 0. 0 0.0 0.0 0.0 0. 0 c.0 0.0 0.0 0. 0 0.0 0. 0 0.0

210 Retained f armings 506.4 f.05 (.0) 1. 0) 0.1 0.1 0. 2 0.3 0. 3 0. 8 0.2 0.3 0.4 0. 4 0.4 0. 4 0.2 0.2 0.0

211 . . . . . . . . . . . . .......

220 Total Coemon feesty 2,081.6 f.08 f.01 f.01 0.1 0.1 0.2 0. 3 0. 3 0.1 0.2 0.3 0. 4 0.4 0.4 0. 4 0. 2 0.2 0.0

221

222 Preferred Stoct 900.1 0.0 0.0 0. 0 0. 0 (20.01 (20.8) (20.01 (20.0) (20.09 (20.0) (20.01 (20.9) 121.08 (20.01 870.0) lit.01 (19.01 0.0

223 Long Tere Debt 2,207.7 0.0 0.0 (233.06 1142.01 (100.01 1100.9) (100.01 (100.0) (100.01 1100.01 (100.99 (100.88 101.01 179.0) 876.06 176.01 (73.01 0.0

224 frost listility 5??.0 0. 0 0. 0 0. 0 0.0 0.0 0.0 J.0 0.0 0. 0 0.0 0. 0 0.0 0. 0 0.0 0. 0 0.0 0. 0 0.0
225 Short Tere tett I??3.01 0. 0 1245.01 (0.18 0.1 (0.01 4.2 9.3 14.0 10.6 23.1 27.7 30.6 (0.41 (0.7) fl.01 0. 3 (0.75 0.0
226 Def. Inc. Tases 120.6 0.0 fle.fi (20.41 122.21 (23.01 (25.41 (27.01 (20.61 130.28 131.ti 133.71 (33.9) (34.21 (34.68 135.26 136.0) 836.11 0. 0

227 lief. liC 05.4 0.0 01.9 16.1 (10.5) (10.31 (10.7) (10.01 19.8) (9.68 19.51 19.31 19.11 11.01 (0.8) 10.61 (0.48 (0.31 0.0
220 - . ... . . . . .

229 TOTAL tlA0ftlilES f.01 1101.38 (177.45 (114.58 (170.01 1867.2) (163.48 flH.Il (157.11 fl54.fi (151.01 1840.01 (145.21 1142.2) (140.41 (130.9) (137.73 0.0

230 Other Lia6slaties .0 0.1 .0 f.01 0.1 0.1 10.21 te.Il 4.01 0.2 1.01 0 0. 8 .0 0.1 0.5 0. 4 0. 0

231 - - - - - - - - - - - - - - - - - - - - -

232 TOTAL LIAS, GEIT 4 foulif' O. 0 1831.21 (177.41 1874.51 IIF0.71 1867.11 (163.61 (160.78 1857.11 (153.91 1151.0) (140.9) (145.11 (142.21 (140.11 1130.41 (137.31 0.0

233 111. 0 ==== = == = ==== === === a=na anua === === ama = = = * = = = a== **a= an- === na=

134

235 i Coseon .001 1.4 71 1.531 1.041 1.101 1.171 1.221 1.321 1.401 1 421 1.201 1.111 0.901 0.681 0.561 0.451 0.351 0.001

236 1 Preferred .001 0.451 0.441 0.201 -0.201 -0.211 -0.231 -0.251 -0.271 -0.301 -0.311 -0. l ?1 -0.141 -0.121 -0.091 -0.0 71 0.001

237 1 tong Tere Debt & Trost .001 1.601 -l.171 -1.331 -0.091 -0.931 -0.901 -1.001 -l.161 -1.221 -1.251 -1.231 -0.701 -0.541 -0.431 -0. 361 -0.271 0.001

230 1 Stort fore Dett .001 -3.531 .001 .001 -0.011 -0.021 -0.011 0.011 0.031 0.001 0.261 0.431 -0.011 -0.011 -0.011 .001 -0.011 0.001

239 TOTAL 0.001 0.001 .001 .001 0.001 .001 0.001 0.001 0.001 .001 .001 0.001 .001 .001 .001 .001 .001 0.001

240

248 tlLCO Desources frust lavesteent 0. 0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0 0. 0 0.0 0.0 0.0

242 titCO t Nile 2 Trest investeent 0.0 0.0 0.0 0.0 0.0 0. 0 0. 0 0.0 0. 0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0 0. 0 '0.0
243 titCO INIP2 Iluc Fuel Trust 0. 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0

244 total Litto frust investeent 0. 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0. 0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0

245 Change in Trust lavesteent 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0

246 Change in Trust Investeent in Casti 6. 0 (6.31 (0.71 11.9) (1.01 11.11 (12.11 11.5) fl.61 (1.01 (2.01 (2.21 (2.55 12.0) 13.11 13.51 (3.91 0.0

247

23||

249

250 Deprec. Reserve input 0. 0 (32. 7) (20.06 123.38 til.5) (13.01 (9.01 (4.3) 0. 4 5. I t.t 14.6 19.3 24.0 26.7 33.4 30.0 0.0

251 56erehas lietrofit input 0. 0 0.0 0. 0 0.0 0.0 0. 0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0

252 Nine lisle Betrofit input 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0 0.0 0. 0 0. 0 0. 0 0.0 0. 0 0.0 0.0 0.0

253
254 Construction * Trust Espend 0.0 1140.59 (0.01 ti.9) (0.91 (0.21 111.91 ft.51 f t.59 ft.61 (I.51 f t.fi (2.11 ti.71 12.76 13.01 (3.48 0.0
255 Change se Plant and ChlP 0.0 (140.5) t 0.91 (1.7) 41.11 (1.0) 18.31 ti.4) ti.61 11.58 11.91 fl.78 11.09 11.0) f 2.01 f 2.01 13.51 0. 0

256 Collars not going into Plant and C 0. 0 f.01 0.1 10.1) 0.2 0.0 (10.6) (0.19 0.1 (0.11 0. 4 10.7) (0.31 0.1 0.1 (0.2) 0.1 0.0
257

25J Change in Deferred gebit 0. 0 0.0 0.0 (0.16 0.1 10.1) 0.0 0.1 0. 0 0.0 0. 0 0.0 0. 0 0.0 0. 0 0.0 0.0 0.0
259 Chage in opp Res - Other 0. 0 0.0 (0.11 (0.18 0.0 0.0 0.1 0.0 0.0 10.19 0. 0 0. 0 f.01 .0 0.1 0.1 .0 0.0
260 Dollars not going sete Plant and C 0.0 0.0 (0.13 (0.2l 0.1 (0.Il 0.1 0.1 0. 0 10.11 0. 0 0.0 f.0) .0 0.1 0.1 .6 0.0
261

h
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(DNPAgf fit 44(!J DJit 36ff 5 6127.R4
3 (, t_s(6 .g. (Setiete Ortuflotal 10/1/85, SYeD*De!!!I 3G .y (, .

J7 e- 37. 2(8 eillicast ;, i -

t y e e M - - C,. - } $n , '7.7
1944 1985 1996 1987 1990 1909 1990 1991 1992 1993 1994 1995 l'96 1997 1998 1999 2040

----- - - - - - - --- - - - - - - - - - - - - - - - - - - - - - - - - -- - - - - - - - - - - - -
eseeeeeeeeeeeeeeeel#COME 5f6TEMEN! !P. 31***e - - - - - - j.,------

10 Revenues - Elec input 1,472.VT,862.J 2.473.5 2,708.0 2,692.4 2,775.7 2,925.4 3,050.6 3.057.8 3,248.9 3,353.4 3,441.2 3,558.9 3,u2.0 4,397.4 4,522.6 4,971.2 54,177.3
Il lleveaves - Eas input 156.2M.6 412.5 437.0 459.5 486.0 512.9 542.2 572.4 604.4 6%.7 471.6 700.3 747.1 790.3 835.1 882.9 10,448.7

12 feel - Elec caput M2.0 726.0 583.0 615.0 6%.0 616.0 734.0 741.0 739.0 801.0 998.0 1,100.0 1,243.0 1,399.0 1,415.0 1,588.0 1,619.0 16,293.0

13 fuel - Sas input 214.0 258.6 274.1 290.6 308.0 326.5 346.I 34.0 388.8 412.2 4 %.9 43.1 490.9 520.4 551.6 584.7 6,479.6

14 0 6 8 - Elec inr.t 163.0 171.2 799.6 354.6 311.5 384.5 419.2 444.2 459.8 499.7 530.5 547.8 54.4 432.9 TH.5 794.2 869.4 t,259.0

15 . 01 N - Gas enget 48.0 .6 55.0 60.0 64.0 67.0 71.0 75.3 71.0 94.6 89.7 15.0 100.7 IM.8 113.2 120.0 127.2 1,407.3

16 Sepreciation intet 70.3 222.3 277.6 297.6 303.9 301.3 322.7 328.0 3%.0 344.0 340.0 356.1 353.0 427.0 437.5 497.7 5.347.8

17 las Other than Income impet 243.4 274.9 359.4 396.0 420.1 450.5 479.4 529.8 558.8 592.5 624.3 657.8 692.8 729.8 851.2 9 4 .2 1,005.3 9,761.9~

ig ... . . . . . .. . . . . . . . . ..-.. ......

20

~H&.3 1,108.1 1,lM.9 1,072.1 1,131.8 1,102.3 I,133.7 1,097.2 1,069.9 1,001.4 920.0 815.1 695.9 I,137.6 900.2 1,150.8 16,677.4
19 BASE GROSS P90Fil 428.1

1 %,1 - J 'e 1 1 *'' l. % .: 6 %l.1-

21 Income tan paid 12.5l 5.8 37.3 223.0 251.2 327.7 328.5 371.9 362.4 346.0 281.9 319.7 228.5 148.2 301.0 133.6 151.3 3,815.6

22 Beferred faceae Tax (p. 271 79.4 160.6 III.8 113.1 IM.7 98.6 90.5 77.9 76.5 72.6 73.0 125.3i 127.66 154.41 145.71 117.8) 116. 3 t 143.6

23 lef, Inv. Tas. Credit 7.1 32.6 213.3 102.3 21.8 20.7 23.8 10.1 22.4 34.3 58.3 64.7 84.s 13.0 103.6 124.0 I44.3 1,162.9

74 .. . . . . . . . . . . - . . -.. ......

25 total fan Espense 94.0 199.0 430.4 438.4 379.7 447.1 442.6 47.9 461.3 452.9 413.2 359.1 281.7 186.8 358.9 239.8 279.3 5,9n.1

26

27 OPfuilll6 INCOIEE 344.1 47.3 677.7 128.5 692.4 604.0 659.7 H5.8 635.9 617.0 588.2 560.9 533.4 509.I 178.7 740.4 871.5 10,755.2

28 Other locose discl Fli trediti sepe 22.1 38.3 42.0 25.3 28.7 41.4 62.9 00.1 16.3 110.1 108.2 83.6 51.0 38.7 42.0 43.5 48.5 1 75. 7

29 ef0C input 322.6 263.3 29.4 16.2 13.0 18.1 29.5 9.3 14.6 28.6 11.5 1%.4 226.9 341.1 169.I 312.9 310.8 2,313.3

30

31 lacose tefore interest 680.8 761.9 769.1 710.0 734.4 744.3 752.1 755.2 74.0 755.7 767.9 780.9 811.3 800.9 989.8 I,096.8 I,230.8 14,044.2

32 laterest en 110 input 249.9 239.7 260.I 294.7 272.3 270.0 2H.2 257.2 236.0 231.5 230.3 228.9 243.2 294.0 360.2 430.6 522.3 4,887.3

33 faterest on SIO input 0.0 49.3 34.3 0.0 J.0 0.0 0. 0 0.0 0.0 0. 0 0. 0 0.0 0. 0 0.0 0. 0 0.0 0.0 83.6

34

35 IIE7 lutonE 438.9 472.9 474.7 4 75.3 461.0 474.3 405.9 490.0 510.8 523.9 537.6 552.1 560.1 514.9 629.4 6u.2 700.5 9,073.3

36

37 - Pref. lividends input 50.3 05.8 04.7 83.2 82.3 II.2 78.9 76.5 74.2 11.9 69.6 67.3 65.8 14.9 91.0 108.4 130.9 1,414.9

38 Earnings for Ceeson 350.6 387.1 390.0 392.I 379.5 393.1 407.0 421.5 44.6 452.0 468.0 484.8 502.3 520.0 538.6 557.9 577.6 7,658.4

313

1 0 - Coseon Dividends input 54.1 290.3 292.5 294.8 284.6 294.8 305.3 316.1 327.4 339.1 351.1 363.7 376.6 310.0 403.9 418.3 433.2 5.535.1

41 IIEfellEl EAteln65 294.5 16.8 17.5 99.4 94.9 18.3 101.7 105.4 109.2 112.9 116.9 128.1 125.7 130.0 134.7 139.5 144.4 2.123.3

42

43 frost laterest 79.2 17.9 123.5 14.9 16.0 15 I 14.6 13.5 12.3 II.0 11.7 12.4 10.3 II.0 11.9 10.1 10.8 475.9

44

43 SIC Bond Coverage Ratie 2.59 2.74 3.17 3.95 3.12 4.22 4.31 4.57 4.92 5.02 4.93 4.78 4.35 3.56 3. H 3.06 2.85 u.6

46 AFK as t of Coseon 92.0!! 68.021 7.541 4.111 3.431 4.611 7.251 2.211 3.341 6.311 15.291 29.131 45.171 65.601 31.401 56.101 53.811 4. 9

47 1 payout for coseon 15.431 75Et 15.001 75.011 75.001 75.001 75.011 75.001 74.991 75.021 75.021 75.021 14.901 75.001 74.991 75.001 75.011 12.2

4tl Refere on everage Egent7 16. 16.001) 15.501 15.001 14.001 14.001 I4.001 I4.001 14.001 I4.001 14.001 14.001 14.001 14.00! 14.001 14.001 14.001 2.4

49 O e L L.
50 Electric 6dN Sales 13,315 13,5M 13,753 13,954 13,990 14,083 14,370 14,675 15,059 15,512 !$,974 16,443 16,909 17,382 17,865 19,350 18,839
51 Cents 7 teh 18.06 13.73 17.?? 19.41 19.25 19.71 20.30 20.79 20.31 20.94 20.99 20.93 21.05 21.07 24.61 24.65 26.39

52 I Change 24.151 30.991 7.901 -0.831 2.411 3.3?! 2.011 -2.321 3.151 0.231 -0.311 0.571 0.101 16.041 0.131 7.071

53
Ret Present value e Revenues - Elec I,472.6 1,655.7 1,954.4 I,901.9 1,680.9 I,540.3 1,444.5 1,337.6 I,191.8 1,125.5 1,032.7 947.0 865.9 792.0 845.4 772.9 755.1r54

55 Coeulative Net Present Value 1,472.6 3,128. 3 5,002. 7 6,994.6 3,uS.5 10,205.6 11,650.3 12,987.9 14,179. 6 15,305.2 16,337.8 17,279.0 18,145. 7 18,937. 7 19,783.1 20,556.0 21,311.1

56

57 6ATA FR0ll 7/1/75,1/85 RUN

50 Revenues - Electric 1,472.6 2,057.6 2,434.3 2,677 0 2,85.5 2,751.6 2,902.8 3,027.7 3,035.5 3,227.2 3,332.8 3,420.1 3,538.6 3,642.2 4,379.7 4,505.8 4,954.6 54,020.2
59 NPV Elec Revenues 1,472.6 1,829.0 1,123.4 1,877.3 1,M4.1 1,526.9 1,431.9 1,327.5 1,183.1 I,118.0 1,026.1 92.2 861.0 787.7 ' 042.0 169.9 152.6

60 Cueel NPT Elec Aevenues 1,472.6 3,301.6 5,225.0 7,102.3 0,7 8 .4 10,293.3 11,725.2 13,052.7 14,235.0 15,353.0 16.379.9 17,316.1 18,177.1 10,964.0 19,006.8 20,576.7 21,329.3

el 9

18.2 ]62 OlFF(ENCE IN fueul NrV 0.0 173.2 142.3 117.7 100.9 87.5 74.9 64.9 56.2 48.6 42.1 36.3 31.4 27.1 23.7 20.7

63

,
- 79 /64
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70 esseeeeeeeeeees.eems LO*titsf D (P. 21senes - - - . - - - - -~~ ----- --- - - - - - - . - - - - - . - - - - - - - - - - - . ---- ----- - - ~ ~ - - - - - - - - - - - - - -

11 Oper ats et teveave I,8't.8 2,256.3 2,946.0 3.145.0 3.151.9 3.!68.7 3.Cl.3 3.592.0 3.634.2 3 853.3 3.990.l . 4.112.8 4,267.2 4.409.1 5.187.7 5.357.7 5.854.1 64.226.03

72 ' - D&q (spense I I .C 1.08 tl,201.58 t l.196. 28 t l .'' 3. H il.22. li t t.175.5Hl .550. H il:666.d f l .645. 41 t l .854. ll l2.0?o. 4 H 2.187. 7H 2.4e3.21 2.6't. 6 H 2.178. Il t 3.043.8 H 3,200. 31 4!.4391
73 - Cher f ases (243.41 1274.98 1359.41 1396.88 14 NI. li 1450.56 1879.03 - (529.88 1558.81 (192.51 16?4.35 1657.16 1692.86 (129.8e t~ l.18 tI94.2Hl.005.39 49.761.9) -
74 - f ar Depreciateos tapet (10.49 1279.7) 8415.26 I433. D 1992.11 4409.D ( 2 2.51 1394.31 1911.91 1414.51 14'6.16 f 223.46 1235.65 (199.46 1279.21 4369.4) ill6.IH5.908.51
15 - fetal interest Espessed 1249.96 t209.06 4294.41 1794.7) (272.3) 1270.01 (264.21 ' (257.7) (2%.01 1238.91 1230.31 1228.81 f 243.21 1294.01 (160.21 e430 nl 1522.3844.970.98
76 - Capitalered frost lateres tapet 178.23 197.9) 1123.56 114.9) Il6.St 115.88 (14.68 ' 163.51 132.31 til.01 til.H f t2.41 110.3) t il.01 tit.H tie Il IIG.88 1875.98
?? - Capitalered 8.erheats sapet 125.4 r 158.56 112.25 19.08 111.58 110.9) (12.41 19.5) 111.81 118.11 f 30.71 (34.01 (42.51 H9.01 (54.51 165.21 475.98 153!.11
70 - 644. fas Seductions taput f 40.81 1.0 1.0 2.0 2.0 2.0 3.0 3.0 4. 0 4.0 . 5. 0 5.0 6. 0 7.0 8.0 9.0 ~ 10.0 32.0
19 e het Ilft Interest lapst 0. 0 0.0 0. 0 0.0 0. 0 0.0 0. 0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0 0. 0 0.0 0. 0 0.0
O e Other Tanante locose input 19.2 27.7 54.3 12.4 13.7 25.7 46.5 63.0 18.5 91.4 87.9 61.2 26.2 II.8 18.0 9. 7 9. 3 647.8
gi ..... ..- . .-. . .-.

82 Taxatie incoor before 110L 25.7 83.5 540.4 707.2 593.5 757.5 165.4 047.9 84.5 826.7 139.5 135.6 672.8 524.4 879.6 560.1- 642.7 10.038.6
83 -110L Utilired & 0Hiet (15. H 0.0 0.0 0. 0 0.0 0.0 0.0 0.0 0. 0 0.0 0. 0 0. 0 0. 0 0.0 0.0 0.0 0. 0 tl5.H
04 ---- - - - - - - - - - - - . . - - - - - - - - - - . -

95 Taistle Incoee 10.0 B3.5 540.4 707.2 593.5 757.5 765.4 047.9 8%.5 026.7 739.5 835.6 472.4 524.4 879.6 560.1 642.7 10.822.9
86

31 NGL Carrl ereerd 15.7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0i
C3

et fas e 461 4.6 38.4 240.6 325.3 273.0 348.4 352.1 390.0 304.8 300.3 343.2 384.4 309.3 241.2 404.6 257.4 295.6 4.978.5
90 Less:IIC 47,19 (32.61 1211.33 1802.31 til.Il (20.H (23.61 (11.11 122.41 134.3) t39.31 (64. H f 80.91 193.08 (103.69 1124.01 Il44.38 tl.162.9)
93 . . . . - . . . .

92 I6Ill P610 I2.58 5.8 37.3 223.0 251.2 327.7 328.5 371.9 362.4 346.0 201.9 319.7 220.5 148.2 301.0 133.6 151.3 3.815.6
93 n.no ..n.n .. n= -n.= .unn on.. no.. n.no ...... o n.n n.... no.. . . . . . . . . non. . . . . .

94

95 is 0 461 esthout HOL 11.8 30.4 249.6 325.3 273.0 340.4 352.1 390.0 304.0 380.3 340.2 384.4 309.3 241.2 404.6 257.6 295.6 4.985.7
96 ITC nas t 851 0. 0 32.6 211.3 276.5 232.1 296.2 299.3 333.5 327.1 323.2 209.1 326.7 262.9 205.0 343.9 289.0 251.3 4,221.7
97

90 lit StufMTEI appat 30.1 41.1 23.2 17.1 28.0 20.7 23.6 18.1 22.4 34.3 58.3 64.7 90.8 93.0 103.6 124.0 144.3 921.7
99 swastable IIC 241.2 271.9 305.9 296.5 102.3 21.0 20.7 23.6 18.1 22.4 34.3 58.3 64.7 80.8 93.0 103.6 124.0 144.3 I,796.2

100 ITC Before Carrybatt 7.1 32.6 211.3 102.3 21.8 20.7 23.6 10.1 22.0 34.3 58.3 64.7 to.B 93.0 103.6 124.0 144.3 1.162.9
foi
102 ITC snottif6flom
103 Delta Det ITC liet - ITC before Carrytact (3.6) IF.D (12.01 (15.08 fl5.H 116.51 187.23 (17.06 f lg. H 120.38 I22.48 124. H (27.H 131.06 134.01 139.2112.003.21
104 Othee lacose - fasatte Other Income 2. 9 3.6 7.7 12.9 15.0 15.7 16.4 17.1 '17.0 10.7 20.3 22.4 24.8 27.4 31.0 34.8 39.2
105 Seterred ifC Net 7 IIC soortiratise 30.9 32.9 41.0 31.9 27.9 27.0 26.3 25.2 24.5 24.2 24.1 23.0 23.7 , 23.7 23.4 23.4 23.5
G6 fprotably declines due to es6ng resateing Isle on Shorehas and Nine lhle Pt 2 retretatel
107

13
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636 ' - - - - - - - - - - - - - - - - - - - - - - - - - - - - - . - - - + - - - - - - - - - - - - - - - - - - - - - - - - - --- - - - - .- - - - - -

!!7 esseessessessesses354 Flos Sictl'afut (P. Iltseesses
ID Constructice sepet - 663.6 ' 545.0 ' 113.0 196.4 242.4 235.3 277.6 - 199.4 25'. 2 309.1 '685.6 016.' I,677.5 1,320.1 1,259.2 1,6t ?.8 I,829.4 11,779.3

- 139 frust (spend. : nest 0. 7 269.4 198.5 5.5 ' I4.0 (17.25 5.4 114.51 16.61 (16.91 - 29.7 116.0) ' 423.11 31.3 824.28 e32.41 20.6 513.4
140 C SC 4322.61 826L18 ' 429.48 (16.21 113.06 (18.88 121.51 11. 31 114.61 G8.69 (11.51 (13a.41 1226.91 I'4 8. li (169.11 .1312.1) 4:10.911?.313.31
141 Dett Def ending impet 147.0 93.0 53.0 24.0 444.0 26.0 27.0 . 149.0 85.0 ' 44.0 29.0 29.0 44.0 42.0 20.0 45.0 25.0 1,286.0
142 Preferred Resending inpst 38.0 - 10.6 13.6 16.9 19.9 19.9 19.9 19.9 - 19.9 19.9 19.9 19.9 19.9 19.9 16.1 16.1 16.1 326.5
gq3 . . . . . . . . . . . . . . . . . . . . . . . . .. ....... . . . . . . . . . . . . . . . . . . . . - . . . . .

144 1016L Funes REeullitt 576.7 654.7 400.7 226.6 707.3 245.6 300.4 344.5 333.9 - 408.3 692. 1 712.6 891.7 1,072.2 1,802.0 1,333.6 1,500.3 11.591.9
145 eu.a. = = = = una. .n un on. .wou ..- == .un n .onn .=== own. un . nun. unos nun. .n.n. .n u ..

146 InfEeen FUh05 PROVIN8

147 - set Incese 438. 9 472.? 474.7 4 75.3 461.8 474.3 405.9 498.0 510.8 523.9 537.6 552.1 568.1 594.9 629.6 666.2 100.5 t,073.3 .
13 - Smdends (142.41 (316.11 1377.28 1377.31 1366.f t 1376.08 (304.21 1312.6) (401.61 1411.0) ' E420.71 1431.01 (442.41 1464.fi 1494.96 1526.78 1564.1816,950.9)
let - AFK 1322.68 1263.31 (29.4) (16.2) 113.0) (18.16 121.53 19.31 (14.6) (28.68 171.51 1136.48 1226.93 1341.11 (169.18 til2.tl f 3to.88 t2,313.33
150 Sepreciatios 70.3 183.6 222.3 277.6 ff 7.6 303.9 309.3 322.7 328.8 336.8 344.0 340.0 356.1 353.8 427.e 437.5 497.7 5.347.5
151 teferred Flf met input 19.4 160.6 Ill.8 113.1 106.7 98.6 90.5 17.9 16.5 72.6 13.0 125.36 (27.61 154.48 145.78 817.86 (16.38 943.6
152 Seterred Ift met input 4.2 - 29.0 20L4 59.5 6.8 5.0 7. 8 0.1 4. 6 15.4 30.0 42.3 56.8 65.3 72.6 89.2 105.1 134.9
153 - norting Capital impet 5.3 1.0 179.08 2.0 - 2.0 2.0 3.0 3.0 4.0 4.0 5. 0 5.0 6.0 7.0 0. 0 9.0 10.0 12.78
154 - - - - - ..--- - . . - . . - - - . -- . . ~ . .

153 Total laternal Funds 133.1 137.7 596.0 564.0 495.0 409.7 402.1 500.6 500.5 513.3 505.4 354.7 209.4 160.6 42f. 3 344.5 430.1 6,933.6
156

'

157 ElitRNE FUN 05 P90 VIDEO

158 Wee Lang fers Dett input 0.0 0.0 536.0 163.0 191.0 0. 0 0. 0 0.0 0.0 0.0 0.0 0.0 281.0 116.0 527.0 192.0 927.0 4,133.0
139 frost lea 6slity 1.0 0.0 (I00.09 (500.01 - 0. 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 13.05 1.3 til.Il (12.51 113.31 1637.61
160 Preterred Stock input 0.0 0.0 0.0 0.0 21.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 16.0 891.0 144.0 209.0 236.0 117.0
let toneen Stock inest 63.0 0.0 0.0 ' O.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 0 0.0 0.0 63.0
162 Short fore 0,6t input 379.7 537.1 (624.0) 10.31 0.4 - (243.31 (192.7) (156.28 (174.56 (105.11 157.1 357.9 300.5 3.3 13.9 4.6 0.5 272.9
163 - . . .. ..... +

164 Total Eulersal Feeds 443.7 517.1 (100.0i (337.33 212.4 1243.3) (192.7) (156.21 (174.5l 1805.11 107.1 357.9 602.5 til.6 673.8 999.1 1,150.2 4,448.3
165

166 TDT 6L FuuOS PilovlMS 576.8 654.0 400.0 226.7 107.4 246.4 209.4 344.4 334.0 408.2 692.5 712.6 091.9 1,072.2 1,102.1 1,333.6 1,500.3 11,581.9
167 .an . ==== = = = = = ==.= ==== ==== = = = = . = = = = = = = = = = = = = = = = = . = = = = . ===.==.======.=a'
168

169 I met laternal Cash 39.031 40.071 415.611 382.901 215.701 225.751 194.321 263.321 215.041 142.001 82.301 52.131 34.t11 16.401 39.291 26.40t 28.!!! 73.251
170

171 -
*
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202
l 1999 1990 It91 1792 I??3 1914 1915 1996 1997 1998 1999 2W24 3 1984. 1985 1996 1987

- . . . - . . . . . . . . . ....'98 . . .. .. . . . . . . . . . .... . . . . . . . . . . . . ..... . . . . . .7pq ..

205
206 ensees,eee:eeeeee84tseCE SHEET IP.15)esseesseessesse

207 Gross Plant ilmel. Af 8C) i=put 2,297.9 6.598,9 6,728.5 7,994.6' 8.155.0 8,307.0 8,474.3 8.851.3 1,048,1 9,228.1 9,457.2 9.665.2 9,919.9 10,160.4 12.773.0 13.072.7 14.7 % .5

20 Seprec. Reser,e (seel 4780.51 1894. l H l .ll6. 48 t l .394.el li,69 t.68 f t ,995.5H 2,304.88 82,627.5H2,9%. 38 t 3,293.1) (3,63'.114 3,985.1 H 4,341. 28 t t,695.0H5,122.8s t5,560. 3) t 6,058. 05

109 Seprec. peser,e - other 0.0 24.2 48.5 86.4 138.5 190.6 242.7 294.0 346.9 - 199.8 451.2 497.2 548.4 588.6 603.9 621.8 645.1

210 Culf input 4,880.7 1,313.6 1,537.5 328.8 251.3 302.9 389.8 179. 7 215.5 383.4 851.7 1,425.0 2,2n?.5 3,295.4 I,894.6 3,162.8 3,305.1
211 Het Work Capel ((scl ST8l 174.7) (80.06 (81.06 f 2.08 (4.0) (6.0) 18.0) 111.01 (14.01 (18.08 !?2.05 427.9) (32.0) 138.05 145.0) 453.03 162.01 172.01

212 Deferred Detits input 0.0 55.8 49.6 12.5 274.8 240.7 2H.6 172.4 138.3 104.2 10.1 42.2 14.2 0.0 0.0 0.0 0.0

7;3 . . . . . . . . . . . . . . . . . _ . . . . . . . . . . . . . . . . . . . . . . . . . - . . . . . . . . . . . . . . . . .

214 TOTAL 455Ef5 6,318.1 1,087.4 7,245.7 7.168.3 2,125.0 7,037.7 6,997.6 6.8 % .7 6,767.5 6,799.7 7,lu. I 7,613.3 8,305.8 9,296.4 10,095.7 11,234.3 12,576.7
==== = = = = = = = = = = = = ==== = = = = a=== = = = = naus ==== ======n= n=a u ==na ==== ==aa ====

215

216

217 Coseon Stock 1,425.2 1,488.2 .1,488.2 1,488.2 1,488.2 I,488.2 1,489.2 1,488.2 1,488.2 1,498.2 1,498.2 1,488.2 1,488.2 1,488.2 1,408.2 1,488.2 1,488.2 1,488.2
218 petssaed Earnings 586.4 882.9 179.7 1,077.2 I,875.2 1,270.1 1,368.3 I,470.0 1,575.4 1,684.6 1,797.5 1,914.5 2,035.6 2,161.3 2.291.3 2,425.9 2,565.4 2,709. 7
219 - - - - - ~ - - - - - - - - . - ~ . - - - - - - - - - - - - - - - -

220 fatal Cosene Equity 2,011.6 2,371.1 2,467.9 2,%5.4 2,H3.4 2,758.3 2,8 % .5 2,958.2 3,063.6 3,172.8 3,285.7 3,402.7 3,523.8 3,649.5 3,779.5 3,914.1 4,053.6 4,197.9
221

222 Preferred Stoct 800.1 762. 1 751.4 737.8 720.1 722.0 102.1 682.2 662.3 642.4 622.5 602.6 582.7 578.8 749.9 871.8 1,070.7 1,290.6

223 Long Tere Debt 2.287.7 2,180.7 2,087.7 2,570.7 2,709.7 2,4 % .7 2,430.7 2,403.7 2,254.7 2.169.7 2.125.7 2,096.7 2,061.7 2,304.7 2.978.1 3,485.7 4,232.7 5,134.7
224 frust Listility 599.0 600.0 600.0 500.0 0.0 0.0 0.0 0. 0 0.0 0.0 0. 0 0. 0 0.0 13.09 (1.78 (12.81 125.31 138.61

225 Short Tere Debt (273.01 IM.7 623.8 10.28 10.51 10.11 IM3.41 1436.11 (592.31 17u.81 (871.11 (604.81 1326.91 118.41 (13.11 ti.21 (0.6l it. it
226 Def. Inc. fa,es 128.6 200.0 368.6 550.4 H3.5 170.2 868.8 959.3 1,037.2 1,It3.7 1,186.3 1,259.3 1,234.8 1,206.4 1,152.0 1,1h.3 1,088.5 1,072.2
227 Bef. IIC 85.4 89.6 118.6 322.2 411.7 418.5 423.5 430.6 438.5 436. I 451.7 489.7 532.0 588.1 653.4 726.0 815.2 920.3

228 - - - - ~ - - ~ - - - - - ~ - - - - - - - - -~ ~- - - - - - - ~ ~ --

229 10f6L LIAtltifl[5 6,318 4 (,018.0 7,24.3 7,168.7 1,125.6 7,034.2 6,997.9 6,857.0 6,767.9 6,800.0 7,lu.2 7,683.3 8,306.1 1,296.7 10.095.9 11,234.8 12,577.0
230 Other laatalities (0.11 (0.61 10.61 10.41 (0.61 (0.5) (0.31 10.31 t o.41 10.31 (0.11 .0 10.31 (0.31 10.21 10.51 (0.3)

23g . - . . . . . . ~ .

232 10TAL Ll68, DIST 4 E8U11V 6,318.1 7,088 * 7,245.7 7,168.3 7,125.0 7,037.7 6,997.6 6.8 % .7 6,767.5 6,799.7 7,166.1 7,613. 3 8,305.8 t,296. 4 10.095. 7 11,234.3 12.576. 7
j 233 ========a=== an== ============n=na ==== = = = = na== = = = = = == a ==== = = = = = = = = = =aa

234

235 t Coseon 39.381 37.791 40.251 43.7tt 46.461 49.711 52.751 56.861 60.801 63.651 62.8tt 60.261 56.051 50.451 47.311 43.441 39.ut
2D 1 Preferred 12.u1 11.511 18.581 11.031 12.161 12.221 12.161 12.291 12.311 12.N! 11.121 9.971 8.0ft 10.0!! 10.621 11.471 12.191
237 i Long fere Sett i frost 46.191 41.151 48.181 44.471 41.381 42.301 42.861 41.841 41.581 41.181 38.701 35.341 35.351 39.741 42.031 45.091 48.151
230 t Short Tere sett 1.771 9.551 .001 -0.011 .001 -4.241 -7.781 -10.191 -14.691 -16.891 -12.641 -5.511 -4.291 -0.201 -0.011 -0.081 .001

239 TOTAL 100.001 100.001 100.001 100.001 100.001 100.001 100.001 100.001 100.001 100.001 800.001 100.001 100.001 100.001 100.001 100.001 100.001;
' 243

241 LitCO 8esources Trust Investeent 11.5 20.2 18.6 110.5 125.3 99.7 96.4 86.4 77.3 65.1 89.6 77.7 61.3 N.5 12.3 48.1 78.t
242 LILCO 9 pile 2 Trust Investeest 142.8 315.4 604.6

. 243 LILCO IMP 2 Iluc fuel Trust 6.1 7.9 10.0 19.8 17.8 25.2 21.7 15.8 16.6 10.1 13.3 6.2 0. 0 0.0 0. 0 0.0 0.0
l 244 Total LILCO frust lavesteent 160.4 423.5 721.2 130.3 143.1 124.9 118.1 102.2 93.9 75.2 102.9 83.9 61.3 88.5 72.3 48.9 78.9

2G Change en Trost lavestsent 263.1 297.7 (590.91 12.8 118.2) 16.8) (15.9) 18.31 118.13 27.7 (19.0) (22.61 27.2 116.25 f 23.4) 30.0

2a6 Change in Trust Investeent in Cashilos 269.4 298.5 505.5 14.0 (17.2) 5. 4 (14.51 16.65 116.9) 29.7 116.81 (20.11 30.0 113.11 (19.9) 33.1

247 Not saae?

248

249

250 Deprec. 8eserve input (780.51 (869. 9 H I ,h 7. fi l l ,307. 61 ( l .553. I l l l ,804. f M 2,062. l l l 2,332. TH 2,609. 41 I2,894. 0l t 3,185. t H3,487. t H 3,792. B H 4, l t e. 4 H 4.518. 9 H 4,938. 5 H 5,412. 91
251 Shorehas Retrofit input 22.7 44.6 48.2 46.4 21.7 26.1 27.1 25.9 31.I 32.9 30.0 37.0 39.2 36.7 44.1 46.7
252 Ihne Mile Retrofit input 13.0 14.0 14.0 15.0 8.0 0.5 f.0 9.5 10.1 10.7 II.3 12.0 12.8 13.5 14.3
253

254 Construction * Trust Espend 154. 3 814.4 378.5 201.9 256.4 217.8 283.0 184.9 243.6 373.0 115.3 800.1 1,054.7 t,351.4 1,235.0 1,585.4 1,850.0
253 Change se Plant and tillP 733.9 353.5 47.4 95.9 200.6 254.2 166.9 225.6 354.9 697.4 782.1 1,031.4 I,333.4 1,211.8 I,567.2 1,826.8
2% Oollars not geset into Plant and Cu!P 80.5 18.0 154.5 160.5 17.2 28.8 18.0 18.0 18.1 17.9 18.0 23.3 18.0 23.2 18.2 23.2
251

258 Change in Deferred Debit 55.0 16.21 116.9 108.3 (34.11 (34. H #34.21 134. 0 134.11 (34.11 (27.91 f 29.08 e l4.28 0.0 0.0 0. 0

259 Chage na Der Res - other 24.2 24.3 37.9 52.1 52.1 52.8 52.1 52.1 52.2 52.1 46.0 51.2 32.2 23.3 17.9 23.3
260 Sollars not going into Plant and CulP 90.0 18.1 154.8 160.4 18.0 18.0 17.9 18.0 18.1 18.0 18.I 23.2 18.0 23.3 17.9 23.3

261

)O
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In$ervice - 10/1/05 1/1/95 Overall

Syndr.nne 1905 , 1995 . Sel t a telta tilf or

. Year <

1905 216.0 . 416.0 200.0. 165.0 34.2

1986 0!!.0 790.0 133.03 131.28 6.2

L 1907 L 707.0 156.0 - til.0) 135.01 3.2

1990 740.0 710.0 130.01 126.91 13.93

1999 711.0 ' 601.9 ' (29.91 124.13 (5.01

1990 674.7 645.9 (20.08 (25.61 (3.23

1991 630.7 610.9 (27.08 122.99 14.9)

1992 . 603.0 576.9 126.9) ' 122.11 14.6)

'Itt! 560.0 542.9 (25.fi til.71 14.29

1994 533.0 500.9 424.98 121.33 13.66

1995 500.0 403.9 (24.11 121.11 ' (1.01

1996 491.4 447.' (23.51 IM.31 13.28

1997 474.0 452.0 (22.00 119.0) 13.08

1990 456.2 436.0 120.28 187.75 82.51

1999 441.6 420.1 121.51 487.51 44.01

2000 425.0 404.1 420.9) (36.63 14.3)

p. ,

N' M
2001 400.4 300.2 (20.7) '(4
2002 391.0 372.3 t19.51 (se
2003 375.2 356.3 (10.91 (if s

2004 350.6 340.4 . 110.23 lli

2005 341.9 324.4 (17.51 (l4 Np j d yoce. , q ),7
(l'D -

(82006 325.3 300.5 116.01

foot 292.1 276.6 #15.5 (i .

t tq6 i _t; gj,,h2007 300.7 292.5 (16.28

2049 275.5 ' 260.6 (14.91 % ( 84
2010 250.9 244.7 - fit.Jl - (t*) '

20l1 242.3 ' 220.7 113.61- ( ltD
2012 225.7 212.0 (12.96 -1%
Mi3 209.1 196.0 112.31 - tal
2014 192.5 100.9 til.61 - t.h
20l3 129.2 76.1 (53.11 - Ogh

urv at 12.514,311.! 4,305.0 16.11 17.7) ,

FJ
So6 PettT-

% 419 OPV
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# h :. Anndal Report 7.arsuant to Section 13 or 15 (d) of N IhAL-

n's

' ' s ~. v ' * * :the Seenrities Exchange Act et 1934 A O*201 '

. Sc'i year ended December 31. 1983
Cornission File Number 1-3571 !

For the a

1
'

LONG TSI.AND LICHTINO COMPANY
(Exact name of registrant as specified in its charter) .

Incorporated pursuant to the Laws of the State of New York j
)

Internal Revenue Service - Employer identificatien Number 11-1019782 ) '

250 Old Country Road neola. New York 11501 * '
g- e

3

'

(Address and telephone number of principal executive oLfices)1

;
l&R 301334 i

, Securities registered pursuant to Section 12(b) of the Acts
i

CTT.I C C"' AII I FTitle of each class so registeredt \ ;-popu TP. .-"
!
P '

-
-

Consion Stock ($5 per) |

J,-

Preferred Stock ($100 par cumulative): a

j -Series b. 5 I series I. 5 3/41. Convertible Series K. 8.30
a series E 4.35Z Series J. 8.122 Series S. 9.802

,,

t * i

Preferred Stock ($25 par cumulative):
Series 0, 32.47 Series T. $3.31 Series V. 33.50 Series 1. 83.50

,

0
Series P. $2.43 Series U. $4.25 Series W. $3.52 !

Ceneral sei Refunding Bonds:
9 7/8: Series Due 1984 12 5/8Z Series Due 1992

j
! .

13 1/2: Series Due 2013
' ;~

'.'

Name of each exchange en which each class is registered: The New York '

{
<

stock Ixchange and the Pacific Stock Exchange are the only exchanges on j
j which the Common Steck is registered. The New York Stock Exchange is the ! ,only exchange on which each of the other securities listed above is registered.
<

J
: Securities registered pursuant to Section 12(g) of the Act None'
i .

4

Indicate by check mark whether the registrant (1) has filed all reports
,

required to be filed by Section 13 or IS (d) of the Securities T.xchange!
,

Act of 1934 during the preceding 12 months (or for such shorter period
|' | that the registrant was required to file such reports), and (2) has been'

| subject to such filing requirements for the past 90 days. j
1

Yes V/ No ,

I '

The aggregate market value of the Cc=,on Stock of the Company, nnne of f,

!
* ' ~'

which is owned by an affiliate, at December 31.1983. was $1.080.245.747
f I

Cor. mon Stock (35 par) - Shares outstanding at December 31. 1983: 104.120.072 1

j

.' I
s

a

_ . . ,- ^r' _

. _ . _ , ,. - - * * *
^

1 .

.

1

;

A t

. . _*E*1 * "f t-,_ .

* . . . _ _ __ _2 n r _,1 _ . _ .
--- - _hgg . 3 -n ,,g m 1_ S. ' * A .j m.

_

l

_ _ . _ _. __ _ _ _ . _ _ _ _ . _ _ _ . _ ._ . - _ _ -.



-- -- - - - - - , _.
,

-- . . __ _ ,. . _ _ _ , _ , _ _ _ ,

N
'

4

a

i (
|

1
.

Y
_ -

- - __ _- . _ . _ _ _ _ _ __ _

/

2. ! I

|
*

i i
1<

J |
i

1

a

Ii
'

|

i
| UI The Company's proxy staterent for its Annual Meetinr. of

Sharcevners to be held on .*.av 16. 1964 has been ancorporated tv reference I
'

into Part 111 of this Torr. 10-0 to provide inferr.ation required in

Ites 10. Item II. Item 12. and Ites 13.
I<

I

1
4

4

i
'

| 8

<

1

.

| 1

;

N 6 |

1

4

1

i

. . '

i 1

o

1

0

I

t 1

e- __ _
_- _

i

'
,

9
9

.. ._=a
1 - . . . . . _ . . . _ _. n _ .- , _. -_ _ _ _ _ _ - . .. ___.

_

_

.- _. . _ _ . _ _



. , _ _ ,
_ - , _ - - - - , . - -

- - - - - - - - - . _ _ -- __- .,.

,

i

i
J

|
.

J.'o >

4
,

1.
._ __

_ .- - 1 -

3 -

1

1 1

1 '

l
TART.E OF CONTENTS 1

i
' Part 1.

1

List of Abbreviations av

Ites 1. Business 1 J

i
The Company 1

.i

Territory 1 i

j Segments of Business 1

Austerity 2 !

Itates 2

i Capital Requirements and Capital Provided 6

Financing 6

Resignation of Tiustees 7

Coverage Requirements in the
C & R Montgage 7

i Coverage Requirements in the ;

Certificate of Incorporation 7
1

Other Debt 8

Ratings of Securities 9
.

'

Electric Service and Property 10

Tuel Supply 11

011 12

,/
. Coal 12

i
Cas 12

,

Nuclear 13

| Abandoned Generating Projects 17 !

Coal Conversion Projects 18 ,

'
I

i

i i
i

B

__
- _

__ - -- - -
- 1

1

1

J

)
;

. ..

- am_ m-- - A su- _ _m _ _ *- ^- N- a--
" -- ---*- ' - " " _ _ - ' -

___



m. - _ . -, , ,- .- - .
, - . - . - _ .,

a

1

a

,

J

.CC

. - _ _-

i i

4.

Lf I.,,

1,
<

,

s. !. <

<

<

Nuclear Cencrating Stations 19 ;

1

' Nucicar Plant Insurance 29 |

Environment 30 ;

Water 30
|

l
Air 31

Cas Service. Supply and Property 32

Regulation and Accounting Controls 34

Ea s! ,eee Relations 35

f

iten 2. F operties 35
1

[ Ites 3. Legal Proceedings 35 J

.

Submission of Matters to a Vote of Security' Holders 36! Ites 4
:

.

. i
Part II.

f

1 Ites 5. Market for the Retistrent's Common Equity |
! and Related Stockholder Matters 36 t

*
.

I Ites 6. Selected Financial Data 39 ;e

i
f i

Ites 7. Management's Discuncion and Analysis of
|Financial Cenditten and Results of Operations 42

! ' ;

Ites 8. Financial Statements and Supplementary Data 47
i

'

Report of Independent Accountants 48

Consent of Inderendent Accountants 50 g ,

1 J
,

Statetent of Income 52 (
| 9
' |

Balance Sheet 52-53
,

Shareevner's Equity 54
r

| Statement of Changes in Tinancial Position 55 1
!

<

1

Notes to Financial Statements 56 ,
<

.,I )Iten 9. Disagreements en Accounting and Financial Disclosure 66,

|
<

, ,

i
' s e

i

11 |
j
;

W--- ..
- - , - MN

4

a '

-

,

,
2 - -- - ._ . .- *u _ * p a m. = L.m a _' i in - A \mu_+. * * h - . 2- = =d'*-^

.._ . . -- --- - _ _ . _ . _ . - _ . _ _ _ . - . - -. .. -



- _ _ _ _ _ _ _ - _ _ --_._.

1

1

:
'

t

- _ _ _
- l,'

I
1- Si ;
'

.
,

1

I
,

<

Part 111.

l.Ites 10. Directors and Executive Officers of the Registrant 66 ,

'
,

i l'en 11. Esecutive Compensation 69 iI

;

I
<

Item 12. Security Dwnerrhlp of Certain beneficial
69 |

'

Lvners .nd P.an garent
6

Ites 13. Certain kelationshipn er.d Related Transactions 69 ,

.

Part IV.
1

; Item 14. Erh1 bits. Financial Statement Sched6.!t6. and 9i

' Reports on Form 8-K 69
,

1
' Property Plant and Equipment

(Schedule V) 76 1'
<

.

Accumulated Depreciation. Depletion
and Amortization of Property.
Plant and Equipment ,

(Schedule VI) 78 ,8'

i
!Short-term Borrowings

| (Schedule IX) 80 i
{

1

! Supplerentary Income {
!5tatement Information ,

(Schedule X) 83 !
'

l

84Signatures ,

!
: I

-

<

i i
ii

!<

t

1
1

'
. I

1 ! j

j i ;

i

!

| <

f
I.

'

I <

111'

;-

' _- . _ _
_

__

--- ,
- - -

..

I

i

-

- = _- 2 ,_ma aML ' -"4. ^ - - a "Oa -_
p Q .= _ ,

. . .. - ___________ _ _ _ _ _ _ _ _ _ _ _ _



_ _ _ _ _ _ _ _ _ . _ _ _ _ .

,d
,

,

.I.
*

<y .

.

I

d

____
-. . _

_ _ ._.

b |a

i 1 1

4 *. 6

i
*
.

\
'

.

*
l

4i

! .

a
1

LIST OF AtBREV1AY10NS
i

AFC. . . . . . . . . . . . . . allowance f or f unds ured during cons t ruction
|

' '

1 ALJ. . . . . . . . . . . . . .administ ra t ive law j ud ge
8ASLB............. Atomic Safety and Lice. sing Board i ,

a
tRC..............Bokun kesources Corporation g
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I 'j A LISTINC OT ABEREY! ATIONS T"J0"ENTLY
USED IN TIIIS REPORT t:AY BE FOUND 1

'

1MMEDIATELY AFTER THE TABLE O} CONTENTS
'

t.
l

lten 1: Business
[

i

The Coreanv: Long Island Lighrir.g Company (the Corpany) was f
incorporated in 1910 under the tranrportation Corporations Law of hsw York i j

'

,

and supplies electric and gas service in Nassau and Suf f olk Counties and
i the Rockaway Peninsula in Queens County, all on Long Island New York.

l
| The mailing address of the Ccepany is 250 Old Country Road. Mineola. New

York 11501 and its general telephone number is 516-228-2890. ;
,

iTerritorv: The Company's service territory covers an area of
| ! approximately 1.230 square miles. The population of the service ares,

according to 1980 U.S. Census data and the 1963 Compsny estimate. is
almost 2.7 million persens, reflecting a slight decline since the 1970 |'

r
! census. This is a larger population than in sach of 21 of the 50 states.'

,
,

This includes about 99.000 persons who reside in Queens County within the ]
' ' City of New York. Nassau and Suffolk. Counties together constitute one of

the more than 300 Federally-designated MSA's. ACcCrding to statistical k'

information availabic from the United States Department of Commerce, the
Nassau-Suffolk MSA is the third highest in per capita income, and (as set
f orth in a publication of Sales and Marketing Management's Survey of . <

IBuying Power) ranks in the top twelve suct areas, including metropolitan ,

New York. Los Angeles and Chicago, in population. total income and retail
sales. About 70% of all workers residing in Nassau-Suffolk are employed

4 within the two counties. The unemployment rate in the bi-county ares is
g now and is anticipated to continue to be substantially below the rates for

the State of New York and the United States as a whole.

The area served is predooinactiv residential. but the Company |
'

recelses approrimately one-half of its electric revenues from commercial |,

and industrial customers. Although electronics and aerospace are the f |
i

largest manufacturing industries in the area, about 85% of total
employment is nor -manuf acturin . 13dustrialization is graduallyo

j increasing in Suf folk County which, with three times the land area and
', only one-fourth the population density of Nassau County, reasine the

leading agriculturst county in New York State in terms of value of1

agricultural product.

Seements of Putiness: The percentages of total revenues and
operating incccc before income tases derived from electric and gas
operctions for each of the last five years are shown in the following
tab!a: .

$
,

| !i

<

|
t 1

I
e

f,
_

;
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I
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_ __
_ ,_. . _. . _ _ - u .s --- . _ - a+ :-<- -

.
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.

, s . I i
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Percentage of I
g ,

Percentage of Operating ;''

\ Total Inenee Before
levenues inence Taxes

flectyle Gas Flectric Cao ,

q

\. \1,

1979 ,g 87 ( 18 86 14 ]

1980 t 81 1 19 87 13 ;
,

' S4 16 91 9101
,',

1982 ' 181 19 89 11

80 20 90 10 { i

' )i
1983i

Ji
1

? For addie.onal information with respect to the Cenpany's electri: and |
,

gas financial results and operations. nee Iten 6. Selected Financial Data ;

I and Note 8 of tM Netes tri Tirancial State ents. i
i

<

Austerit_v In carly March, the Cmpany announced an austerity j
progras desiCned .to psoduce in excess of $100 s.1111on,in cash savings in ,

j
1984 K'h minimal i vact on service to the Company's customers. The major

s

ela*eth$ of the program are the eliminatica of 741 positions at the 1,

;g j

1 Comppy through termit.ation and attrition, as well as ar. additional
cuth.ek of 246dc6s with outside contractors; salary cutbacks of 20: fori

iofficers and 5.ta lot for management personcel; a 50: reduction in
i

director:A fees; and an 11: cutback in the Cocpany's 19% capital budget. ,

d
s

i
.

On Merdh B.1984, the CPB and others filed a notion with the PSC'

' |
t 1, \ requesti's, among c'her things, that the cash "saving*" resulting from the ,

! ' Norpany',s austeraty prpgram be i=ediatelv flowed throuah to customers in j ;'I

| '! t r.e f orm of rati re''urtlens. ThepntionalsorequeststhePSCtoorder ;

}

| \tte Company to cease saying divisnds on its Preferred Stock and to direct
p _the Ccepany to initiate "r.egottet.sas" with its bond held:rs to attempt to i*

. > J

8 ' *iessen its debt service obligat.cns. The C Meany has opposed the motion..,

>I, 4-

gs Rites; On.,M uary 24, 1983 the ?!C authorized rate increases to ,

i
|< . -

provide $1ti.6 million in additional annual electric reven es and $24.7
?,

million in additic,nal annual gas revenues. The new raras becace effective
I* on January 26. 1983. The PSC approved a 15.5% return on average coe. mon

The increase in electric rates was attributa51e to the PSC's ,

equity.
authorizing the Company to recover an amount equal to the increased

1revenue requirements associated with the c*.ange f rom " flow-through"'

Khts t ange was required inhaccounting to " normalization" accounting.'

.'s N urder to pta serve certain tax benefits ur.;er. the f ederal Leonomic Recoveryg

Tax Act of 1981 ( E F.TA) . The new electric rates discussed above would have
\ resulted in a decrease of<tpprominately .3.2'e1111on without the ERTA }y

j
r eve.tu e s .g q

I I

h On Februarf 9 Iqs 3. the PSC gr"yted the Coepony's request. 4

[ effece3ve April 1. (*63.,t provide f or th ef f ects of the ir. creased level f 4

4; of tat expenses <nd iever.ae requirementa v'.ich resulted f rom the enactoent ;, ,

3'h' , s of f M Teeporarv retropoli .an transp,rtat sen Business Tax Surcharge Bill :
!

| ]< 1
' s'

,
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J(the MTA Tax). The PTA Tax imposes a murcharge on the taxes utilities are *

required to pay on gross revenues, gress earnings and excess dividends (as'

defined in this legislation). In effect. this increased the Co=pany's j

level of tax expense and revenue requirements for !v83 by approximately
$12 million.

! On May 27. 1983 the Company filed requests with the PSC to s
'

| jnerease annual electric rates by 5356.3 million and annual gas rates by
$11.8 million for the twelve-month terlod ending March 31. 1985. In

] addit tun, the Conrany requested that 590.6 millior (on an annualised
4basis) of the $366.3 tillion be granted in the form of a temporary

electric rate increase subject to refund. In both cases, the Company ]
requested a 15.9* return on cocann equity and an overall return on rate
base of 13.251 for the twelve-muutn period ending Karch 31, 1985. The PSC ;

authorized interim rate relief, subject to refund. effective September 15 1
3 1983. equivalent to $90.6 million on an annual basis and designed to ]

provide approximately $43.4 million in additional revenues by March 31. i

1984.
i

1 Hearings on the applicatinn for permanent electric rates were
d

postponed due to slippagc in the co=cercial operation date of the Shorehen
Unit and its resultant impact on the Company's original filing. The I

i

J Company updated its original filing on December 9. 1983. The updated .

filing envisions a rate year of October 1. 1984 through September 30. 1985 J
<

and requests permanet.t rate relief totaling $251 million. This amount
I

includes $93 million etich will be realized f rom the interia rate relief , '

by September 30. 1985, and an additi.nal $188 million. This additional
I amount alproximates an 11.6% increase above the interin rates. The
I interim rate relief will remain effective pending a final determination by -1
' the PSC on the Company's application for pernanent rates. j

Cross-examination of the Co:Sany's updated direct case hcs
concluded. A cna11 tion consisting e,f the County c! Suf f olk, the Town of
Heepstead and ths CFB has recomnended a decrease in permanent electric
rates of $116 million Selow the level of rates in effect prior to
September 15. 1983. inc Staf f of the PSC has recc=sended that the Company

!'i

receive a rate increase of $101 million above the level ot rates currently'

*in effect. including $98 million of cash flow rate relief.
Cross-examination of the direct cases of opposing parties is scheduled to
commence on March 26 1984. The (c:pany anticipates that a decision on j

tta application for an increase ir. permanent electric rates will be
'

rendered by September 30. 1984. q

For ratemaking purposes the updated Company filing does not j
reflect a shoreham in-service date in tne rate year. Should Shorehas go |

into service during the rate year, the Company proposes that the costs of |
eperating Shereham such as depreciation, operatsma taxes, operation and
maintenance costs and return on investment would be accumulated in a
deferred account. Fuct savings associated with the nuclear facility would
be similarly defe red.
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_ . J' f' Adr:i' isf ryt f've Law JJdge's Rete:ecaded Decj sten whien. in turn, app?oved a

i , N D Neerber 20. 1983. the PSC issued an. order adopting thef *
_

#" ,

f.e
g% * # ser' $ctE"1., of the gas case by I Adoepany ant' all active parties. Cas

-

of M .O m1111on a nually became effective onc <

Nc, re,te relief in Yie amunt 1

January l', %Q.f Th1Vv111.opvide total rate relief cf $5.5 million oy I
'

s
March 11. f e"?the & M.tte eege ye.r originally conte = plated ir the J.*

Y )pril..S !965. Y e order'provides for.an increase in the. D, d 'proceen1Ar. b unt of rate relief from $').9 c.tliingannualisca
- to 55.6 million. , ~

, [)" , ,.,. Provisifigh{s also been cade f or a second stage filing in the suar.et of
.

1984 td.r;over the then knee Jevels oi prope-ty taxes and wagts.
|

An

option. for a third stagd,%D''g,}n 1t85 f or Increases in property *amesI

"fand wages was also , approved th the event tha/Ceerany has not filed a ' gas b
-

' rate case Q the time of its third fM ge filing. fi[ f.. . {.. .? / % |
j h August 1982, the PSC' initiated a proceeding to inquire how g

best to 'iteat.Mor rate-making purposts, the entry of the Sherehas nuclear
',

l''

N plant into service. On NovemM* J.1982, the Cemany proposed a plan to i
recover fully its 1Avestnent . tn $horeram, moderatleg. however. the full

<

y| | reveu e r Ayireas .nt s in the fis Nrhre%3ars e-[ -%creham's,t peration.' anc
.praviling Tevenues higher than% oui # be reretVDy suant tG conventional q
@t*-caitirLpolicies in sv% sequent years. ,The Company's psoposal would .

qfene' tate ,less inte ntl tash ik the. first >hree years cf Shrehan's ),

c# etat 4en than wr.,ulj convest)Nal rate-saking and. conseover.ely. require qs

; *

q j s o tt* permay'n t f f nhc4g'WitaWe'iod f han would othertise 4e required.
, , <w

*

' ''% % f f| d,,,,

4 \.,, 'Othegpar3fesin'.hetase. 16Mwiling the PSC Graff and a ,9 'f jMu/M64ct,.W .$rNenor$ M which tht'sP5:is part (thdCoalition).
- s ,' .

]/ submitted Pf' Peels w'f 841so stress tht'impo*tante of' caintaining the. ^

OFl 9 f %ancihl hlaHlity chi 8'e' Company while moderatifit the. rate increase due
w

a

tej shote %.74 oveseQ0th the PSC Staf f and the balition conclude that/t*|
: rgJ shki ratsmerreses cAn be moderated cere an the e#aly Jcars than'ir the~

{- j CMipan*jordesal arf therefore the fM1 collecri:p o'11 revehues con be
ft the Shorchrn rate |

,/ sdeferred abordet IRy e r . The Staff tropotal phase Q's three.
Dncreassa #| ftir (Ar_te3g as opt med ~fW''N Cc=pa7f The

Ceilfrjas phMe-in is>1h me* O Aft accerjIiA*> in five years, but results 4

'a 5 of'1V7tr dotation. J* <*

in' a mu6stactia11y #-*ger'entfets6
' ' ,t N A }

g j'
's

; <wp
The proceedings have bisosukemled by thN PSC to provide time j

'

j for rtsolution of some of the ur.cesnaictf as concethitig Shveham and the ;*

N ~ ~ Cor.$ary's f inancial situation. %us er,tecord remayes open and different
'*/'- rate cbderatiott proposa a r be ' cons!3ered in the gate.

.

*

,
#

4s . t ,,n

'The Cqrany; c) er4tse ~.an30t Stedict wheL fyra of rate relie,f. / <

;, [ cay ultir.ately bt'apprped ), rye fjC nor the exte7A ta which the .

9
1

underlyirn assumptioet of any tuch plan yen be met. A rate modetatidr. 1

py,pesal yo limit rate inc'reases due"to".the Shoreham plart was consider d 3

( 3
by the !.* York Statettegitaature in 1982 but failed to come to a vote
bayaurpef precedural reasons. Sir.iler lentslation was passed irr the 1983* ''

viteeA by Covernor Cuoto. Several proposali.
re uttii to the Compa52 strates Sheraham and pcssible Statt actio0 tr'e ],legfyla',1ve Session bu*; '

,
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presently rending in the 1984 Legislative Session. See
Noelcar Ceneratirr Stations. ,

Since 1979 the PSC has authorized the Co:panv to increase its .

electric and gas rates on an annualized basis as follows:
, 1

(Millions)-{ted
Cranged ]i Reque

; (M11110t:s)- ,

Type of Relief Effective Date '
;'

Electrie 5/04/79 152.5 $ 31.4
Cas 5/04/79 25.4 18.1,

J<

187.1)
34.1Electric 5/10/80 36.1 ,___

Electric 5/29/81 232.4 ,

Cas 11/01/81 11.9 11.3
I

Elaetric I/26/83 148.0 16.8

Ces 1/26/83 35.0 24.7 <

1
Electrie (temporary) 9/15/83 90.6 10.6

3

Cas 1/01/84 11.8 3.9
.

.

1 As part of the decisions granting the requests for relief which '

became effective on Hay 4 1979. May 10. 1980. May 29. 1981 and
November 1.1981. the Co==iesten also provided f or second stage

I.
* 8 filings for additional wage expenses and additional

i

'
j property taxes to the extent these were not knewn at the tire of the

initial decisions. Through second-stage filings, the Company
| increased electric rates by $4.9 r_1111on. $5.4 =1111on. 59.05 million |

1 and $4.0 million en August 24 1978. February E. 1550. February 14 ,

1981, and May 7.1982. respectivelyl and incressed gas rates by $1.5 <

i
millie:. on Tetruary 8,1980 and $2.7 million en f ertember 22. 1982. '

. ,

' These a=ounts are included in the figures shewn in the last colu=n
above. Second stage increases in February 1980 also included recovery i

|)-

of area development expenses.

2 Includes interim relief equivalent to $90 millien on an annual basis a
'

*

which was grantrg .f f ective Nove:Ler 27. 1980.
| % 3 Does not include amounts recoverable under later filings approved in'

the December 20. 1983 PSC decision discussed abeve.

| The Company has filed separate petitiens with the PSC requesting '

rate relief to recover its share of the costs incurred for the nowi

abandoned New Haven and Jamesport generating projects. 77pge

In December 1981, an ALJ issued a rece=nended decisten to the ]'
PSC. findir.g that the Co=pany and NYSEC. co-ceners of the New Haven

| p roj e c t . acted prudently in proceeding with the project. The AlJ
recereended that the PSC authorize t!YSEC and the Cc pany to ceatinue to ,

t
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I accrue AFC on the project costs until recovery through rates begins and ,

f
to scortise and recover such costs. including carrying chargc.; on any

I
unamortised halancJ. over a period to be established in separate rate |d ' *d

cases. No action has been taken by the PSC on this mattet to date. i .

i ,
1

s.
In a separate proceeding. the PSC had authorized the Company and j

WSEC to co .tinue to e 'ue and accumulate AFC en their respective shares

i of the expenditures f the Jascenort nuclear plant until. ir. etfect. fj
issues concernjag th, chen preposed coal-fired plant at Jamesport are
resolved. The Coepany's plans for a coal-fired plant have also been i
ab a r.d on e d . The Company recently filed a petition seeking full recovery of
all costs of the Jamesport project.4

The Compary cannot predict what the final outcome will be oc the ,
'

applications for amortization and rate recovery of the Jamesport or New
iHaven expenc'1tures. See Abandened Generatine Pro _1ects

Capital Eccuireeents and Capital Provided: Inf ormation as to
4

Capital R'equirceents. Liquidity and Capital Provided appears in item 7 of
1

this heport.
.

|
Financing: In 1983. the Company raised $911 million through

I esternal f inancinn. The Ceepany's original 1984 financing plan called for <

1the sale of an aggregate of approximately $700 million af debt and equity
* securttles. In January 1984 the Coepany sold five million shares of,

corcon stock providing g?oss oroceeds of $52.5 million and in February
19P4 the Ceepany realireo gross proceeds of $10.4 cillion through its
dividend reinvuntrent plan. However. given the various adverse factors ,

now lepacting the Cc=pany. little or no assurance can be giver regarding
the Coepany's ability to raise additional funds in 1964 and in future.

,

| <

J years in order to meet its construction and other capital requirements and
J operational needs. In view of this situation. in order to conserve cash.

the Company has announced that it will reduce its non-fuel related
1

operations and maintenance expenditures, and achieve othee cash savings*

totaling approximatelv S100 million in 1984 without significantly
af fecting custecer service, that it has suspended construction payments
for its share of Nine Mile Point 2 (See Notes 4 and 7 of Notes to
linancial Statements), and that it will omit f uture comon stock dividends ;

'

I during the rest of 1984 or until its financial condition is sufficiently j' '

st rong' f or dividerds to be restored. The Company can give no assurance
that such ceasures will be sufficient in the circuestances. nor can it now
p*adict what other ceasures it may take. After giving effect to the

; nu. pension of paveents for Nine Mile Point 7. Its recently icplemented ;

.t

I ,1 austerity program and the omission of common dividends, but before giving
<

,

effect to additional financing or rate relief. or to other cash 4 <

'

conservation measures, the Cn=pany believes that it has on hand sufficient 1

? cash and short-term investments to continue the Company's operations until
the fall of 1984 ,.

.

!
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The book vali.e of the Comen Stock at Dece:bei 31. 1983 was'

$19.29. **nen Ce=:non Stock is sold at a price below book value, the. ',

interest ef existing *hareowners in t.e Ccepany's net assets is diluted. ,'

M irnatten of Tru= tees: Citibank. E.A. has resigned from its
position as irustcc under the t.ompany'a Indenture of Mortgage ard Mcd of

,

Trust (the Tar- t Mortrage). Effective February 29, 196=. the Cc=pany 1

'accepted the resignatien of Citiban... N. A. and appointed J. Ilenty Schroder
' |Eank & Trust Cc=pany, successor Trustee under the First Mortgage.

1

fManufacturers Ranover Trust Co:pany. Trustee under the General
and Refuadang Indenture has advised the Company that it too intends to'

'

resign f rem its position as Trustee. The Coirrany will propose a successor ,

Trustee to be appointed pursuant to the provisions of the C&R Indenture.

Cevetere Secuirements in the C&R Hortaaee: The Company's C&R !
IMortgage. Its prinary Icng-tern ocot financang instrument, which is a lien.

upon substantially all of the Company's prepertie.. is junior to the lien
of the Cc pany's Indenture of Mortgage and Deed of Trust (the First j '

)Mortgage). The C&R r.regage provides that C&R Bonds may be issued oc the
;

J
basis of property additiens only if the Cezpany's income for any twelve
consecutive entendar to .ths within the fif teen calendar months preceding

*
'

the issuance of C&R Bonds, ecuals at least two rices the stated annual pro
forma interest payable en all CtR Bonda and First Mortgage Bonds to be ||

!cutstandir:g irsediately af ter the isenar.ce of such additional C1R bonds

this calculation. Thus. the Ccepany's seility to sell additional CSA
' i

-

(the C R M:rtsage inte est Coserage). Piedres Bonds are not included in i
.

IPends is de pendent, in part. u;on the earnings and prevailing secured debt
!interest rates at the ri e of sale. The issuarre of C&R Bonds to provide ,

a portic . c.f required future permanent financing is also dependent upon f
-

,

the Cortpany continuing to obtain additional revenue =3 including those from I

thesegas and electric rate increases e d frem other sources. to meet
Based on cannings for the velve conths ended Dece=ber 31. l'83.,

I tests. '

the Co:pany could issue approximately $73 tillion of C&R Bonds at an
I assumed interest rate of 162. ,

t*nder the provisions of the C&R Mortgage, the Company c.y not i

issue any additional bonds under the First Mortgage other than bonda (the
Pledged Er .ds) which are required concurrent 1v with the issuarce of each ,

d

|
new series of C1R Bonds, to be deposited with the Trustee of the C&R

|'Mortgage. Duri g the last several years. limitattels in the First !Mortgage which prehlbit the 1.s sance of First Mort gage f onds on the basis
|

of Shoreha't nuclear plant expenditures prior to receipt of an operating |j
liceese tave. f r. ef f ect. restricted the f swance of Fledged Bends. The .'

!

coverage 7,cquirements of the First Mor*.pge and the Cc:pany's ability to '.issue additional l'1 edged Bonds do not res rict the Ceepany's ability to ,

g/s
i issue additional C&R En .ds. Of the $1.055 million of First M,rtgage Bond.

outstandi .c at Decceber 31, 1983. $535 etilinn were Pledged tends .r
Ip |

representir.g &S: of the 51.196 million of C&R Bands eutstanding. '

1

N

[ caverste pecuire'eente in the Certificate cf ineereersM ent ,

Company's Certs:1eate of Incorporatio7 provices that the Cc=pany may not .

)i.
,
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\'' issue additional Preferred Stock unless the net earnings of the Company
available for payment of interest on its debt s'ter depreciation and all

{
taxes f or a*iy twelve consecutive calendar cor.ths within the fif teen
calendar conths preceding the conth of issuance are at least 1.50 times'

the aggregate of the annual interest charres and dividand requirements on'

I the debt and Preferred Stock to be outstanding itzediately after the 1

issuance of such Preferred Stock (the carnir.gs ratio). Additional
) Preferred Stock eay be issued beyond amounts permitted under the earnings a

'

ratio with the approval of at 1 cast two-ttirds of the votes of the holders
of the outstandinp, Preferred Steck. Based or. earnings for the twelve ]<

months ended December 31. 1983, the company could issue approximately $84 -'

million of Preferted Stock at an assumed interest rate of 181.'
,

4

Issuance cf Preference Stock, which is junior to the Company's
I Preferred Stock. but senior to its Common Stock with respect to

., declaratio, and paysient of dividends and right to receive amuunts paysbley "

on any dissolution, does not require satisfaction of a net earnings test
or any other coverage requirement. unless established by the Board of,

Directors for one or more series of Preference Stock, prict to the
isruance of such series. No Preference Stock has been issued by the
Company.

. .

* ,

.

Other Debt The Company's C&R Mortgage the First Mortgage and '

the Certificate of Incorporation do not contain any limitations upon the .

issuance of debt secured by liens which are junior to the above mortgages
or upon the issuance of unsecured debt.

- ,

1 The Company has uutstanding apprezimately $67 million principal ' /

amount of premissory notes. securing a like amount of tax exempt Pollution
ControlandIndustrialDevelopmentRevenueBondsissuedby1.TLER$Afore

' * '

[ Ceepany projects (Pollution Control Kevenue bor.ds). The Company also has
.

,

authority f rom slie FERC to issue up to 5400 million of unsecuredi

short-term debt in the form of notes to banks and comercial paper. The
Cc=pany has no current arrangements for borrowings under this
authoritattoa. See hots 5 of the I:otes to Finaneirl Statements. {

A revolving credit agreement provides the Cocpany with ' '

coczittents frem a number of desestic banks for loans of up to $250
3

i
million. The ar.reement is effective through December 1988, with provision
for four annual extensions natil Decer.ber 1992. At December 31.1983, the

i
entire $250 million was outstanding under this agreement. A 5150 million,,,

At |
[

revelving credit agreenert with foreign banks was signed in eid-1982.
December 31, 1983, the entire $150 millien was oatstanding under this <

A 530 million tern loan agreement was ef fected in January 1983agreement.
for a 3-year period and was fully borrowed at December 31, 1983. A $25;
million tere loan agreement was effected in June 1983 for a 5-year period *,.,

and was f ully borrowed at December 31. 1983. A $50 million tern loan
agreesent was ef fected as of July 1983 for a 5-year period and was fully

-
'

.A berrowed at December 31. 1983. !
)

The Corpany's financing trusts were crested at the Company's i

| request prie.arily to provide project-related unsecured debt financing - !
*

|
'

%

8
,

_ . . - . - - . - - ;

<.

,-

9

=
,.

'

-

- ^=a- -- a -_ m- -- -
^- =" Y_ 1L. A

" -d^ M --

-

-- -. . _ _ _ ,_. _ _ _ _ _ _



_ _ _
._ _

-- -, , . _ _ _-. - . _ - -_ -

1

1

j-

t

|

- _ _ _

.C. _ .__ _ .- ._ _ ,

1

l$ 1/ a

f' i ''

:

====a*"" '

the Resources Trust for the Ceepany's nuclear fuel program and the
<

' Censtruction Trust for the Ceepany's 18% share of Nine Mile Point Unit 2. ;

Funds for the Company's share of nuclear fuel for Nine Mlle Fotnt Unit 2 <

'| are provided thrcugh the Construction Trust as well. Title te the nuclear
fuel f or Shoreham is held by the Resources Trust. With the exception of a

Pollution Control Facilities, title to the IS: share of Nine Mile Point f i

'Cnit 2 is held by the Construction Trust. The Cc=pany maintains control
!and responsibility for its nuclear fuel program. Niagara Hohawk manages '

and controls the construction program for Nine Mile Point Unit 2. as the
agent for the cotenants of that project. The Cnepany recently advised f
Niagana Mohawk that it was suspending construction payments for this ]

_

] project. See %elear Ceneratine Stations. As of December 31. 1983. the
total borrowings under the Construction Trust and the Re:.ources Trust were

, $500 million and $200 million respectively $20 million of which matures
| in 1**4. No additional credit from lenders is available under the 3

Trusts. Pursuant te the Tri-Counties Ressurces Trust Revolving Credit
'' ' Aereeeent, outstanding loans currently maturing in September 1986 would ;

'

have been automatically extended to September 1987. Hovever, all of the
bank lenders have given notice that as permitted by their agreement, they -

1will not so extend the maturity date. See Notes 4 and 7 of the Notes to
Financial State =ents.

' / To11owing the suspension of construction payments for Nine Mile .

./ Point 2. the Company and counsel for the banks which are lenders to the' '

/ Construction Trust agreed to a=end the Trust agreements to provide that !

the failure to make construction payments will not constitute a default,
/

! prior to April 27. 1984 or as extended by the banks. and to increase the f

licitattens centained in the Trust agreements to cover prior advances by ,
.

*

the Co=pany in excess of $$00 million, but to exclude from auch.

11ritations future advaneco by thg Company for the purpose of enabling the [
Trust to make interest payments under the Credit Agreement. The j

-

a:endments require approval of the PSC. The Company cannot predict what ,

action the PSC will take. Furtherriore. the Company cannot predict whether j ;

the banks will grant any extensions beyond April 27. 1984, or what other ;
'

action if any, the banks eight take at that tiee. If a default occurs.
pay ent of the $500 millien of indebtedness to the banks under the
censtruction Trust agreements would become subject to a right of* i

J

1 acceleration esercisable by the banks. A default in the Construction
i Trust agreements, unless cured could by reason of cross-default

provisions in instruments governing other Long-ters Debt of the Company. <
;

give rise to rights of acceleration of esturities of such debt. See Note'

1 4 of the Notes to Financial Statements. j -
,

|
1

~ Rattnes of Seeurities: Following the Company's announcement in
ilate Decembet 1983 that the absence of favorable developments ir. the near
ifuture could affect the level or continuation of subsequent dividends on

the Company's Co= mon Stock. Moody's, in January 1984 lowered its ratinas ,

on all of the Ce:pany's securities except the Preferred Stock which was
reduced on March 9. 1984 In Moody's view, since December 1983, when it
reduced the Ce:pany's ratings on all of the Coepany's fixed income
securities. the Ceepany's prospects for continued financial flexibility

4

and for resolution of the Shorehas safety plan impasse ha~e worsened. In
>. . .

I |
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January 1984. SAP removed the Company's securities from its
"CreditWatch." In rebruary 1984. D&P reduced its rating of the First=
Fortage Bonds f rom 10 to 11 ant' on March 19. 1984, placed all of the |
Cc=pany's securitica on its Watch 1ist. The ratings et the Company's

'

a

securities are currently under review by Fitch. j

iThe current ratings of the Co:pany's principal securities and its :

I
.

tommercial paper by Moody's Titch. S&P and D&P. are as follows:
J

Hoody's Fitch S&P D&P

Tirst Mortgage Bonds * ba2 BBB Bb+ 11 |
Cereral & Refunding Bonds * Ba3 BBB- BB 12

Pollution Control Revenue ;

Bonds (unsecured) Ba3 ** BB **

3,Preferred StocL*** "b3" BB+ BB- 13

Commercial raper Not Prime F-3 ** ** |

1 %
4

<

f

*Fitch is the only rating agency which still considers the ,j

fi
.

,

First Mortgage Bonds and General and Refunding Bonds as
investment grade securities. j /

,

**Not Rated ,

mThe Company's Preferred Stock is no longer considered irvestment ;

grade by any of the four rating agencies, y .

1
<

-

JElectric Servtce and Property: The Cntpany's aggregate summer*
g

j generating capability or approximately 3.721.000 kil: watts is provided by i

i

J ity five oil-fired steam electric generating statiens and a number of gas
turbine and diesel suppies. ental generating units. Certain units may also , , i

i

be fired with natural ras when it is available on an economic basis. * The
Co:pany also has four interconnections which permit energy to be
transferred between the Company and members of the New York and New
England Power Pools. Utilizing these interconnections, the Coepany also j

purchases fire capacity f rom the Fitzpatrick Euclear Unit of flYPA. a
member of the New York Power Pool. In 1983. utilizing these i

interconnections, approximately 23: of the company's energy requirements
were purchased from other utilities including h"YPA. in order to displace -

the use of costly oil. In addition. the Company sold power equivalent to
approximately 4% of its energy requirements.

'

I The maximum demand on the Company's system during 1983 was
3.108.000 kilowatts on September 7. 1983. The taximum system demand to ]'
date was 3.143.000 kilowatts on July 21. 1980.

By agreement with the New York Power Pool, the Corpany is
required to maintain a reserve generating capacity equal to at least 182
of its forecasted peak load. The Ceepany expects to have a reserve margin 1

| g

!
of 161 for the year 1984 before Shoreham begins coe=ercial operation.

~

based upon the Co=pany's most rec.at forecast. Operation of the Shoreham
-

'

nuclear plant would increase the reserve margin by 25%.
|

, |
'
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The Conpanv's forecasts of system sales and systee energy j

requirements, including peak loads, are under continuous review. In 1983'

system k!!ovatt-hour Oth) sales were 5.01 higher than 1982. A
significert factor in this increase was the prolonged hot summer in 1983.

iThe average annual grcwth rate for the five-year period ended December 31
<! 1963 was 1.ly.. The company presently estimates system kWh sales of

electricity to customers in le84 vill be 0.9% above those in 1983. In .

d

1988, these sales are estimated to be 1.0% higher than actual sales in
1983. This would result in an approximate average annual growth rate nf
0.2% between 1983 and 1988. Fres 1983 to 1993. kWh sales are expected to
grow at an average annual rate of 1.61. j

The Company owns the Shoreham Nuclear Power Station on Long ,

Island, and holds an 18 interest in the Nine Mile Point Unit 2 nuclear d

i generating project, under construction by Niagara Mohawk. As of
Tebruary 9,1984, the Company advised Niagara Mohawk and the other j

'

participants in the project that it would not continue making payments for '
s,

the project construction costs. Information on the status of these ,

y projects appears under Nuclear Generatier Stations and in Note 7 of the
Notes to Financial Statements.-f

s/ An engineering consulting firm retained bv Suffolk County, New
| York nas concluded that acquisition by Suffolk County of the Co=pany's *

* distrioution and transmission facilities within the County and of a pro
rata portion of the Company's generating facilities (including a portion i

of .uch facilities located outside Suffolk Cour.ty) presents " attractive j
- *

; possibilities" and reces.J f* further investigation into such*

acquisitten. The censulting firm also concluded that acquisition of gas ,

facilities by Suffolk County is na: economically viable., .

I I The capital required to finance the acouisition is estimated by
-

the consulting firm to vary between $969 million and 53.5 billion,-

depending on, among other things the valuation method used. estimates of
consequential damages and whether the County would be liable to theI

Coepany for all or part of the cost of the Shocehas facility. The Company
believes that the estimated range reflects grossly inadequate compensation <

f for its fact 11 ties and for the severance and consequential damages which 1

the Company would sustain as a result of such acquisition.

Suffolk County has not indicated what action will be taken
concerning the findings of the report, which was first made public in June'

i
19E3. Should the County governeent determine to acquire the co=pany's ,

facilities, a proposition must be submitted to and approved by the '

Ccunty's vnters in a public referendum. If the preposition were approved. g

and if the County's right to condemn the facilities were sustained by the {
f

Courts, the amount of the award to the Company for the pinperties acquired '

and severance and consequential damages would be determined in proceedings j ,,

in the New York State Courts.-
'

4

.

Fuel Supp1v The availability and cost of fuel is affected by
'

-

factors beyond the control of the Company such as the international oil
,

d

market, environmental regulattens. conservation measures and the,

i

availability si alternative fuels.

.
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M: 011 is the principal fuel bu.ned in t*:e Co pany's electric j

generatint, stations. The Compar.y was able to reduce its requirements for *

oil ir. 1983 through surchase of power from oth.tr syrtera and by burning |
natural gas. The crepany's syates electric requirenents for the last five j

.

years were provided as (cllows:
,

4 Percentare of Sye. tem petuiremenen i
g Purcnased
1 g y y

a011 Cas lover

1979 67 8 25 -
'

1980 60 14 26
!

1981 62 17 21 4
~

1962 64 16 20 i

1983 62 15 23 , j
'

I.<

1 | J

[l Generated on the Company's own system.
2 Generated at more economical nuclear, coal, oil and hydroelectric IW]

i <units owned by other electric systems and transmitted to the Company
(over the interconnections discussed under Electrie Service and
|Property.

.I
I. i

f,
.

)
For information concerning fideral and other regulatory'

Jenviroezental limitations on feel oil burned by the Company, see
T.nvi roneer t : Air. N, |

II

Most of the fuct oil used be the Company is high-sulfur residual l ,

ott vigich is imparted fens Venezuels cnd the Caribbean. Low-sulfur .

'iresidual oil is also used. Oil consu s. tion for the Co pany's system
Islectric enercy require +ents in 1983 (ex-lusive of requirements for sales
!to other systems) was 14.9 million barrels ce= pared to 16.5 m1111cn .

barrels in 1982 and 14.4 million barrels in 1961 respectively. The ! | %.

average cest of fuel oil, determined for tl.e fuel ad h steent clause in the {
'

Company's electric rate schedules through whict. changes in fuel costs are
-

passed on to its customers, was $26.63 per barrei in 1953. compared to f'
$26.f,4 per barrel in 1982, and $27.50 per barrel in 961. The Company's
fuel oil is supplied by four suppliers no one of whi h nor.ully provides f d

sore than one-half of the total requirements. |*

} 1

Coals The Company no longer burns coal at any of its generatiet g ;

statiena. *Le Coupany has applied to the DTC fe per=its to convert | ,

certain of to oil-fired units to coal. See Cn-1 Coeversion Proteere. s

I
Mr Since the end of the natural gas shortage in the late y*

. 1970's the Ccmpany has burned significant quantities of natural gas in its I
a

electric gererating units in order to displace the use of t. ore expensive
! |oil. For additional irformation on such use of natural gas, see Fuel,

Supolv: 011. For information relating to the supply of natural gas see
Ga s Service . Sceply and Propertv. j j
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Wuclear- Uranium ore must be hichly processed before it can be j

>
used in nEilear r,enerating plants. This process is rcierred to as the

I nuclear fLet evtle. Generally, the nuclear fuel cycle consists of (1) the
mining and n1111ng of uranius ore to yield uranium concentrates. (2) the'

conversion of uran'us concentrates to uranium hexafluoride. (3) the 4

enrichmer.t of the urailus hexafluoride. (4) the converaton of the uranium a
d

hexaflunride to uranium dioxide and the fabrication of fuel assemblies
into which the uranius dic-ide is incorporated. (5) the utilization ofj the nuctear fuel in the tencrating station reactor and (6) the appropriate,

J ctorage or diaposition of spent fuel. including the reprocessing of mpent-

| fuel te recover unused uranium and plutonium or its disposal at a Federal
re pos it o ry . The Co=pacy has substantial commitments for nuclear fuel. ;

J.,

!r

|
The Compary has purchased uranium concentrates suf ficient to

operate the Shoreham Unit rt. rough 1967 and conversion services suf ficient |

to operate t'. rough 1989. The Campa.ef has a 30-year contract with the DOE ;

for enrichsent t e rv ic e s . Fabrication services for the firnt core ard the
I first four relosos will be provided by the General Electric Comp;ny, and

as part of the litigation settlement refer ed to below. Westinghouse
Electric Corporatien (Westingneuse) has agreed to f abricate fuel 1

assemblies for Shoreham f or an eigh'-year period starting with the. fifth
reload.

<

' Reprocessing facilities ict spent nuclear fuel in the United ,
'

$tates are owned by the f ederal government and are used for the ,

reprocessing of spent fuel generated by the United State: military. There j

|
are presently no reprocessing facilitics in the United Sta:es for s ent j

| fuel from utility companies. Although the current federal administration 1

has reversed the prior corinistration's policy of deferring the ,

reprocessing of spent fuel tros power reactors. It is unclear et this tius j

whether private industry u 11 proceed with the develcreent of reprocessing <
,

facilities. |
The " Nuclear Vaste Policy Act of 1982" establishe: a echedule for ! I

.

i

disposal of spent f uel and high level vaste whirh will be funded through a {
*;tre f everal government to develop and operate a repository for th=

' user-fee. The current fee based on nuclear generation is one mil par
)kilowatt hour, payable quarterly. The Cnepany anticipates this ecst bfia.

be recovered in rates. The Company has a contract with the DOE providing'

for she disposal of spent fuel from Shoreham beginnte.g in a998.
Shoreham's spent fuel storage pool has the capacity to store all spent j - .

4

fuel anticipated to be discharged from the reactor through the year 2003.

The Company has transferred certain of its rights to nuclear {
saterials to the Trusts, as described in hote 4 of the Notes to financial
Statements.

On February 9.1984, the Cespany suspended its payments in ,

support of the constructinn of Nine 7:11e Pof nt Unit 2. See
-

'

Evelear Cenerating Stations. To date, the Company has paid approxLastely
|5? eillion (excluotrg carrying costs) of its 18% share of the first core
T !fuel costs. This investment covers 30% of the uranium requirements. 67%

)
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Iof the renversion requirements. 301 of the enrichment requirements and 5:
of the fabrication costs of the Company's share of the first rore.

In 1976 and 1978, the Company made long-range commitments with .

The contractsBRC to purchase 10 eillion pouns, of uranium concentrates. s

for uranium concentrates required advance payments of $20 millien by the
Company. EP.C did not celiver the uranium concentrates as agreed and also s

; '

is in (cfault under the provisions of a Mine and Mill Development
Financing Agreement puisuant to which the Ceepany provided BRC with.

, additional funda to c-9plete the development of a uranium mine and to
i

construct an ore-processing mill. BRC's indebtedness rursuant to that f
is

'

Agreement is $51.1 mi s11on. The Cc=pany also provided BRC with additional 1,
8' funda for its operacions.

On June 12. le81. the Company and several other creditors of BRC
petitioned the U.S. Pankruptcy Court for the District of New Mexico for a
reory*..azation of BRC under Chstter 11 of the U.S. Bankruptcy Code. An ;

order granting the petition for oankruptcy was filed on December 21. 1981. '<

; af firmed by the U.S. District Court. New Mexico on appeal by BRC in July
'

1982. and subsequently of firmed by the 11.5. Court of Appeals for the Tenth
Circuit. In December 19b). the Bankruptcy Court dismissed three of four
countercialms initially asserted by BRC in the foreclosure action | ]

instituted in U.S. District Court for the Eastern District of New Mexico
and discussed below. BRC has filed objections to and an appeal from this
decision. The Company has filed its answering brief. BRC originally
countercla1Ded that the Company breached a fiduciary duty to BRC and its f

shareovners to provide it with sufficient moneys to cesplete the mine and
sill. exercised control over the operations of BRC. fraudulently induced

' BRC to enter into the several agreements with the Cempany and interf ered
<

with BRC's efforts to sell its cosmon stock to others. The issues in the
1

fourth BRC counterclaim, whics. seeks recovery of approximately $45 million ,
a

in co=pensatory damages and $50 million in punitive damaCes. have not yet
fbeen resolved.

k*hile the Company believes that both its claims against BRC and i
4

its defenses asainst the remaining BRC counterclaim are meritorious no
assurance can be given as to the outcome of this litigation.

The Co:pany ccemenced a foreclosure action arainst BRC in '

November 1980 in the United States District Court for the District of New
;

Hexico f olluvirg BRC's def aults under the Mine and Mill Development ;

Both the ;Fir.ancing Agreement and under a $1 million premissory nnte.* < and the note are secured by mortgages and assignments of leasesAgreement
to the mineral ore body and mill site. The foreclosure complaint also

i

alleged defaults under a series of unsecured promissory nntes for $1.7 ,

millien. BRC raised several affirrative defenses to the Company's claims )

and four separate counterclaims against the Ce:pany. These claims and
counterclaims were subsequently removed to the bankruptcy proceedings
described above. s

The Coepany's $20 million advance payment to BRC for uranium
concentrates, and substantially all moneys loaned or otherwise provided

- |

|
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!BRC te develap the sine. to const ruct the mill, and to protect and
preserve the prnperties, have been secured by assignments. mortgages or j }

i

security agreements on the mining leases to the main ore body and o.i the j -

2q

| zill site.

The mine and call are located in Marques. New Mexico. ihe
iurantue mine shaft has been sunk to approelmately 1.835 f eet of its

anticipated cepth of approximately 2.103 feet. As part of a plan to 1

Ipreserve the properties pending the conclusion of the litigation discussed
j below or the sale of the BRC properties. the water pueping equipment was ,

removed, resulting in anticipated water intr.. ton in the cine shaft. The <

i, nill has been mothballed. The mill is virtu.11y completed but cannot be
eperated until certain one tailings treatment facilities have beer.
constructed. The required environmental perrits for the construction of 1

the ere tailings facilities were granted in 1980. DEC is in the process !
of applying for renewals of these permits before their expiration in '

1

January 1985. Completion of the mine, the mi!! and the ore tailings
<facilities would require a substantial additional investment.

At Deceeber 31. 1983, the Company's claims against BRC totaled , 1
approximate 1v $84 million. Additionally. interest capitalized on the
advance payments totaled approximatelv $27.2 million .t December 31.
1993. See hote 7 of the Notes to Financial Statements. In addition to
the Company's claims against 'tRC. opproximately $4.9 million in secured i

and unsecured clat=s filed by other creditors are pending. Some of these
'

creditors are claiming priority over LILCO's claims. The claims by
'

*

Stearns-koger, Incorporated and Ram Constructors. Inc. against BRC were
settled in August 1903.

On hbruary 22. 1982. BRC began an action against the Company in
Citola County District Court. New Mexico, fer breach of the 1976 and 1978
uranium concentrates purchase contracts. BRC seeks approximately 044 i

l callit,n in compensatory damages for the Company's refu -1 to accept past fa ,

'
due deliveries of uranium concentrates, and approxirately $251 zillion in
compensatory damages for nonacceptance of future Jeliveries, less its cost |

'

,

of purchasing such uranium concentrates, on the theory that the Company 3 y
has wrongfully denied any further oblir.ation to accart future deliverics
of uranius concentrates from 6RC. BRL also seeks $50 million in punitive

datages in connection with these claims. The Co=pany believes that it has
seritorious defenses to BRC's actions. This litigation and all other

|
litigatioe involvang SRC and its cred1Lors inc16 ding the Company, has
also been removed .o the bankruptcy Court.

J )
I the eventual disposition of the Corpany's loans and advances to

ERC and the viability of ERC as a source of nuclear fuel depend on many
fatters. including the market price for uranium. At present. the Company
believes that the cost to mine and mill uraniu= frem the ESC properties

,

substantially exceeds the spot market price of urantur concentrates. The
, " spot" cathet price referred to below is one indicator of the ecndition

of the uranium market.
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The Exchante Value of uranium concentrates. published by Neclear 1

Exchange Corror..tlon (SCEXCO) since August 1966, has fluctuated widely
since 1975. The N1'FICU Exchange Value (commonly rufctred to as the " spot"
price) reflec;s NUEXCO's judement of the price at which significant
quantities of uranium concentrates could be sc1d as of the last Jay of i

each month. The highest and lowest Exchange Values during the pcried fros,

;

Septceber 1975 to December 1983 were 543.40 during Hay. June and July 1978 f'
'

and $17.00 in August and September 1982. At December 31, 1983, the
Exchante Value was $22.00. This had fallen to $17.50 as of February 29
1984 j

i -The Co:pany believes that there cust be a substantial incr:ase in '

[
the domestic market price of uranium above 1978 1cvels in order to permit
the Company to recover its loans and advances to BkC in the long ters. ,

i

The doseatic market price of uranium is af f ected by many f actors including .

actions taken by the governtents of uranium producing countries with j
<

respect to restrictions or. imports, exports and production of uranium, and
the present and future requirenents of utility enspanies for additional
nuclear fuel. The donestic uranium market has deteriorated carkedly since -

late 1979 and has semained relatively depressed. Market conrations for )
.

uranium are expected to improve after existica uranium surpluses are
j depleted. but no assurance can be given that price levels will rise to a

point where the operation of the mine and mill. either as an integrated ,
'

unit or separately, will be economically viable. Other facters that may
affect the viability of the mine and mill include the substantial cost of,

'

completing the sine the costs to complete the mill and tallings
facilities, operating costs, and the existence of a market for toll .'

silling.

The %;any it.itf ally entered into its contracts with BRC as a
I result of the failure of Westinghouse Electric Corporation to deliver

uranium con.centrates under contracts with the Cocpany. A settlement
agreement in 1981 t rninated the Co:pany's breach of contract action !

against Westinghouse. Under favorable assumptions. the value of the
'

,
*

i

f Cc pany's share of the settlement, which would be realized over a 15-year
period is esticated at $63 million. It is the Company's view that this
settlement is related to the Company's loans ano advances to BRC and

! should be utilized as an offset to any potential less on the BRC .

'

transaction. Westinghouse also claimg a total of $6J million from NYSEC'

and the Company as dacages for canctilation of certain nuclear project
3

related contracts. See Abandoned Generarter Protects. If a loss should
1

he realized, the C62pany anticipates that it uiti apply to the PSC to .

recegnize such r'Istionship for rate-making purposes. To the extent that j
i

the zoneys advanced or loaned to ERC of tre interest capitalized s,n
non-interest bearing .>dvances cannot be applied as a credit ar.!nst the -

f,urchase of nuclear fuel from EkC. return =d to the C9:pany upon tse sale i

or refinancing of the BRC properties, recovered through litigation or
offset by the We9ttnrhovae litigation settlement proceeds, the Co=pany ,

'

will apply to the PSC for appropriate rate relief. The Company b ellt:v e s
] its loans and advances to BRC were prudent and should be recovered from

i
I k
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ratepayers. The Corpany has pending before the PSC two proceedings
respecting amounts being advanced by the Company for the maintenance of
the EkC propertnes nnd the Company's 1*tigation expenees, k1:11e the

%,o Company helieves that the PSC should act favorably. It cannot predict what ;
,

actinn the p!C may take. [ j*

i
|

Due to the many contingencies upon which the outcoce of the CRC ]
1

transactions and the related litigation are dependent. the Coepany cannot
, determine accurately either the probability of its realizing a loss on the1

3

1 BRC transactiens or the stount of that loss if it should occur. While
|

under the coat adverse circumstances that losa could be material, the
*i Co=pany believes that based upon its analysis of the it:ts and legal

. claims presented, the loss. If any, by itself will not be materin1. %,

f
The lawsuit begun in 1981 by Adele H. Charal, a shareowner of the ,'

Company. on behalf of herself and other shareowners similarly situated, inj
, i the United States District Court for the Eastern District of hev York has

been settled. Charal clatwed that the Company, certain of its officers*
3
' and directors and certcin of the underwriters of the Ccepany's 1978 Cocason

Stock effering, had violated Sectiens !! and 12 of the Securities Act of1

1933. as acended, by their alleged failure to disclose material
inf errattun concerning the contracts and financial arsangements between
the Loepany and BRC. Charal claimed damspes of approxicately g18 c1111on
and other relief. The litigation was settled for $1.3 million, which -

includes plair.tif f's counsel fees.

On January 14 1981. Doutlas S. HacKay, a shareowner of tne '

Company, ec=cenced a derivative action against the Company and certain of- <

its cf ficers and directors in bev York Suptcr:e Court. 1;assau County,
a11cging gross negligence and breach of fiduciary duty on the part of the .j
individuti defendants arising out of the contracts ard financial;
arrancements between the Company and BRC described above, and seeking'

damages and other relief, on June 30. 1981. Cortrude bolfson, a 4
a

i
shareovner af the Compariy. commenced a derivative action against the
Co:pany and cartain rf its officers and directors in New York Supreme *

Court l.cw York County alleging wrongful acts and breach of fiduciary
i duty on the part of the individual deiendants arising out of the contracts

- and financial arrangements between the Company and BRC. and seektng ., -
- decages and other relief. The Co-:pany is named as a nominal def endant in g

both actions. These two derivative actions have been consolidated and are
g

1 pending in Suprece Court. New York County. At this time, although no#|4 assurance can be given as to the outcome of either of these lawsuits, the"'' j '

Company believes that they will not have a saterial adverse effect on the .

Ces;any. .

I Abandoned Cecerating Projectet

In the 1970's, the company and NYSEC had scught regulatory*

approval for the construction of nuclear plants at Jaecsport and New
~

Haven.1;ew York. The application for New Haven was denied by a New Yorkg-,
L \

. j .
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State Board on Electric Ceneration Sitir.g and the Environment / Siting
Board) in 1979. The Siting Board which considered the Jamesport ,

! applicatien approved a coal-fired rather than nuclear plant, and NYSEC ;

withdrew free the project. The Company received a pistponceene from the /N'

Siting Board in order to study its options and alternatives .and seek new d
*

1
, ,

'

j partners. The Ccapany was unsuccessful in finding other partners. J
*

i i Finally, in hovoc.her 1983 m Kew York appellate court nullified the J

I'
j certificate authorizing a coal plant and dismissed the Company's

N
'

application. The Cocpany did not appeal this decision. )
.+

i

s .

/ The Company's share of the Jamecport nuclear and coal-related | -

i

costs, net of estimated tax effects of $21 million, was approximately $75 W

-/. million at December 31. 1983. 'N
.

d The Company's snare of the abandoned New Haven Nuclear project
,

ecsts. net of esticated federal income tax effects of $16 million, was $43

j elllion at December 31. 1983.

,/ The Company has applied to the PSC for recovery of the costs,

N 1 associated with New Haven. An Administrative Law Juda;e of the PSC has
concluded that the Company's costs were prudently incurred and reconsended
that the Company receive authorisation to recover in rates its costs q

associateJ with the project and to receive a return on the unanortised I

.
.

balance of those costs. No decision has been issued by the PSC on the New j

Haven application. A similar application was recently filed for recovery Y
,

of all of the Company's Jamesport costs.
r

Pursuant to a 11tir,ation settlement agreceent between {
Eestinghcuse and the Co:pany involvint nuclest f uel purchases. ,'

! Vestir.r.hou.e will eake a payrvnt of $10 e111 ton to the Compar.y after
resolution of the issues associated witt cancellation of the centract for |'

i, *

- the Jamesport Nuclear Steam Supply Systems. One-half of any such payment L

i will be paid to NYSCC. as a participant in the Jamesport nuclear preject. j
Negettations on the cancellation ecsts are continuing. Westinghouse is'

classing approxtracely $63 siillion in cancellation costs for the Nuclear
i, , * * '

Steam Supply Systems. In addition to payments alter.dy sade, which claim~- m.
the Company is disputing. If there are any cancellation costs. h75EG and | I

#* ' J the Company would share them equally.

Coal Coeversion Projects: The Company illed appitcations for
permits from feceral. state and local .suthorities to convert two of the 'four oil-fired units at its Port Jef f ersen penerating statlan to burn
coal. Public hearings en the Coepany's application under the State |

4

,'* Environmental Quelity Review Act were held in 1983 and further hearings i

[ are necessary on solid waste dispcsal issues. ,

Estimates for such conversion prepared in 1982 ranged from $370 .

tillion to $665 cillion depending on the kind of coal used, the type of
air pellutic.. equipment required and the teres of federal. state and local i

: -permits. Present fuel cost projections indicate that the cost of
! g
| . ' ,

a
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conversion would execed benefits. The Company does not i Ae-d to take ,j ,

g; further action on these prnjects at this ties a.ed has a ned that the |
J hearings be postponed indefinitely. -

,

j Nurtear Ceneratine Stationst Construction work on nuclear
facilities and operation of nuclear generating stations are subject to j
issuance of constructio1 permits and operating licennen by tt.e NRC and te

3 the grantiez by other povernmental agencies of tecuired approvals. There ,
i

1 can be no annurance that such licensen and permits will be received. In 1

the event eny of the required approvals and permits are denied, the
Coupany would apply to the POC for rate relief to recover its expenditures
for nuclear related feellities which cannot be utilfred for other purposes .

d

I frem its customers. Although the Coepany anticipates that the pSC would

|
grant rate tclief nn assurance can be given that rate relief sufficient
to cover all or substantially all of such expenditures would be granted. :

q 9

I The econceles. safety and siting of nuclear facilities are j

presently the subject of, asong others, preposed restrictions pending in a

Congress and in numerous states. Chould these issues be determined j

,
adversely to owners of nuclear f acilities, existing or under construction, e

mcdificatinn; resulting in the expenditure s,f substantial sums of money ; -
'

say be required. |
- w

,

Construction of the shoreham fiuclear Tower Station is virtually q
!

coepleted with the exception of the installation of emergency power -

,
sources. The constructian per1 sit for the $horchae Unit expired on
December 31. 1983. The Ceepany r.ade timely application for its extension. '.'

Pending act*>n by the 1;RC en the Cotpany's appi1 cation for the extension. ;

the cc,nstrec. ion permit is automatically extended. To date. no party has
j opposed the request for extension. The Company believes the hRC will

'

grant the requested extension.
.

.

The cost of the Shoreham Unit. based on ecuercial operation j
beginning July 1. 1985, is currently esticated at approxicately $4.1
billien. In the Ccapany's opininn. July 1. 1965 is the earliest date that ]'

ce=nercial operation cocid com:sence. Approximately $3.2 billion af this .

.. r amount had been expended through December 31, 1983. j
:m

1,
.

The Company expects that gross expendituren for Shoreham.- .
including AFC. will be approximately $632 million in 1984 before,

reflecting the Ce*cany's recently septemented austetity program and $263.

million in the first six months of 1985 bef ere any credits for
i preoperational test electric generation. The Corpany is unable at this

time to state when the plant might as into commercial operation. if ever.
Additional delays beyond July 1. 1985 are estimated to cost an additional

-.

$40 to $50 million each month, almost wholly for carrv ng charges. ..

''

and nverheadincluding financing charges. insurance, taxes. interest
The Cocpany believes that all Shoreham relateo costs includingexpenses.

AFC are prudent and recoverable from current or future revenues. However.
some uncertainties do exist with respect to total recoverability of

1
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Shoreham costs as a result of the issues set forth below which include i )
<

'

disallowance, whether resulting from imprudency or otherwise, and economic
)viability. The Company is monitoring all of these catte rs and will ;

,

monitor any future related catters in determining whether it conticues to j
be appropriate to capitalize all or a portion of Shorehas related costs.

-

, '
i

>

,-
The actual monthly carrying charte depends upon. areng other f.ctors, the
outccme of the Cocpany's pending application for rate relief. Lecause ofj the continuing difficulties in cbtaining an operating license for ' '

. .

Shoreham, the prospect exists for further delays and uncertainties. ' ~

1 f urther increases in its costs and severe financial strains for the
Company. ]

I

The Company has received a ic7orable parcial initial decisico ),

f rom an ASLB en substantially all issues other than the adequacy of r5e )i

|
tCompany's offsite radiological emergency response plan (incluJang the

' <issue of the authority of the Company to implement such plan) and the )
adequacy of the emessency power sources. The appeal frne this decision is 1. i

,

pending before an Atcalc Saf ety and Licensing Appeal Board. j

<
' The energency power sources would provide backup power to shut ,

the plant down in the unlikely event that a loss of outside power supply ,

was accompanied by a serious plant accident. In that event, successful ,;

operation of Shorehan's emergency power sources would be required to
'

,

, achieve a safe shut down.

The initial power sources are three emergency diesel generators. ,

Cssentially all of the u.ajor ocving parts of these generators were
replaced af ter cracks were discovered in the original crankshaf ts in

[_- August 19F3. The three generators have been rebuilt and testing has
resu=ed. Delays in testing have been experienced due to additional
defects. A schedu'.e for hearings respecting the adequacy of the rebuilt

,

crergency diesel generators will not be set by the ASLB betere mid-May
1984 at best. The Coepany expects that, by that tice. discovery in that,

proceeding will have cencluded, and the testing design review and quality
revalidation of the rebuilt emergency diesel generators will be
cozoleted. The Company cant at predict when hearings on the rebuilt
energency diesel generatorr will begin or be ce=pleted. The NRC has

;j expressed its concern witt diesels made by the same camuf acturer located
,

at ether nuclear plants as well as at Shorehas and is conducting an
' J .

'

investigation of the prJblems. The Ccepany has applied f or approval but;

'* '

j cannot predict whether such approval will be granted, to load fuel and
begin lew pcwer operation principally relying en emergency sources of

q
power other than the rebuilt e=ergency diesel generators. Coverner Cuomo

en N<,' of New York and all other intervenors have taken the position that
approved of f site energency response plan is a prerequisite to fuel.

loading.

The Cempany is also proceeding with the installation of three ,

d
I

additional eeergency diesel generators free another maaufacturer. These
new additional teergency diesel generators are schedule to be instalisd in

, 1
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[ a new specially constructed butiding and tested by August 1985, at an
aggregate cost of approxtr.atelv $91 million, almost all of which will nave1

been expended benore the end of 1984. The approval of the ASt.2 respecting -

their use is expected to be required. The Cocpany may be unable to obtain
the ne*essarf financing or adequate rates or to conserve suf ficient cash , ,

to meet its operating and capital requirerents pending the completion. g'
installation and testing of the new tenerators.

' The Comp ny also f aces serious problems in obtaining approval cf
an offsite emergency response plan. Such approval is a condition to |

- obtaining a full power operating license frc: the NRC. Suffolk County and |
Covernor Cuomo have taken the position that an emergency response plan is {not possible and have steadfastly refused to participate in offsite
emergency response planning, opposing every ef fort of the Company to 3

obtain licensing. The Company's authority to implement an offsite
radiolegical emergency response plan has been raised in a suit filed ini

| N.Y. Suprese Court. Albany County by Covernor Mario Cuomo of New York and ]

/ in N.Y. Suprere Court. Suffolk County by Sufic1h County. Both actions /
were commenced separately on March 8. 1984 The Company is the sole
defendant in each lawsuit. Covernor Cuomo's lawsuit seeks a declaratory %
judgment that the Company lacks the legal authority to undertake its ;

'

offsite emergency rasponse plan. The Suffolk County lawsuit sees.s a'

ddeclaratory judgment that the Company's plan is unlawful and illegal under .

the Constitution and the laws of I;ev York State. The Company disagrees
. ' vith both the Covernor and Suf folk County and will vigorously oppose then <

in this litigation, k*hile the Co:pany has developed its own erergency i

response plan and believes this plan w!!1 adequately provide for the ,

safety of the public, there can be no assurance that such plan will be ;
,

accepted in the licensing proceedings or that an operating license will
ultie.ately be issued. Hcarings on the effsite emergency response plan.

began on December 6.1983, and are expected to continue well into 1984
t . ,

Ff.MA reviewed the Ccepany's offsite esergency response plan and
subcatted a report to the I;RC in June 1963 respecting the plan. FC:A ,4,

. found the plan to be inadequate in certain respects and the Company -

subeltted a revised pla . 0- March 15.1984. FDtA issued a further report
,

* '

on the status of offsite emergency planning at .hereham. The report
i identified no inadequacies in the current plan that cannot ce ;ured by

jI ,, governmental involvsment .n the planning or by other measures.
l n ' 'The Company believes that it must engase additional operating

perseval with acceptable nuclear reactor experience prior to cperation of ;

Shorena's and is undertaking to do so.
"

f

,

! While Suffnik County opposes operation of the plant. the County
, 'at the same time levies tases on the plant based on assessments apparently

| rsade on the assur.ption that the plant will eventually begin operating. . ..
'

] .luifolk County. the Town of Brookhaven, and the Shoreham-Wading kiver I ,/
School District fbereinafter referred to as the " County." the " Town." and 'j
the "Schcol District." respectively) are the three beneficiaries of these [ '.
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The Coepany paid arproxicately $139 atllion in property taxestaxes.
) attributable to the Shorehas Nuclear Fower Station during the tas years'

1971-17 through 1978-79 and 1980-88 through 1982-83. Cn January 10 1984 ;

in lieu of making payment of approximately $26.2 million of property ta=es .*

attributable to Shoreham, the Ceepany decided to deposit aa amount equal ,

to such taxes (not less than $26.2 milltor.) with a third party pending j
passW" resolution of littration by the Cnepaay in New York Supreme Court. Suf f olk g ;1

1County. sce' sing review and correction cf the assessnents yf the Shoreham
property for the tax years referred to above. and for the 19E3-64 tax {i ,''

year. This action was taken because the Company believes that the County, '
the Town and the School District would be unable to refund the taxes paid

'

if the Company is successful in the pending tas litigation. The Town and
the I;ew York State Attorney General have each coomenced an action in the
New York Supreme Court. The Attorney General's action requests
sequestration of the $26.2 million and the Town's action seeks a judginent

j finding the Company Isable for the $M.2 e1111on. The Company's Tirst N,

Mortgage indenture and its General and Ref unding Indenture perlait the;
payment of the taxes to be deferred pending good f aith litigation j

; challenging the tax assessmeats. The Company believes that it is in |

A crepliance with the apolicable provision of the Indentures. In the event f , wthe Company is not r.uccessful in its tax litigation. the Company will pay j

the taxes from the funds on deposit which the Co.apany believes will be%

adequate for such purposes.
*

The PSC is currently investigating the prudency of the costs
1

N incurred by the Cot pany in the conetruction of Shoreham. llearings with'

* ! respect to filed testimony are scheduled to begin in ray 1984 before an
| A1.J . On March 19. 1964, the Company filed a motion requesting a cir-month

extension. A prehearing conference has been scheduled for March 29. 1984 i
"""

to decide this issue.
'

| The Staff of the PSC filed its testimony respecting the prudiney
of the Shoreham expenditures on February 10. 1984. Based upon $3.846

=

a billion assured by the Ccrpany in its pending electri: rate case to be the*

cost of Shoreham if it beccces operational in January 1985. the PSC Staf f
I .

.

testimony recommends that no more than $2.296 billien of the Shoreham N
costs be allowed in rate base. The Staff would exclude $104.8 million of

i_

the engineering costs as excessive. $295.8 million of construction labor
cost s as unreasonable. $610.3 elllica attributable to avoidable schedule

i
'

, . . . .delays. $539.3 million attributable to the emergene, diesel generator,

*'

problems and all costs in excess of $3.646 billion if eperation of,
'

Shoreham is delayed beyond January 1985. The CPB. Suffolk County. and *<

Long Island Cittrens in Action. three of the interveners in the prudency
investigation. in their filed testimony allege that "a strong presusption

i is raised that any expenditures on Shoreham in excess of $1.9 billion ,

through 1983 are the result of imprudence." The Ct=pany could be required ,

under certain circumstances to write down the value of its assets in the,A- the PSC disallows a portion of the Shorehan costs from the Co=pany's ' ~~

,

<

'
3 event

rate base. The effect of a disallowance en the Company's financial
,

cendition and uperating results could, under certain circuartances.*
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jeopardize the Cowpany's ability to meet its financial obligations. The'
<

Coepany cannot now determine the anount. If any, of such disallowance.
IThe Ccmpany believes that its direet restimony filed in 1981 and

supplemented in 1983. together with its rebuttal testimony to be filed.I
,'

! supports its view that the costs of Shoreham have been prudently
-incurred. In this connection on February 8. 1986, the company filed in*

this proceeding a report prepared by Arthur D. Little. Inc. for the
Co=pany containing findings based on its independent assessment of the

,

]

Ceepany's mananceent of Shoreast. The review by Arthur D. Little. Inc. j

was based on the same inf ormat* sn contained in documents which the Company j
has produced in discovery proceedings brought by the PSC ever the course
of its investigation of the prudency of the manap.ement of Shoreham, as j

~

i
well as information provided by the company to tne PSC. its consultants <

and other interested parties in a series of interviews held by them with1

; the management of the Corpany and its contractors. Arthur D. Little. Inc. 5

concluded "that LILCO's decistens and related canagement processes were <'
'

prudent under the circumstances that prevailed at that time."' ".
Notwithstanding the Company's belief that all of the costs of Shorehas ;

''

) were prudently incurred, the Ceepany's Chairman has indicated that. as 1

part of a proposal that would ameliorate the impact of including all of
"the Shoreham costs in its rate base, the Company alght be willing to

forego rate recovery which would ctherwise result f rom inclusion in rate
base and cost of service of up to $500 mill:en of shorehan's cost in

i

! return for cooperation f rom Suf folk County or hew York State in bringing ---

*

|
the unit into eparation. Even if the Coenany were not allowed te inc'.ude
such amount in its rate base and cost of service. it believes that a ..

write-down of Shoreham costs thrcugh a charge te incoce would por be
required by aenerally accepted accounting principles.

D' ' The PSC is also conducting a proceeding focusing on the rate
treatment to be applied to the increham investeent when it begins ..

,,

commercial operation. See Rares.

The Coepany's Chatraan has stated that the abandonment of
Shoreham is one option under sucsideration by the Corpany to reduce its
cash requirements. Covernor Cuomo and othrr government officials have--
suggested that Shorehas be totally abandoned or indefinitely mothballed.
Unless the PSC grants to the Cocpany prompt and adequate rate increases.'

any such outeose could well have a serious adverse financial impact on the'
3

Co pany and could jeopardite the continued ..nsacial viability of the i

' ~ ~ ~ ~ Company.

On June 23. 1982 Suffolk County began a class action in New Y:rk
Supreme Court. Suffolk County, on behalf of itself and all rateravers of ,

the Coepany against the Ccapany, and several of the centractors on the
Shoreham project. The County sought monetary relief and injunctive relief
to prohibit operation of Shorehas pending an independent desten review and |
completc gbysical inspection of the Shoreham plant's safety syste=s. The

|- - action was removed to the U.S. District Court f or the Eastern District of q

New York where a ection to dismiss was g' anted. This was affirmed b} the i -
fU.S. Court of Appeals for the Sec6sd Circuit on January 25, 1984.

s
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On June 6.1983 the U.S. Supreme Court u 6 eld the NRC's generic |

regulation concerning the envirenmental Sep.ut. of tne uranius fuel cycle
for nucicar gea;:ating plants. This had been the basis for the Lloyd-

4

Harbor Study Creup's petition for review of the Shoreham construction'

permit. In light of the decision by the U.S. Suptcoe Court, the U.S. ]
j Court of Appeals for the Dictrict of Columbia Circuit, on July 22. 1983. i

' dismissed the Lloyd harbor Study Crcup's petition.
1
'Thirteen shareowner suits have been filed against the Conpany. |

certain present and forcer directors. and certain ef ficers of the Company !

since the PSC Staff filed its resti=ony in the pending proceeding to |
I

review the prudence of the .,norehas project expenditures. All of the ,

actions have been brought in the United States District Court for the |Eastern District of New York and were filed in February and March of
j 1984. The Company is named a defendant in all of these actions.

Most of these actions have been brought for alleged violations of 1

'
4 the federal securities laws - the Securities Exchange Act of 1934 (the'

d
.

Exchange Act). Rule 10b-5 proculgt.ted by the SEC under the authority of* '

the Exchange Act and the Securities Act of 1933 (the Securities Act).

The Seidel. Muldrov and Steinhere actices have been benught as ' --

sharrowners' derivative actions; all other actiens were brought as class j

actions. ,

. <
1' '

If any of the plaintiffs in the class actions prove that damages ;

should be awardet, that amount wculd be distributed to the memleers of the a

I plaintif f clas*.es. In the case of the three snareowners' derivative .

'

suits, the e:sourt would be recovered on behalf of tne Company. ,,

g
Plaintiff Hildegard Schaul is suing as a holder er Preferred

,. Stock. All other plaintiffs are Cosmon Stock shareowr.ers. A more
detailed discussion of these settons follows: |

- Charles R. Pierce. the Company's forser theirran and Chief g
|j Executive Officer and Wilfred O. Uhl. the Co.r.ny's President and a : i

'Director, have been named in an action brougnt by Richard Wetland.
Weiland alleges violations of se:tions !! b) and 20 of the Exchange Act I
and Rule 10b-5. Ira Joel Cohen. In e separate action, also names Pierce
and Uh1 as defendants, and alleges violations of Se: tion 11 of the
5ecurities Act. Sections 10(b) and 20 of the Exchange Act, and Rule,

'

10b-5. j

Eva Mumken's action was brought against Messrs. Pierce. Uhl.
Thor.as H. O'Brien. 5enior Vice President-Finance. Michael Ctutak. a

Centen11er, and Edward Eacker. Treasurer, and Price Waterhouse. .

J
independent accountants for the Company. Also named as defendants are ;

tilyth Lastr.an Paine Webber Incorporated. Prudential Sache Securities, j
i

Inc. E. T. Hutton & Company Inc.. Lenr.an Brotners Kuhn Loeb Incorporated,
and Phibt.,-Salemon Brothers Inc. These defendants or. in certain j .

t '

I i

'

|!
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instances. their predecessors, servec' as underwriters in various offerings
of the Corpany's Cermon Stock. Musken alleges violations of Sections 11'

; and 12 of the Securities Act. Section 10(b) of the Exchange Act, and kule
' 10b-5. j

.
..

1 Reba Seidel's a: tion has been brought against Directors f
<

Fortunoff. Coldberg. Paterson. Talcago. Catacosinos. Ciffen. Pyne and i J

!Vineyard Messrs. Pierce and th1. O'Br.en. Winfield F. Froom. a former {,

9 Director of the Cocoany, and Director 'ohn D. Maxwell now deceased. 1,

Plaintiff Seidel alleges mismanagement in the construction of the Shoreham
Nuclear Power Station and mismanagemer of the Cc:pany's IB: participation g 1

in the Nine Mile Point : nuclear plant project. She relies in part on the '
recently fited test; mons of the Staff of the PSC in a PSC investigation of |,

6the prudence of Shorehas project expenditures. The plaintiff seeks to
Irecover as damages the excess of the cost to cerplete Shoreham over its *

original estimate, as well as the Company's expenditures f or Eine Mile
Point 2.

The sait brought by Joseph Silver and Lois Silver is !
substantive 1 the same as the Welland action. Messrs. Pierce and Uh1 are {i f
defendants. 1

,,

' ''. 1

Alvin M. Feder has begun an action against Messrs. Pierce. Uh1 <

and O'Brien. The feder case alleges violations of Section 10(b) of the
-

i
i .Exchange Act and Rule 10b-5. ! |

Ceorge Bronhete has begun an action against Messrs. Pierce. Uhl. [ '

O'Brien. Crumak. Catatosinos. Fortunof f. Fromm. Cif f en Coldberg. Marvell. I
i

1 Pyne and Talmage and Mrs. Vineyard. Blyth East =an Pat ur Webber
Incorporated. E. P. F.utton 4 Cocpany Inc.. Lehran Broteers Kuhn Loeb j

--

incorrerated. Prudential-Bache Securitics are also named as defendaat
1 representatives of a class consisting of all of the underwriters which --

participated in the Company's November 1982 public offering of Co= mon
,

t.
Stock. The Brenhete case asserts claims under Sections 11 and 15 of the

| I
.

Securities Act. g

! '

The two separate coeptaints filed by Donsky. I.evin & Cashevsky. [ i
'

Profit Sharing Plan F.C. and Elaine Carfinkel. r.a=ing Messrs. Pieres. Uhl.
O'Brien.Caunak Eacker, and Price Waterheu e as def endants, are
substantively the same complaint. The Densky and Carfinkel actions are . . .

based on Sections 10(b) and 20 of the Excnange Act, kule 10b-5 and , ,

violatices of common law. ; "

The defendants in the action brought by Barnett Stepak are the* -

same as those in the Donske ar.d Carfinkel cases. Stepak claims violations
of Section 11 and 12 of the Securities ACE. Section lOtb) of the Exchange ,

.

Act and Rule 10b-5.
'''

In the action by Hildegard Schaul. Directors Catacosinos.
, Fortunof f. Cif fen. Goldberg Mackay. Paterson. Talcage and Yineyard are

d

.

'
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named as defendants. Prudential-Rache Securit Inc.. R!yt5 Eastman ,

Paine Webber incorporated. E.F. Mutton & Comp.ny Inc. -d Lehess !ra*hers |
'Kuhn Loeb Incorporated are also named > defendant te. 9tatives of a , 'd;

1o
class consisting of all of the underwriters which part: *ed in the

Company's August 1983 public offering of Preferred Stot schaul is based q'*

solely on Section !! of the Securities Act.r i
J 1

Roberta Huldrov's complaint names Hessrs. Pierce. Uhl. O'Brien. } ji

i

Cruzak. Eacker, present directors Catacosinos. Fortunof f. Cif f en. ; ,
'

'Coldberr., Paterson. Pyne. Talmage and Vineyard, and Senior Vice President i
'

James W. Dye Jr. as defendants. The defendants in David Steinberg's suit
are Directers Paterson. Cataccginos. Talmage. Ciffen, Coldberg. Fro =m.
Pyue. Vinevard, and th1. former Director Pierce and Messrs. O'Brien.
C a ucak. L.c h e r a r.d Dye . In the .Muldrew and Steinbert suits, the

|

plaintif f s allege violations of Sections 10 and 14 of the Exchange Act and
Rules 10b-5 and 14(a) promulgated thereunder. Plaintiffs Muldrow and
Steinberg clats that certate of the Coepany's proxy statements sete
misleadir.g and f ailed to disclone material f acts and thac the individus1,

defendants disseminated false and misleading reports, press releases and
financial statements and manipulated the securities market and cocnitted
acts of fraud, negligence, breach of trust and mismanagement. The Puldrew
and Steinbere coeplainte seek to recover, as damages, the dif ference <

between the critinal estimate of the cost of the Shoreham Unit and the
actual amount e.npended and to be expended for its completion and demand #

! judgment for an accounting and for a rescission of certain benefits and f -

,

contributions. made for on4 on behalf of the individual defendants. to * '
j
' executive compensation plans. 1,

.

in general. the plaintiffe in the class nettons allege that over .

A 1a period of years. the defendants either individually or in concert.
failed to take adequate disclosures respecting the cost of Shorehas and '

the manatement of the construction of the unit eade materially faise and.

_,,, misleadtrg stater.ents, and. In some cases, artificially inflated the
Company's net income by the inclusion of a portion of the allowance for
funds used during coastruction. The allegations cf miseenstemert appest

ito be based either upon reports appearing in newspapers or statements
iappeartog in the testicony of the PSC filed in the prudence investigation '

of Shoreham. The plainttif s. in their respective lawsuits. seek damages
deterutned to have been sustained by them and the other class sembers. '~'

The classe. alle2ed to be represented in the separate lawsuits vary: in
the lawsuits alleging violations of Section 10(b) of the Securities '

Exchange Act of 1936 and Rule 10b-5 protu1 gated thereunder, the longest
class period alleged is between January 1.1978 and February 10. 19848 in
the lawsuits alleging violations of Sections 11 and 12 of the Securities

| ]
Act of 1923. the classes include certain purchasers of Common Stock
through the Ccrpany's Automatic Dividend Reinvesteent Plan, the purchasers ,

i of 8 million sharet of Cecmon Stock thiough a public ef f ering in November ;
>

1982 and the purchasers of 4 million shares of Preferred Stock through ai
<

public offering in August 1983. J
<
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!The Cerpany is still in the precess of analyzing the claims made
in the class a:t:~ns and derivative lawsuits. 71.e Company will cppose the ,

litigatlon.

On February 9 %. the Company suspended r.viodic paycents for =
.

its 18 share of construction ecsts of Nine Mile I'nint 2. a nuclear ,

*| generating unit under construction near Oswego h w York by N1stara Mohawk
g Power Corporatten aa agent for the cetenants. The catenants of Str.e Mile
! Point 2. f r: vition to the Company and hiaCara Mohawk. are NYSEC.

Rochester Cas & Electric Corporation and Central Hudson Cas & Electric
Corporation.

'

The Co=;'any has also announced that it held dieeumstens with the t'

other cetenants respecting the Company's continued participation in the | |
' Unit. The Cc=pany has learned that the other co-tenants have ee-eenced g' ;
,

discussiens as to appropriate courses of action with a view toward I .

| '

ccepletion of hine Mile Point 2 consistent with its present schedule. The
Company has also learned that the other rotenants have discussed tne
possible consequences of abandonment of Nine Mile Point 2. if at

!arrangement cannot be afteed upon. Niagara Mohawk has notified the
Coopany that it considera the Company to be in default of its obligations
to the other cottnants and has demanded payment. Niagars Mohawk has also 1

iadvised the Company that it may institute litigation against the Company
and that such litigation could result in encumbering, diminishing or, <

4
4 eliminating the Company's interest in Nine Mile Point 2. The outcome of

'

the Company's suspension of construction payments cannot now be
' <predicted. See Notes 4 and 7 of Notes to Financial Statements.

*

Niagara Mohawk is currently reviewing the costs and schedule for [ |

Nine Mile Intnt 2. last esti=ated to be 54.2 billion with cormercial
g operatic,n in late 196f.. This estimate assumed direct construction
i er; cnditures of $418 rittlion in 1984 However, the Cotracy has been .

''

advised by Niagara Mshawa that such construction expenditures in 1984 are
inew expected to reach $615 million. The Company's share of the total

estimated construction empenditures in 1954 is approxteately Site eillion. 4

of which approrinately 611.5 million had been paid prior to the deelston <

|to suspend paytents. 1he Company's 1984 finsneina costs for Nine Mile
Point 2 are ettfeated at approximately $65 militun. The cost of the i

I
Company's share of Nine Mile Point 2 at Deces.ber 31. 1983, before giving
effect to $85 tillion of federal snecme tax effect resulting frem the-

interest portion of such cost, was $585 million. The $585 million ,

consists of $362 million f or direct constructien costs. $7 millir,n for !'
I'

nuclear fuel fo* the test and $286 million of financing costs before
reduction for any income tax effects of the interest portion of such

Of the $585 million of total costs 1570 million has been financescosts.
through the Construction Trust. On March 29. 1964 Niagara M hawk advised
the Cercany as to the results of the current review. See Note 11. !

a

Subseeueet Fvent (unaudited) of the Notes to Financial Statecents.
i

'

The energy program proposed by Covernor Cuoco on February 15.
I,

19e4, the outcome of which is uncertain, would include actinns to limit1

the Company's investment in Nine Mile Point 2. the developr.ent of options'

1
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for the cotenants to assume the Company's share of Nine Mile Point 2q. irvolvement of the New York Power Authority in the unit and a phase-in of
g Jthe costs of the facility.

l
<

|
In July 1981 the PSC released an audit report on the Nine Mile j

~

Point Unit 2 preject prepared by Theodore Barry & Associates (TB&A), a ,

consultant selected tv tha PSC to provide an independent assessment of the '

project. Among other r tters reviewed by TB&A were the reasonableness of
the cost and schedule estimates for project completion. TB&A concluded q

that the cotenants' construction estimate was reasonable and that a 1986 '

ccez:ercial operation date was possible, but in their opinion, schedule ,W
slippage of a year was likely and future regulatory and econoalc $
uncertainties exist which could add signif'.cantly to the ultic. ate cost and

'

the time required for completion of the project. A PSC staff report ]
released in September 1981 estimated the total cost of Nine Mile Point a

l'ait 2 will be approximately 54.9 billion based on a 1987 cot:mercial (' j
operation date, rather than the cotenants' current estimate of

lapproximately 54.2 billion and a 1986 cor.mercial operation date. '

Excluding financing costs, the PSC staf f estimated the construction cost
; at $2.9 billion. The catenants' currently estimate the construction cost,

at $2.65 billion. The staff report concluded that completion of the plant i'

would be more economic than construction of new coal plants. Following i
the release of the staff report. the PSC entertained a proceeding en'

investigate the financial requirements and economic impact of completing' ,

the project.

| In April 1982, the PSC concluded that continued construction of
*

the plant was warranted. The PSC also adopted an incentive Rate of Return'

Plan (IROR) to provide an added inducement for timely and efficient
ccepletion of the plant. The Company had opposed the adoption of any

;
1ROR. The IRnR establishes a system of rewards or penalties based upon

' vi. ether the plant is completed above or below a target cost set by tl.e j
PSC.

The IROR will be applicable to all prot;,ective Nine Itale 2 costs, i ,

'
including allewance for funds used during construction that are required
to complete and bring the f acility into service; the target completion *

cost will be $4.6 billion. The cotenants and other parties will have the i

opportunity, at the tire rates are set that include hine Itile 2 i,

expenditures. to requent modification of the target figure for increased ,

or decreased exper.ditures resulting f rom extraordinary events. In ,'

addition if in uy future rate proceedirig the PSC cakes any ratemaking '

adjusteents which are inconsistent with t'e PSC's present AFC assumptions.
the target figure will be adjusted accordingly. The IROR will only apply
to the equ;ty portion of capitalisation. It will be calculated by j .

'

|
applying a ccnstant sharing factor of twenty percent to the change ini

irevenue requirement occasioned by any cost overrun or underrun from the
p J -

target figure. The twenty percent sharing factor will then be allocated
' among the cotenants arid applied against their respective returns on ccamon,

equity to either increase or decrease such returns. The targer (normal)
(

,
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rate of return for each cotenant vill be set in the cotenant's rate case
ir-ediat ely pre-ceding plant ce:pletten. Any IP.ok-induced reductinn in the' '

return on ce--on equity applicanle to prospective investemnts in the plant , y .

*
will not exceed one-half of the normal rate of return and acy reward or *

.. f| penalty resultier. f res the IRCE wil' be teple-ented through a one-time - '"
.e

I adjustrent to each cotenant's rate base or through an equivaient ,, -

I amortization to income.

[ l
s

]
In addition to the varinus IROR propos.ls, the PSC established ac ,

8 I on-site independent tenitoring team of experts to follow the progress of
censtruction. The PSC also gave notice to the cotenants that it would N, , ,

t.

adopt a strict standard in reviewing the prudence of costs inrurred for .

''
cocpletion of the project.j.

De CPB and a coalition of various gevernment of ficials, citizen1

I groups. environmental, research, and other associati es requested the PSC \'*
,' to reconsider it s dec;ston. The Environmental Defense Fund also requested

%
1 reconsideratico by the PSC and argued that the plant should not be. -

ccepleted. The PSC denied the requests. In December 1982, a coalition of
! public officials and puolic and private associations led by the bew York *

State Consu=er Protectiot Ecard and the State Attorney Central 111ed a
petition te New York State Supreme Court. Albany County, seeking to annul

,1 - the r$C dectaton which f ound that continued construction of Eine M!le
*

%,

-m' Point 1* nit 2 was warranted and to stay further construction at the plant.
*.

The proceeding was transferred to the New York Appellate Division. Thirdi

Departrent. in November 1983 ti.e Appellate Division confitned the p.s

,; $ determination by the l'SC and diseissed the petition.
,,, ,

e'
'Wue? car Plant freurance: Insurance coverage during construction'

*

of a nuclear Ftneratir.; unit f or potstble physical damage is provided by }'
-? All-51s's Freperty Daesce policies issued by American Nuclear Insurers and p -.

.

by the MJ!st! Atoste ir.ergy Reinsurance Pool. The Company has obtained
$&60 utilien of such ceverage tor the Shoreham Unit. At December 31.

3 s,--
*

^# I 19f 3. the Co pany's censtruction expenditures for the Shorthas init were ] ~7
* *

approximately $3.2 billion. and the insurable salue of the plaet.
d excluding nuclear fuel on site. vas approximately St.8 billion. The \,

i | Cc=pany has separate ceverage f or worker's ceepensation and third-party '.4
*..

4 liability clat:s aristeg from activities et the Shoreham Unit. Property s
N-* b% damage ceverage including da-age resulting frca nuclear contastr.ation of
- -$460 elllio- and in greater ascunts. if available. is contemplated when' .

[

.| the Shoreham icit loads nuclear fuel and becoces crerational.
.J 7

|
Third-party' bodily injury and property damage coverage arising

*
,

" - ,'

out of a r.uclear occurrence at Shoretsa of up to $$f,0 callion is available l

w f rse Azerican huclear !nsurers and f.ca the owners of operating nuclear
i reactors an the U.S. T?ese ovvers. currently tu bering 84, may be * h,

assessed up to SS millien per nuclear accident. but not in excess of $10 q''
'*^

m11] Ion per year, under the previsions of the Price Anderson Act. 4
*
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', At kine Mile Polet. the evners cf Unicy I and 2 currently have'
<

'
,

< irsursace coverage of $460 million f or rme;ble pysical dacare as well as
.coverare during construction for worker's cc pensation and third-party'

11ab111ty clates. The Company has no interest in Nine Mile Point tatt ! .'

'' '7'
which is owned and operated solely by Niagara Mohawk. At December 31'

i !*83 ti.e Cerpan3's share of the construction expenditures for Nine Mile'. . ,

Pelot Unit 2. escluding nuclear twel wan ar-pecuttately $570 million.M 3 <
,

before giving effe t'to tax effects related to the interest partion of the
Q *V.f' ,, 1'

\ '
,

tetel costa. The eurable value of the Corpany's share at Decesser 31.
~A \
g"b, , d - * 2.'' including the Ce:pany.' anticipate that property damage coverage and .

- 1983 yes approsatatelyyt284 r1111os. The owners of Nine Mile Point Unit

'- ' M third-p. arty liability insurance, cc parable to tha' avaliable for the ''

, w '. Shoreham Latt, will be obtained for Eine Mile Point Un.'. 2 at the*

' i{i '
4

N ' apprepristJ time. '
.

'
.

<
}v The Company has received approval f ror. the PSC to participate in' 1

a tutual inscrance corporation. Nuclear Ele.tric Insurance Limited \l' 9

% (NEILl. HEIL. a Berwuda cor pcration, will provide insurance coverage f or
' .the extra expense of obtaining replacenent power due to prolonged outages

>

(more than six months) of nuclear facilities. This expense is cet covered -*~ , , '

a* I bv existing insurance. The policy essentially provides up to a maxinua of
$2.5 million pc veek. Rettbursement would then be available for one year ,

at IC01 and one' additional year at 50%. of the weekly sademnity. The
Coepany would spply f or a $2.5 et111oo weekly indeenity. The annual cost,, ,

of the coverage wculd be approsteately $1.5 millten for each single gN
i

'# nuclear unit site. The Company anticipates that this cost will be
*

= 4 3

| recoverable in rates. .

d s ; \
+ Nc

1 fevtreneenet The Cc pany is subject to federal, state and local'

3 laws and rctulatacca dealing with air and wae er quality and other Qu entironmental tatters. It is not persible to ascertain with certainty if
-~'h),1,

,

? or when the warleva required govern = ental apprevals for which applications

Q%| have been made will Le issued; whether, except as noted below, meditional
-j f acilitics or codificatiens of existing er planned f acilities will be * .'

< '

l required; ca. generally, what ef f ect es(s. ting cr , future controls may have ' , ..

*q unon Compan* operations. Except as set'forth t.efg a. no material ,

g,

. J| prcceedings have been cormenced or, to the knowiec e of the Company, ares'

contesplated by any federal, state erstocol arenr4 against the Company. ,.

.\ g nor is it a defends-t in any ratertw1 litigatten Oth respect to any %;f.,
-! c. attar relating to tie protection of,the envirrnment.

*;

! I' ^ %_I --iI In 1984 and 1985, the Co-pany anticipates exsenditures of
s

$9.5 a1211er and 45.2 million. resrectively, fer environmental projects.Ii - of these aeounts. $6.5 million and $.27 tiliton represent the 1984 and p
-

\ O.
,' 'k

1985 costs of environrental f a2111tles f or the Co:pany's nuclear units. g.
#

:. M.* * , s
.' 2i watert t'nder the Federal Clean Water Act (the Act). the Company -.4 t-'

-is requirFti Atein a verste to cakd any discharge into tre waters of '...

. '
I'"*

T the Cntted States. Pe-C tr were received frem the Invironeental . . , ' ,
,

w Protection Asency (EPA; in 1975 f or then exist 14 generating s' :1ons as'

'

4''' . yi
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~. a well as fer the facility under ccmstruction at Shatcham. The Company
<

cbjected te. and EPA stayed. several requireacnte concerning limitations
on thermal and chealcal discharges.q

Thc** permits espired on various dates in 1980. The DEC has
jurisdiction to grant renewals. As discussed below. the DEC has issued
final deter-inations in the form of "second round" permits for some

| facilities and intends to lasue such determinations for the retaining
facilities. The conditions of the cristing perr.its that have s.ot been

*,

stayed will continue in effect untti the DEC issues finsi determinations. - --

With respect to the Ceepany's existing units. ''second-round"
permits have been received for the Northpert Power Station and the Port A
Jefferson lower Station which allc,w the continued use of the existing
circulating water systems which have been determined to be in compliance- - - *
with State Water Quality Standards. The permits also allow for the

g. cor.tinuei use of the existing chesical treatment systems. The Company has
also received a "second-round" permit for Shorehan which will allow it to1

operate with the once-through cooling water system that has been,
,

constructed at the site. The Co=pany saticipates that the second-round *

permits f or the remaining units will also contain certain provisiens that .

'
. <

will allow the Compauy to operate its facilities with the existing cooling
water systems and chemical treatment facilities., .

.

- t
Aft: Federal. state and local regulations affecting new and, . -

'

.

existing eIectric generating plants govern emissions of sulfur dioxide,^ #

f
oxides of nitrogen particulate matter and the visibility of emissions. .

The sulfur content by weight, of the fuel oil being burned by the Company
| in enepli nce with an EPA-approved Air Quality State laplementation Plan

N (Implecentatinn Plan) administered by the DEC does not exceed 0.3 at ite,

New )erk City f acilitiesi 1.02 at Port Jef ferson Units I and 2. 2.81 atQ Northport teits 1. 2 ar.d 3 and 2.82 at Port Jefferson Units 3 and 4. and
i <

j
' " 0.731 at Northport Ur.it 4. all in Suf folk County 10.311 at the Glenwood1

*

|
and C. F. barrett Units in Nassau County.

.

The major portion of expenses resulting from compliance with the
-

'

federal. state and local regulations mentioned above is the cost of
l

icw-sulfur fuel oil. (See Fuel Suaply 011 and Fuel Surelyr Cas).
~. .. ,

'*

Substantially all amounts paid my the ccepany for fuel oil are recouped.,,
'

[ through the Cetpany's electric rate schedules. .

'

Special limitations of the laplementation Plan permitting the useM i fuel oil at Northport Units 1. 2 and 3 and Port-of 2.81 sulfur content <
: Jefferson Units 3 and 4 are effective throuch Septesber 24 1984 The

- ' .i i

;
f 1 Co:pany has applied to DEC for a further extension of these special ..

, ''''-

.

limitations. The energy progras preposed by bew York Covernor Cuomo on'

* * ' '_ I februsty 15. 1984 supports continuation of these special limitations.
D. =-.

the Cempany filed an application with the DEC 'i On August 26. 1982,
I 1 f or permission to continue to burn, f or an additional three years.1.51<*
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sulfur cer. tent fuel cil at the Ceepany's i.. T. Barrett generatir.g plant" ;
and 1.C sulfur content. fuel ot!.st the Cc:ppy's Clewood generatingc

1 p 1 Mt . T1.e DEC has not acted on this application. The special
licleattens espired on March 6. 1983. These Urtes are now unses the sorei f

_ -

expensive 0;371 sulf ur.oll or natural f an.' +
.

< - (. * * fervite, fu'*riv and premertvt Tor the twelve tenths ended*' [ ,

Sef etber' ;',. A vi). ,t he Ce::pany sole app rerinately 47,566.000 deistheras of
-gas. ;$ ales to firm cutterers represented approximately %91 of total gasi

<[ Jalat and Q7 of th it'.e ted gas revenues. Approximately 631 of total gas~

" S'1 reverves was'derhed item reendential customers and 27% from firm-

i cozzercial custeners. 4.1r.ost all of the remaining IC: was derived fres
sales te leterruptit.le custemers. Residential and comoercial space**P *

L heatine custor.er sales account for almost 72% of all gas sales and
N represect 492 ef all gas custoners. The average cost of natural fas

. ]
-

f,
. ; < delivered ts the forpsey iros.h its suppliers (including such gas withdrawn

,,

f ren storage) war /54.10 per dekathers for the twelve sonths endedf- ~
s

Dece.her 31, 190. Tht- Cempany raperienced a record system demand of*

- *416.656 dekatherus on January ;7.1982. ,

/
The Co: pan >'s natural gas supply is provided by the purchase of

firs gas f ree three derestic interstate pipeline suppliers -
1 Transcentiner.tal Can Pipe 1.ine Corporation (Transco). Texas Eastern> - * .

'" Transmissien Corporatton (Texas Eastern) at.d Tennessee Cao Pipeline
Corpany (Tennessee) - under long-term contracts with nominal erptration'

dates threwgh 2f'0. Such contracts and centinotty of service thereunder
i

af ter es;1 ration are now subject to the jurisdiction of TERC. The Company'

also purchases storage service f rom these pipelines to meet the higher "
custoter detands dur*ng the winter period. ,

The Co pany has approximately 1.0 million dekatherus of long-terz
storage service f rem a gas storage field in upstate New York operated by

-c;
,

Honeoye Storage Cerporatien in which the Company has a 23 1/31 equity
.

interest. Consc11dtttd, Edison Company of !.cw Ycrk. Inc. and The hrsoklyn ,

, l'oien Cas Cempany stro have equity interests in Honecye Storage
Corporaties.

a'
In rece'st years the Company has obtained additional natural gas'

! fres a tm=ber et supely sources on a best ef f orts bests. The Cc=pany is
' /s

'

h negettating with a must ** of corporations to secure additional gas supply
- for the $useer 1984 period. . -x

o

'. / Subsequent to the end of the natural gas chartage in the 1970's,,

the Cc:pany has, on five occasions since 1978. applied for end re:elvedj
,frc: the FSC pertission to sell additional quantitles of natural gas. The.

last such increase autr;orised an annual firt system requir sents level of,

., 46 billion cubic feet (equivalent to 48.9 elllien dekatheres). Sirce the
'

-

' ' . , end of 197P. the number of residential gas space heati .g customers has *

( increased by 39.MO. or 29I. sost of whom had previously used gas for s

g other purposes. Because the Company's firm gas requirements were ,

;.' i

.
' .',
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/, approaching the level of 48 billion cubic feet. the Company has been
restrict 1rg applications for service from new and certatn existing
nontesidential customers. In March 1984 the Ccepany filed proposed*

tariff char.ges to allow attach =ent of small nonresidential space heating
gas loads. There are no projected rurtsileents of the Conpany's
contractual entitlements from its pipeline suppliers for the 1983-1964
heating season.

,

The Naturs1 Cas Policy Act of 1978 provides for decontrol of the ,

. price of certain gas beginning in 1985. Such decontrol vill probably
icpset upon the price and supply of gas. H0 wever, the Company cannot
predict the effect of decontrol upon earnings.<

- j j "Se Company has a liquefied natural pas (LWC) plant with a
storspe capacity equivalent to about 620.000 dekatherms of gas and

/.f vaportretten facilities which add 103.800 dekatheres per day to the peak
,

capability of the system. This plant utilizes gas delivered frem the; g", Cnspany's pipeline suppliers. The Cospany also has propane f acilities.. , . , designed to produce 42.300 dekatherus per day for peaking requirements., e

Storage tanks for all of these peaking facilitics were substantially
filled to capacity at the beginning of the 1983-1984 heating searon. The *

*

Company has suf ficient gas surplies and gas under contract to satisfy its
fire customers during the balance of the present heating season.,

1

The Company is also en equity owner of Boundary Cas. Inc., a
corporation formed with 13 other tas utility companies to act as a
purchasir.g agent for the importation of natural gas from Canada. Boundiry
Ces will r.ot be an operating utility and will not construct any

l facilities. The Coepany's original equity share was 12.9% and its share
of the total deliveries requested by Boundary was 8.4 elllion dekatherusq '

.
# ~ per year.

In 1982. ERA issued an order certifying that the propened taport
of Canadian gas by Boundary Cas is in the national and reglenal interess,
and that the price is reasonable. On January 27. 1983, the NEB issued an

' order which. among other things, granted export licenses f er approximatalyy SC: of the volume requested by Boundary Cas and four interstate pipelinesy
i serving the northeastern ||nited States.

|/ ]
Subsequent to the NEB order, the Company reduced its share of the'

/ Boundary Cas to an equity participation of 2.71 and an annual volume of ''"7'
abot.t 0.9 ef ilion deketherus. The reduction was taken up by other
participants.

-

TERC hearf r.gs relative to the icpr.rtation of Canadian gas by .

/Boundary ant the installation by Tennessee cf additional transmission
pipeline facalities to deliver the gas begar on Dacember 14. 1982. In g,

%
i mid-1983. TERC consolidated all related import projects utilizing Niagara,, , ,

,

' New York, as the point of leportation. The parties involved in the
consolidateo proceedings successfully negotiated a Phase I settlement.

/ ,'.*
S
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which was filed with FERC on Dececber 17. 1983, and approved by it on j
January 26. 1964 The Company will not receive any gas from Phase 1. A ]

ftase 1A settlement was filed on tarch 16. 1984 The Cerpany weuld
Lqreceive 2.!00 dekatheras per day of pipeline gas from Consolidated Cas ,

Jupply Corporation ber. inning about November 1. 1964 subject to appreval by<

FERC. Hearings before TTRC on Phase 11. which includes the Company's
purchase of gas f rom Boundary Cas, are espected to begin later in 1924. ,k

;

The Company has joined with other New York State gas distributin
Jcompanies in an exploratien and development program in the Culf Coast

area. Fro = this effort, five commercially successful Cas wells have j'

,

resulted. Cas produced under this program is beint sold to nearby 1

1 pipeline companies.
i

,

The PSC is investigating the Company's practices involving safety /
j' checks of P. active gas lines. If the PSC deterrines that a penalty should j

be assessed for violations of the Katural Gas saf ety Code. the penalty j
could be as high as 55 million. a

1 N
'

Reeulstion and Accountine Centrols: The Company is subject to s' g

9 regulattoo by the P5C with respect to rates. issuance and sale of g

securities, adequacy and continuance of service. safety and sitinp,of =

]j
, carssin facilities accounting, conservation of energy. management'

m#: effectiveness and other matters. To insure that its accounting controls
*

l''''-. and pr6cedures are consistently maintained, the Company has created a
,j program which is tienitoring these controls and procedures. The Audit

i tecnittee of the Ceepany's Board of Directors. as part of its ] ,responsibilttles, periodically reviews this etcnitoring program.
s

2 -

|
The Company is also subject in certain of its activities.

including accounting. to the jurisdiction of the DOE and FERC.<

Corstruction and operation of the Cocpany's nuclest facilities , ,<
#

|
are subject to regulation by the NRC.

t=sicyee blations: At March 30. 1984, the Company had
''1

-

approxic.ately Su u ccpicyees. Approximately 2570 of these esployees
belong to Lecal 1049 and apprnximately 1300 belong to Local 1381 of the g, '

3 Internattenal Brotherhood of F.lectrical Workers (A.F.L.-C.I.O.). Current a
Lcontracts with the unions expire in June ut 1984 begotiations on new

cmntracts will begin within the next few months. j
*

i

By order dated June 3. 1981, in an action entitled Joseph Bailev. J'

j !!!. et al. v. Lone f aland tirhting Ceanany, the United States District ,

Mi Court for the F. astern utstrict of I.ew York conditionally certified a class ,

,

'

|
of plaintiffs in a racial discrimination suit which has been pendang
before the Court since 1978. *his order is subject to future review by J

| , , the Court. including a reviev which could decertify the clasc. The ,

l | complaint al*eges discriminatt.iy employment practices by the Company 1

i beginning to 1973. The Company believes it has c,eritorious defenses to
1

1
i

!
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this .etion but cannot presently deterreine the cxtent. If any, of its
'

| potential liability.

l
'

: Ites 2. Properties j

i
The location and general charneter of the principal properties of i

,

the Cewpany are described under the headings " Business - Electric Ser"*.ce
and Property" and " business - Cas Service. Supply and Property" under ites , ,

1. businees, above.
,

. Iten 3. Legal Phoceedings

Certain caterial legs! proceedsnps in which the Company is a party or
j which may affect the Company's property are disclosed under ites I
! Pusiness.

'In addition to those proceedings, the following legal proceedings

] are pending j
.

*
Kroll v. LitCO: A group of electric space heating customers ef the

| Company co=menced an action in July 197) in the New York State Supreme ] -Court. Nassau County. alleging that the Company had fraudulently :i

l induced them to conveet their houses from oil opace heating systens to j
electric space heatise systems. The plaintiffs are collectively

Lseeking 50.6 millien for alleged compensatory damages and $6 21111on .

as penitive dar.ates. The Company has served its answer to the
I ce=pl.= int denytng the allegations of fraud and misrepresentation and

does not believe there is any serit to this action. j

'
Ruhln v. LILCO

,

,. .
' on January 5.1984 Judge John R. Bartels ef the t'ntted States

J

District Court for the Eastern District of New York dismissed ,!
'

, 1plaintiff Ceraldine gubin's class action complaint against the Cotpany#
and the underwriters of the Cn=;.anv's offeting in 1980 of its Series T !
Preferred Steck. The suit was cc.a.enced in March 1983 allegirp that 3

-

'
shares of Series T Preferred Stock liad been purchased in reliance upon

i

en allegedly false and misleading description of the tax status of the'

stock met forth in the prospectus.

Judge Rattels held that all of plaintif f's claims were j
, " frivolous" and ordered that attorneys fees incurred by :he Company j

and the undereriters be assessed against plaintiff and her attorney. <

'
Plaintiff has noticed an appeal.

-
,

~

M

Pecole L'ho Care. Ltd.. et al. v. Lit.CO. et al.

In February 1983 a New York State Supreme Court Justice disatssed
a lawsuit that woald have prohibited the Co pany fro = declaring or i
paying dividends on its cc= mon or preferred stocks and would h,ive

i. i :
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suspended the interim electric rate increase granted by the PSC last ;

$
> 4year. Ths proceedan; was brour,ht as a class action by a business

) association and *everal cc%cretal nud residential ratepayers against
:1'ti.e Cocpany and the PSC. This dismissal is subject to appect.
1

Ites 4 Submission of Matters to a Vote of Security Holders j
i
*

Not applicable.
i

| '
~

.
| % ' Part II. .

| ]
for the Re5 strant's Common Equity and1Ites $. Market

Related Stockholder Matters'
i

information respecting stock exchanges on which the Company's
Coeven Stock is traded and the high and lov sales prices for such stnck jj

a

appears in Table 11 of stem 6. Selected Financial Data,
. j]
|

At December 31. 1983, the Ccepany had 180.291 holders of teentd
of Connon !tock.'

1
Information respe: ting dividends en the Company's Common Stock. -

including the f requency an( ascunt of such dividends during the past two a
L1yes n. is met forth in Item 7. Panarecent's Discussten ar.d Analysts of

Finanetal Cne.dition and Restles of ooerations. .
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Ige.m 7. Mansteent's Discussion and Analysts of Fina,cial Condition and 34sults of Operatiens ' . , . - -'
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u,,,,,g,,,,,,

.
e,,,,, 5, s tas 2 to ? sa Statements regaro.ng c.smessal of cmcena ht. gat ort)

, -
*

E *.[The meresses e avera2e common shares outstancmg
.

J
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. I

-- -
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trus repchetitiac Se:e::ec Financial Data * Interma:.on
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the result of m.ic winter and tatt weatnar curmg 1963. pany s ousmess for tne roost recent inree yea's es pro- .

v.ces m N:te 8 of tne N:tes to Fe ant.a: State nee:s %.

Acc.t.onal cata for enor vers for betn etectne en: gasThe ratio of earneys to finec charges was 2 46 m 1953 ope at.ons is conta nec n tne varicusiseiet of %**cte
%

ccTevec mitn 2 42 m 1982. enc 2 37 m 1981. Tne rot o of I8runc.at Osta?earn. cgs to t.sec Cnarges anc preferred c.vice90s was
=i

7 183 en M3 cev:, ares w.tn itC m 1982 sac 187 en *-' . 1331. D0tn rat.cs are cceputec m eccoroance with
Secont.es anc E.schange Commiss on vuesd
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Revenues: Tctas reven es. mcluc g rev nues hom tho (b) The costs of ciect, c and gas twcts m 1983 1982 anou e
s

recoscry of fue cws. ".emed 5 !A 3 m.h.on, c 9 4%. 1933 . ,,,
.

..; - ; | 1
* I to 51757 6 rMaon m 1933 from 5t Ct3 5 m h.on m 1982 % ;.'

./ "**"''#"""*******e-- 2 ,.
i 19*e,pr.mardy resuiteng frem f*Jne' fcel Costs Oeve*%,es
j The Cccscase +n 1' 32 f ac'm 1051 mas $313 m.u.on. ors " # ?I

| '**"*8+* ssisa ssei s ssaa rtr.wted from sa es of e:ccteicdy a *d gas to tne various
classes cf tne Cumpany s custumcrs are shcan m cetast 7"thee==

usa m oss
* * ' ' ' '

e Tacles 2 and 3 of *kectcc Francial Data" Born 4-
"* * * * ' ' S '** O 5"G 1* d' electnc anc gas revenues ret.ect mcninly ad;ustments m .

*'''*** * a* cese ee.a aw= orew.esrates os a retJ' of charges. betn wD and Oown. en tne *
,

i
s

! * . . ' } cost of fueis for e.ectric genesation and tne cost of gas

The average urut prices of fuets e 1983 *982, and 1981 .-
4 .

The pnncipal f actors caus ng these changes m revenues mere as tonous ,

s , , , , - ~ ,

-.re -i A erece uasterae,* Soms seep seei
' ,., *

**"*a"'=
' Fostees C weeap cneaee sa nevean e ,,, g, c,,, o,,,,,eas u wri

..)* A|
-

J foe. ant ei as see e als2 sasi p was ca ,, a un
.

""0***''*" 3 ' 3S' 8 0?'
tisfwsanse w eecso==r s asa ses 3: Purcheese p'o=se "s 'a'ae 3 ans s eus .N
(2s isw ac.eeses sL7 ara ''s 'a'f>"'***-S** S' " " '3 " * ' -

~ as>craag .a pe.g,s. eno

\s c"* C**mse 31a rt si w w ,,e ,
,

1

- | T ois' se as s s ? si

'- Adestional fuel data for prior yea s es contamed m Tabies
4 and 5 of -Selected F mancial Data' [-Addst.onalinformaton about these factors. ~'-'"

.

(2) Rate inceaus Total menues net of tne abow fel -

N (1) Fucis and Purenated Power Changes between po- cosa enemana W 5 enen, or 10 h m N to 5933 0

i
rioes m the costs of ticctric fue's cu cnaseo power. andr

m n anc 545 0 m thon. or 5 6%. m 1982 to $844,5,

$ l gas fue+s were ef.venced primaroy of (a) ine min of fuets
-

used and it9 cnanges in the cost of fue:s Largety as 8'

result of tr e reet.ve s'ab hty of tne cests of e .<inc fuets Rate ecmases of 556 7 muca provced s porten of tne -

sed purchased power, customers ca.c esse'raiany tne'

I H@n m ase m mved Mt of Ms en. '
g same prtCe per ketowattnour f or taectr6Csty in 1 p33 as they MS3 N $318 rnihon ta ance of tne mercan was ca
. j cid m 1931 to a gam of $40 3 maeon from mercat,e1 electne sates -.

4, t a9c e cercase et !8 5 enen m gas saies Revenues *,

(a) Du mo 190 anc iM2.the Co roany was able to dis- "L' '*C "Om '34 '":' esses of $47 8 minion prov ced 64I r
,

u 1
place 38% anc 36. revective y. of tae o.f it wou c o*n-

of the tota! 545 0 ma..on merease m revenue net of fuels
r *

erwise have uses to gene * ate e.ecir c4 by burneg gj?* = i m 1982I and purcnes.ec power from otner ur t es Burrurg gas*>
c splaced 3 7 mahon car'e's of od m 1',53 anc 3 6 meon On dary 261982 the Company Ided m,tn the PSC'N ' <

I 3*aer m 1582 Puecnss~3 power c so. aced 5 4 mh.on* *
requests to meresse annual electr c cnc gas ratas Pu -r

- i b. *933 anc 4 5 ma ,on c,arrets m 1952 Tne Com- swant to these reovests. tne F SC perrnit1ec fne Comcany
's inat tnese ano re aiac entercnange actions to mem6se annual e.ecnic and gas revenues 516 8 md- %.

a- saw siome s a to ar cf 577 2 rMhon m 190 1.on anc 524 7 rn.non mspectiveir e'tective .ianuary 26. -

y e;A j anc: 115,2 compa'ec to the estimated cost 1983 The mcmasec ucinc rates mciucec a: pros mateey J
.. | of St s.. ecu.va:ent amou t of power on taen

$20 mnen for the c%aage from "fio.-tr rougn account-
LILCO wrn od fa ace ten electne customers'

m; to " norma 4:ec accou tmg movimc to omserw cer.n
% s.avec 5: Lon durmg 1553 and $45 5 rndhon curmg tain tas benefits of sne Econom.c Recovery Tam Act of

['78' 1982 as e .es, tt of burnseg h.;9er s/ fur od inrougn tne 81+Corepany : Ea wommeatat Guanty Control System A.s a# w ~

1 result of sharm; m sne eccnomes of cum:ng gas to*
On May 27.1953 the Company fded witn tne PSC

generate e,ecte. cay gas customers savec 5116 md. on m movests to merease annuat eiectne mad cas raws The
- ,

* ' 1983 anc 310 3 mahon m 1982 Compsey a:so recuested a tempo ary eiecir.c rats m- .. v. ,

. g C'aan suo.wi to retu a Pursuant to inese recuests. tne ,
a

!* -
The mis of fuem sic purchases of power for providmg PSC perm.ttec tne Company a te-porary e'ectne rate
the Compaar s e. ectr.c system energy recu.rements cu,.*. 'ncrease. sue,ect to re'u c. of $70 6 moon on an annualn
eng 1983.19e2. anc 1981 were as tonows t> asis ettective Scotemoer 15.1',83 On Decemoer 19. \.
F"*' arte seus wa# N' 1933. ine Company s.Dmotec Locates testirnopy to the
De an ens s.M PSC recuesting 5tt,8 5 meon en aso.t.on to Ine entenm
I'*' " electric rate mCrease to becCme et'ective Octooer 1 -

*
15Ba Tr-e PSC perm."ed the Company a permaaent gas

- . _j
1954 Tn.s aneusi re .et is mtenceo to crow'ce 55 6 won k'a' r * " * cate .ncrease of 53 9 meon aanus ry e'tect.ve .'amary 1

i*

v s ey va'en 31, 1535 e s en Deen acc.tronal re.te e
mereased to 55 6 m.scon annua'ir ettective Aprd 1.1985=.

.
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Cas saw(3) Changes in Energy Saics anc Other Changes ""'* * ~ ' ises mr us,. o

/ .? Cnang:s in energy saics to customers resuit trom
I Changes en (4)1* e nurttbCf Cf Customers and in (b) tria r nn ciswa bees

sww.ae su as a sa a
' sevel of ceasumpuon ey custorners. eracn. m tu n. mayr

'"'*5*"""""' " '' ''
be mnve..<.es by oitterences m weather cond.t ons. .

Tce r. m an os er a..

'~ena e= u si ao
(a) Elette.c Sa'es Tneenges resuned m a $318 mil->

t lion increase in eiectr.c cevenv. .n t',33 from 1932 a.id vs- Sm- se 4rs oe ua
'#'

. a 32 8 m.h.on cecrease m 19p eom .241. A S gnit. cant g o m p ,, ,,,,. g e,, . , , , , , p, , p3
C portion of tne increase en electne sa'es m 1942 =as due*,' 1

&to e prolonged not summer. Tne changes in Ine factois y br p m a me
between current anc prior comparac.e penocs were as en Taoiew 0 inc 7 of -Se.ected Financtat Data-

,

.-

. .
tonows v

||,.D,, Operations and uaintenance Espenses- Totai coeranens'.;, 1 canta==re mad anc reactenance empenses enciusiva of fue's anc pur-*

* * * ' ' " ""' ** chaseo power mereasec 1231 msthon, or 9 7%.m 1t83 toN: 5.
$262.3 milhon anc 512 7 mahon, or 5 6% m 19S2 to*\ so) seso.e heese es Cassorwsn .,w an ce4 5239 2 methon Nearly $2% en 1983 and 60% m 1M2 of'

"# U
['7$,,,,,, these total costs representeo employee wa;es and,* '

-
, ,,

^C ; ano.v.i s2 ti si benetrts
can.-a t.e. a encueman s.1 to Nv ,

Most of the encrease m 1983 over 1982 m operatrons and*
. *.

|
' Consumption by resident at customers accounts for maintenance empenses eme!usive of fue's anc pu enawcr

approumateiy ab% of sne Corapanys annual system power was cue to negner labor and matenats costs. witn
, kWh sates et electricity. Tnis is one of tne higmest propor* tne balance cue largely to n.gner aommistrative and

t oes et such sa'es m the eiectric ut.hty moustry. and gene,at costs metuomg ernployee pensions and tenet.ts. % .'N e

.M contnbutes to retet.very staoie operauons of the Company. legal services. regWatory reiated espenses and researc'
.

and devetcoment Most of the encrease m 1962 over 1961',- m,,,es seems
sem nur seet m operations ano maintenance empenses enciusive of

, s wm . .
] twe!s and purchased power was cue to h.gner taDoc and N

,,y 5,,,., s.,.
' - i nna,a use sss7 s sei matena s costs w:tn tne ec:ance attnbutaoie tocapenses .,

co--w ue. a inowsmen trar e srs 6 ese for pe s,ons. reo.c.N and cesab.hty plans se:f-msurance*

as aie sao cr a researcn enc Je.e opment IMormat.on concemmqo"w,

icw so s,-. tuo 12s** 12.5 s the c'te:ts et i,t.at.on on the Company s operabons is
**s s'.: nr conta.ned m Ncte to of the Notes to Fmancial State- .

.

.- p- ew.. .

j sn s, u nas c:n u w' mer.s Acc tional expense cata as contamec m Tsone 8. 2. -
.

of "Sewtao Fenancias Cata."

Total kWM s.3!es to resscentiat. Cofnmercial and endustnat
custome's were essentiaay tne seme m 1982 as m 1981 Other items: Feoeral income taxes in 1953 were $17.0

. It but encreasec 51% m 1963 over IS32 mdhen heer inan m 1932 in 1982. tecerai mcome ta.:es
were 3112 ruon to=*r inan m 1981. Cnances m teceral

(b) Gas Sales Approsimately 72% of the Company's men,,, ,,,c, ,,, es, p.mc,,,,,y go .. i,ons in net*

annuar system cenatneem taint saies o gas resutts from ,rgny 3,,or, ,ncome tanes. recognition o mvestmentr r'

consurnet.on by space heateg customers Accoramgty, tan creets, anc items caostai. red for financial statement, *
.. ,

total gu system reven es ano saes are heavdy m- purpcses tnat are snowed as current ceouctions on tneu
, tivencec ey seasonal temperature vanations retween Co-pany a tan retums (See Notes 1 ano 6 of the Notes

periocs eac the avanaoshty of gas for sale to interrupt:ble to Fmancsi Statements)
customers .

Otnee nems sucn as cepreciabon. opera'eg tases mte<-
4

The avernoe etn use of gas ey space heating customers est espense stoth to g. term and short-termi anc pre-
decreasec 5 8% m 1983 from 1962 compared w.tn tne te"ec civ'ceno reou rements in aggecoate mcreased.

4 65 cec ease in the numoer et ce; ee ca ys cetween the IM 6 rnelhon. or 161%. to 5C74 9 ruon m 1M3. fr: n
%

years however.tn.s cecs.ne was pa ..aily offset by a 2 5% 35M 3 mdhon en 1952. suestantialty ceser ey an 183 5
a

encrease m the average numoet et gas space neateg maaen increase m tetai AFC The merease ininese iterr.s
s

,

custome's ressting m a 3 5% oce ease m total saes of m 1982 over M1 was 547 8 mihion, or y 0% more inan
* ,

gas to f,rm s:A:e neat ng customers Sales of gas to sr. i ottset by a SL3 3 r% hon increase m total AFC 1-creases
non-space r+at ng cus'emers were uo 01% en 1533 os e .n Cepreciat.on gene * ally resun f rom tne acc. don of c: ant
1982 Sa es to eterruptseie custemens cecreasec 1;c e*, m sers.ce increasesin operating tases ara ar;eiy cue to,*

.
*

Tne average c!n use or gas by Sca:e neaimg customers DP'ar prowty ta.es resutt.ng from sne a:c. ton or new
cecreasec 21% m 1982 fron 1531 coa parec witm the plant and :ne'easec cecperty tan rates Sve and locai
3 2% cecrease in tne nu-der ct ce:'ee cays cetween the c'ess mcome a, c tranc se taxes ury witn re<enuesa

ea s powever,the a.erate ts moet of gas space beat- increases m interest crarges anc preferrec stoce am-u

/f r
mg cust:mers increased 3 fr% ressim; m a 17% meresse cee:s result pomardy hom tne sie of acoit.oaas secei< m total sa es or gas to t.rm scate exating cvsiomers r t,es anc fro ,increasec Trust borrows ;s wa.cn were

'N, I

A7.I Sa.es cf gis to t rm non-s:a:e neat g csstomers w,,e usec to finance tne Company a constr ct on arc.. u
up 6 9% m m2 over 1981. Sa.es to interrupt oie cus-

| tome s rose 1 E%
,I 44 *
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i nuclea fM propa-s laieresi chaeces on Trust ebbga- in recent years. the Company P.as essent.any rret these
-1.o-s are ca, m cc a-c .ary wan chan;es.n tne terc.ng cogetuts .tninc e crotion ot trie lc,ciot .nterna:casn

8ates of tee Trent 5 c'est canas SUCn ena'ges m'e oesel generation from opOateoes. c sci,ssed bclow
by AFC re'atec t7 Tr st iate'est so there es no eHect on -

| u
! If.e net snCome of the Company (1) Shor* term cebt has bc an futly ret. red at least orCe m N*

* ~ , ~1 CaCh of tne |.'st nine yvJrs s C'uc ng each yta' ence

AFC es a noe cash crec.t to mcome that represents the encept for 1960 when $1CQ 0 mdoon of tant loans uncer
j

cost of borro.ec funcs for construct on pu poses and a Inc Company S $250 mai.on Re,cs,.eg Crecit Ageeementr
reasonabie rate upon a ut.hty's otner funes wnen so and $18 0 mdhon of commercia' paper aere outstanc.ng

f
/ used The amount of AFC teclusnc mierest on Trust in mid-1983. ac4ust.ng to Ine pc decai ar.J requiatory

M;' ' obhgat oes meich co~esponcs to AFQ th.ctuates from uncertami es facing tne Company. the coan rai<eg et its
* perios to cer.oc mite e arges in tne cost of moaey. tne secunt'es to Deio* m<estment grace and the .:ncra.at

nt o CW'P erw of its commercia! Daxr rabngs. tne Company moc i.ec
.

r
i levet of coast'uct'on act...ir the amou
j cluced m rate case. aac reood.ca: ions in regulatory pos- its objectives to cum nate the use of sie short-term cett

s

; 6cy The a~o nt of eiectr c CWIP enetucee m ra:e base and to me ntain a tatai o cash and sno*1 term invest.
(on an.cn tne Co r.aay is anowed to caen a cas* eeturn ments of tniacen $200 rna. ion arc $300 mdaon Toasrc

' m heu cf non-casn AF Ci =as mcreased e*tecter May 29 this oD:*et.ve, m 1953 the Coa pany borrowed tne futi
1981. from $300 m....on to $400 mahon The a<erage $400 manon avadacte under its comesuc anc Eurocedar.

j amount cf e e:te.c CV.iP anowed m rate case was $400 0 Revolv'ng Crecit Agreemeets on a long-term easis Tne
m.thon in 1933 $@ 0 manon in 1982 anc $358 3 mahon Company hac cash and shon term mvestments esciuc-
m 1981 mch.ceg the $315 0 mahon reia'ec to S$oreham eng m estr ents m one Trusts to:as.ng $275 4 raithon at
in 1983. $355 0 mw.oa in 1982 anc $309 2 mdhon in 1981. ine enc of 1983 and $27.0 md: cn at ine enc of 1982

;

a LILCO AFC sesci.,cmg AFC retaiec to Trust interest) The Corapany's obrective m 1984 es to balance its cash
1

j totalec $28.s e rnanon m 1983. $2014 redacn in 19E2 anc *ece pts anc c soursements ratner inan maintaineg a set
$148 0 m.: hon in 1981. representmg 99% 81%. and 74% level of short-term mvestments
of mcome for ccmmon stock in each year, respectively.

! (2) Du mg 1983,1982 and 1981 ene masimum agg'e-i inclucec m mcome for tne years 1963 1952. anc 1981 r
'% gate sincu .t 't f *.hort le m t,ana ic,an anc CCmmercialrespeCleveiy were $6 2 mdhon.55 4 m.lhon. aac $$ 3 md- e

|
lion of AFC re stec to 19e New Haven pro,ect anc '9 8 paper corro .v.s at any one montn-end was $212 7 rn.f-,

lion at Ju e 1W $104 8 rn. neon at A o st 1982.anc $1b71milhon. $8 4 rwhee, a*C $8 4 tn ihon of AFC for nuciear n

b and coal re;atec costs for the Jamespon pro;ec: (See meh.on at FeDruary 1981 The caar a,erages of totaltank*

g
Note 7 Cf tae Notes to Fmanciat Sta'ements ) in Ju e loan and commerc.ai paper borrowm;5 were $71 ? md.n
1983.tne PSC orcered tne Co nrany 1o accrue. w.tn cer- hon. 526 8 mahoa. a,nc $M 8 m.~e.on ret pectiveiy.m 1953

/tam restrict ces a*.c le tations. Snorenam.re!atec AFC 1982. anc 1581 Tne approa mate me.ghted a,cenge
since f ebrua*y 1 1983 on a g'oss easis as opposed to mierest rates (esceuceg tne c ects of compensttirgoa

<

Ine ne' ottas tasis seuse since 1976 For fu ther c scus- ba:ances and corametment feesi on re,otveg crecit andr' '

.) s'on of the e'iect of tms aciustment on camings see cnremerc ai paper borrow.nas were 13 2% 12 4% and
-

q Results of Operabons-Earnings 18 J% respecir.t'y m 1983.1982. anc 1981 (See Note 5
5 of the Nctes to Fieancial Statements )

] Capttel onequiremen te ener Ueutstity
(3) At Decemoar 31 19631982 anc1981,theCompanys

Financial Cb;ectives The elecinc u'itefy industry is one of capita:. st.on ratios were .

the most ca;.tas enteas.ve encusines m tne worto Very.

large amou ts of cac tai must De ot,tainec to Coastruct cessnesisess n morsese e
et Deooateer J f us3 4e7 We

new gene'41 ag facod es to meet Customer cemancs for
energy To c'Ovece in s Capital. PieCttsC Ut.ht es Customar- orge s.ncisoes **ws s11% e6 6% a? ye

P'" IW ""s %m stocn 1se 13 5 14 2
ily issue s* ort te'm Pett. wneCh es repa.d perioc.C4Hy Ccw sm a-c Vs w b'a% 38.s Ms M

l w4th the pecce*cs frCm the sait of perr* ament secureties
* *N 'T*"'' 'T""*

) anc f*om fu*cs prowicec Ihroug't intemal cash gener. ,,,,T,"
alec from oC4'ahces A General CO,ective en tne incostry Capital ReQuarements:The Company s ab hty to continue

-
! ts that sete'ea' cain geegra' ion frC,m opershons las ce,

Schbec u*cer Ca:dai Pecvied) snouie prov'ce about sts p aarec CoesWc'.on prog'am metuo.ng tne Co*D'e-
l'on o' $* s'emam. Cepenes upon ime aba ty of the Com-

50% cf tne tota fu cs recuered for coestruct.on LtiCO se
pany to Coatm e to 00f3>n tne fu9cs reowrec Whoe IneuImamC64f Cc'porate oO ett ces s'So mCluoe (1) retirement Company bei. eves 1941 tnere are Current >y marmets foret all sho*1 te"n cett at teast once a year f 2) en the not.

m amou t of short term NgD Y+C Utd'ty secu' t'es suen as those of ine Com*
mal cou*se CI eve"Is a maaemu n

cebt o.rtstaac ng not escrecag $100 moon u 'ess the pany. tne Company cannot at th.s time p edict witn ce*-n
tamty *aetner it w n ca ab+ to ottam au of the cas tair as tne c.ca, ad Str ic ret. nance corapietelyCor paa n reQuitec to Comp +e as p;&need li&4 Coestruebon re"such snort ta'm cett witn long term securit.es ang
Cw'emeats :,nc cine' cap tel recu'remeats Provec.r.g t9e(3) rhamie aate cf cap tansanon ratn.s of tal not over 'd*CS to '"eet 1"e Ccreaay s cap. tai recuerements inM% icag-te'm cect mer c eg the Tr sts. fo) 1012 e%u u 1964 ecc t$erea'te* was ce cepecent upon the Co+

prete' rec a-c pre e cace stoca. anc tcp 40 3Le% com. om,y s as hty to ec serve cash t<meiy rece.pt of ace-mon stoca a-c reta med earnings owate acc t.onai rate re..ef aac its so.hty to access 19e
i

capita: rn.arkets<
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The estmated car *a: teow.rements provided shown in internal casa generation from Cpar-1.oas provioed nega-.

the table tnal ic. ows. are based on tne bliewing tive 14% cf teat construct.oo espeaa.tures m 1963.
'~ ,i

'

assumst cas til E*:'emam is reticcted m rates eNective negatwe r *e in 19*.2 and pcsit.ve $re in 1951 For in.s ".

Jsly 1,19A5. i2) t e Corr.cany es ac.e to continue to pro- purpcse. ct s" ci.on incides (1) LtLCO constiwet.on
ode the cap. tai rec.. red. less M C cNs a?) cet coes?r ct-se especcitu'es ot in-s
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Iten 8. Financial Statements and Supplementary Data
'

Statement of income for each of the five yetts in the ~

, period ended Deccaber 31, 19f3.,

a

i

Balan e Sheet at Dececher 31. 1983. 1982 and 1981.

/ Statement of Shareovner's Equity f or each of the five
years in the period ended December 31. 1983.

<

Statement of Chsnges of Financial Position for each of'

the five years in the period ended December 31
1983.i

Notes to Financial Statements.

i Financial Statement Schedules -
The following Financial Statement Schedules are submitted sa

-- %part of item 14. Exhibits. Financial %s,, ,

-

q Statements & Scheeules and Renerts on Fors 8-K. of this
,

/| Report. ( All otner i nnancial State =ent scnedules are ositted
because they are net applicable, or the required information, ,

, ' ' appears in the financial Statements or the Notes thereto.),
'

.

- Property Plant and Equipment (Schedule Y)

- Depreciation. Depletten and Acortizatien
of Property (Schedule VI)

- Short-Tars Borrowing (Schedule 11)

'
.

- Supplementary Income Statement Information
"

(Schedule X)'
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Feb rua ry 10. 1984
(Czeept as to Notes 4 and 7 which ',

are as of March 9, 1984)j.

i To the Sharenwners and
Board of Directorr of
Long Island Lighting Company'

We have examined the bstance sheet of Long Island Lighting Corpany at#

December 31.1983.1982 and 1981, and the related statements of incese.
I sharrowners' equity and changes in financial position for each of the five
1 years in the period ended December 31. 1983 appearing on pages 51 to 65.

Dur enseinations were made in accendance with generally accepted auditing,, "# 1

standards and accordingly incauJed such tests of the acrounting records[ | and such other auditing procedures as we censidered necessary in thei

'
circumstances.'

As discussed in Notes 4 and 7 of Notes to Financial Statements: -.

(a) The Company has experienced significant delavs and substantial
additional costs in completing construction of the Shorehas Nuclear Power
Station and strerg opposition to operation of the plant by the State of

a New York, the County of Suf f olk. New York and 6thers. These and other
factors have sirntlicantly strained the Ccapany's financial resources and
ability te finance its operating and capital requirements in 1984 and
subsecuent years, including costs to complete Shoreham.

,

(b) On Febru ry 10. 1984 the Staff of the New York State Public
Service Commission and intervenors filed direct testimony with the

,

Co= mission in cennection with its investigation of the prudency of the
I costs of the Shorehan project. The Staf f and intervenors allere serious

tissanagement and inefficiency thrcughout the project, and prepose that no'

l more than 51.9 billion to 52.3 billion of the plant's costs f$3.2 billion
at "secember 31, 1963; $4.1 billien esticated r snal cost at July 1. 1955)+ . .

be includable in the rate base for purposes of establishing electric
j revenue rates.

(c) On Teoruary 9. 1984. the Company suspended payments required by.-

its cotenancy agreesent with four other hew iork State utilities for
financias Lzs share of the Nine Mile Point 2 Euclear Project. The agent

*

for the cotenants has netified the Company that it corsiders the Cc:pany ~ \to be in def ault of its obligations and has demandes pay =ent and that the
, , , ' Cespany's interests and those of Tri-Counties Co9struction Trust in Nine-

- , , , - Mile Point 2. aggregating $585 e1111on at Dece=ber 31. 1963 cay oe3

encumbered. diminisned or eliminated if the default is act cured. The
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$ coterants in their filings with the Securities and Exchange Ccmission
have also indicated that the project may have to be abandoned.'

's

(d) The banks which are lenders to the Construction Trust have r
'

indicated that the Company's suspension of pagents for Nine Mile Point 2
3*aised the issue of whether the Trust Agree-ects had been violated.
d

Prepened aten:!:ents to such Agreements provide that the failure to make
such payments would not constitute a def ault cr. or prior to April 27. 1984 5

or during any subsequent period of 30 days approved by the lenders. The
Corpany would tecoce 11&ble f or the Trust's borrowings should a def ault j

| occur and the banks accelerate the maturity of the loans. If either the.

Trust or the Cc=pany were unable to cure a cef ault in the Construction I,
,

| | Trust 43reesent s, other Long-tera debt of the Cocpany could beccce due and '||

|
payable as a result of cross-defaults and resulting rights of acceleration
of maturities of such debt. |'

(e) The Company has incurred coste of $118 million net of tax in |

I'

connection with tvu abandoned nuclear projects and has relateJ unsettled |claims against it with respect to one of the projects. lufther. the,f Company has e.ade advances and loans to Bokun Resources Corporation of $18!
million f or uranium concer.traten and expended $108 millier. for procurement1

,,; of nuclear fuel for shoreham and the Nine Mile Point 2 projects. |

i4 '

I
| The Company cannot determine the outcome of the catters discussed in j
g the preceding paragraph nor the effects on its financial position or g

results of operations. Further. it cannot rive sey as:ntance of itsr
<

ability to meet its capital and operating cash requirements. 1,

I In our opinion, subje t to tue Corpenv's continued finanetal viability !and the effects on the 1-e3 financial state:ents of such adjusternts, if
![,, ...

I
have been required f.ad the outcc=e of the uncertainties iany, as alght

f
I

referred to in the preceding paragraphs been inevn, the financial
statements referred to absve present fairly the financial position of Long {

Island Liehting Company at December 31. 1983. 19f2 and 1981. and the f
,

! results of its operations anf the channes in its financial position for
i

each of the five years in the period ended Dere=cer Jf. 1983. in y

eenformity with generally accepted accounting principles consistently
applied.
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I 'de herebe cor.eent to the incorporation by reference in the prospectus
constituting part of Arendment No. I on Form S-3 to the Registration |, -

!
Statener.t (Ss. 2-71152) relating to Long Is1=r.J Lighting Corpany 's iAutor.arte Lividend beinvestment Plan, ased the Fegistration Statement on !j '

Porm 5-6 (!io. 2-59858) relating to Lor.g Island Lightir.g Ccepanv's Employee
i - - *

Stock Purce.ase rian, and tne Three EeFistration Statements on Forn 5-3
'

relating to ete issuance c,f General and Refunding bonds (No. 288577), , ,

Co-en Stock (No. 2-68578), and Pref erred Stock (No. 2-8E851), of our /.
report dated February 10,'1964 (Lucept as to Notes 4 and 7 which are as of //,

'''

March 9, 198e) appearing en p.9ge 48 and page 49. ,.
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N:t) ti. Supt't~me ntarv interrnation Concerning Et'eet et tatat on en Ne19 tant en*estment
in 1533 te.e pa;#,rme t of unostirec.aied tAant stated an termaatte L s.VCes of intiaieon (unawa.ted) n

Througnout tee c..caces coweg Wo' c vea' : *** widdy of geneemt et;41.on lJ nel tecoveratee amount e a teCwChon of . g
e l5115 m.h.on. .,ecsse y ras ceny,-t v r< eh J osi to e:cao- sis. e r,w. ate s.

rep ces e at ca':u atwt cener: ron on :ne er.c.nai | ]'(as e,'wt- se c am a x J ret poem t t-* . o,ery ut tne costc o't c' t At December 31.1983 the cost of p' ope"y .'snt. and ecu'p- :
*

net of accu awa'ec ocp'ec. anon. res'ated 80' Ceaeral 4rsw ed to r4 aor a c ete of coa rirrent =*e tecame puso- reent r
1

ter> or f,t.y cep" : .ra e any cu .- c. < a on =ce esso- sef.atan s.nce , eor of earead-tv e. .as 55 O t..:'oa =ve n stor
s.c e:td c.es t+ e * 'e o' t -oscoc t,1r a sc6e :e sw;yseed by scat co6t net ed accumuaico cepreciataan was 55 7 tahon f {e

i
Ine endwstay ass is Ce n a'e ocD*cc.4 4 ft oa t*e repfDCs*1aDR 8,

CDst(t$ss*r4 tM 1 *s o' to wie a ce''e4 a..ori f a e =9 acn The etiect oe 15m3 nt:abon an'en scecst.cany anected the [
rehecis .nf.r.an r am re-puo e.a e : a on a<a.iamo egsity on in, cc.,i c,e ,ep.ac.no me Come,any s u aep ec.ai.an n

snfosm enwes'e's of a e cVieQvenEt cf l* s e* * at.or.ary efDSO. p aal mvestrernt tLCst o' *ePaC'ng the CC,*Dany a unoepre-n r

inr2sgnest tag t.s Pe'.3 manf. tPe I r*a%4' Accou t.r:g $ tan- ceated c: Ant anves ment mas ca'Cw ett-d Dy fe*,tal.ng piant andn

prCs B3a70 (W.i Pf*C CXn4<n s'anca'es f Je Cwa'tdy#1 and re.ated accumw.8190 Cepreciat.on for snowstry ent.sSon asncs ,

proverp tfus a': -a:on to mvetto t .. e we te . eve ine ,ea, at ,,oeng.is,,, t,c.m p, eeginn.eg to ine o@ as the year. ,

i teac 01 nas ene' t 1 e eran to m.ser et.e e re-w ceces ons as less tne 1101 m.h.on merease m oep'M.ation espense ar.own
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amow .,o to $32g m,n,an in comoa,, son, tne ee ct of 19a3Cec s oas ia tae v%iv e< a nd 'o< canar at one company to n eo
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i
C. ate grpease escaa=e tas esteese nas not Dragan resisted for lars we'e teow01.cas of $3/) meloon, $219 medion. $87 mahaon,

sne s?:ec:s of e at en 1** e'tect (Ari a on c-:ns Comceny e and star m.nion, resrectiveey {
s

r

c pe cons .: t ho**i m t.o m a is ai meas /-s ise gene e n.:.a- .

At neoerneer 3',1953. the cost of propeny. plant, and ocu o- i ;t oe Dy us ag t t is es' a.a .ar e est.mras is tne Coaswwir

. ,naat. r.et of accu w:4 ec ceprec a:.on. re 's:ec fce moertep !o ease for a * U r.aa Coetrees eac m*** stec f.cawy as r*

e ,3 hon s,rstg year et e a*cnc.iwre e as $8 f bu' 3n wnste nsalor- 4w 73 toe taa' r * 4* ** Ngn omgac's t*4.,*...ty se.d#try c"y e
e s

; teo sarest a.a ;; e e.t.*ea:es tr.,e no e.arcy-yAtrian scal cost ret o' acc.,%atea ceprec.ation a:s 15 7 Dm.on ;
'

p.oes f or C%t,. C v .ty Cons rucaon C<sts ;
! !

tnect of Wirt.on on Coat.sm Assets and Oaosntsoa
gn,,,ng gyne c m . awn. raonstacy auets esen as casm andUn:er the rs mae eo e esereed ev t e P"C ca:y P:ston at e e

ccs ct 61 1y s*! .s 'Mcae'.1L e en ftee*w s .'s Cep'4C al.on ,p,g,, gg,,,g , o, p g , pg,gp33,*g it,,ewr $M.lany. monetarye e

P84ts of Ce'e'e'5Cy Cf I"e 4 %wnt ut utu.ty g 33,,,,pg gygn ,g ,;.g.g,,m ocht Can be a tentiet b*cause ineyTneel'O'e $nr
gt3*tt sia'eg m ***ms C' *.eae'a' set.pt a.i a nd e owstry en'.tf Dn e i be rep 3 4 en CS a*s Pavino 16L& purcnas.ng po rer The eset *Ia

...ro. n,. .,'we e. as 4,eewn ~. io.m,ew f=enetary amo.,ats, coa 3 t,y the , Company Cwheg the years
"

(a't;# Cchet.a; t e e' eCLb Cr' Cene's. **f a: ons Co *'pe'ed to
,. ,m ,w. a a,, Ic re,,e, .n a, vn,ea.4ed

C 1,ae 3*oese's re16stt 99'y benei.9 Cf $108 Phaman $87 rn.itOn. $183 fn eson 5232 me6hort. i

anc S t*S m.fi.on rnoso.e v ine Corrpany a net assets stetas }

eneciennnauon en e..une.me and common Siaca r mnea vis ss te. .as t esi at ym. o e.n etwoo e ave,- .

per sna,e .p iw) Co: a<s io,ine vws taas tw.2.iset. inc.ano me i
we e 12 8 e.shon.12 6 0 n.or.12 2 ,.iuon. 521 Dai.on, and $21 i

,

1 .ew iw) ws e.u.on respect,veey
em Inge tA'was t' 4*h tetstP a Sns'80 #U' Ad wWies Gir

.~ e g ., . Gs i .a ' **' a W" **0 ni'v eens.c=...,m_r.. g

9 W #*e" e*gt,per at ,/cen Common blocs Mathe9 PnCe
* !'
!

# ' A''e 'Ve* *e'c $16 c....on en 1983 Re*9nwes restatec an ever-[. $ 3Ga sta 3 38a $*a
a2e Iv43 cota's *ee t** years 1942 inrowgn 1979 respe: .vety. 9%L 3,,c c , woww na.e eeen si r c 2.o,. si e t,.a.oa. si s e. .aoa. ano si 4 e

e ,,w.,,e , a,_ , ,e,
Casa C t Se*Cs caCated oor Common s*nare en 1M3a9 fr'E 909 C?1 beauon.es v.an

weve 57 | 2 C.. **3s Ceciated m phor yea's restated e ave'* t
i,,g ,,, ,,m

ap 19C3 cobars tv t*e stars 1H2 IntowCn 1979 rescoctive'y.....,,..e pt= .ae s pc saa
. imGsid Pave teen $2 'w?. 52 'O.12 23. anC 52 42 pee snare TheQ ,,, g g ,, ma..es p..ce pe. commo--e ai res..no -as m aa m iu3 ; ,

, , . . _. , . . . s , ,s
The marett oe.Ces per corp *oe. sna'e testa'ed et yeasaend 1M3
colJ's to: 1** Tea s SM2 inroi,gn 1979 resLect.ve.y. wou80 {"" **
r..e ocee sir r2 s'u sts a sad wie ine e me:oa-ggg g p gg

, , , , m. x,, , ,m
su' net pt.co #C Ces 90' fne yes's lipt|.3 InrGug* 1979 #e't DO I.

eaa.) er4 wtr. 93,4 FCs

ves e.* e7 m ast 2291.272 a 2ao E aac D7 a resoecavody

fLa'rme saw (48'v**:s brere
as M we'ee

f
%81.' $ ' Ss $ tU
isn t tn t er i .

|.
i,c, s a.s ise

-

*f*s 2 '18 9 te
i

t
is .

, gy g,- __
MMM

'
' ~ ~ ' -

^ ~ ^

y"--^- - ' - - *uh. ^-4 - M bh ^~^ '^ ^^ __. -

C- _ --- _sa



_ ~ _ - - - _ . _ - . -- - _, __ _
_ _ _ _ __

.- - _ - _
. - -

r- - m
--

- - -

.

__
.~ y __ _ _ ___

ll.

|.

<
4

)
,

Kote ll. 5.tecenent tvcet (unsuJared)
!%iagara rohrek recently completeJ a review of the costs and ,

3schedule f or Eine Mile Toint 2. last er'imated to be $4.2 billion with
*

4
*

co=rercial operation in late 1986. On March 29. 1964 the Company was
advised by hiagara ManaVs that the resalts of the review reaf firm the late j
1986 cc==ercial operatinn date. but indicate the tota: estimated cost will 3

increase to $5.1 billien (compris.d et ecnstruction costs of $3.4 billier. p j
and ATC cf $1.7 bill *on). Expenditures in 1984 are t.ow expected to rasch j

)$67' a1111cc.
1

Item 9. Disagreements on Accounting and Tinancial Disclosure'

<

Ect applicable.

Part 111.
|

Ites 10. 01 rectors and Executive Of ficers of the Company ;

Information regarding the Ccmpany's directors may be found in the |

Company's proxy state e t f ar 1.s Ancual Meeting to be held on May 16 ',
<

1954. Such prory statement le to be fileo prior to April 29. 1984 and
!accordingly is incor;. orated herein by reference.
!
!Inferratten regarding the Company's of ficers, alt of whom serve ,1'

one-vear terms. f ollaws: t

Villiam J. ratacosinos: Chaircan of the Pears and Chief .

Executive officer sia.ce January 30 s964. Dr. Catacosinos !as been a ! g

Director sicce tehtuary 1976. Dr. Cai scosinos 53. was f ormerly Chairman : g

and Chief Executive Of ficer. Applied Digital Cata Systems. Inc.. {
'

Dr.Hauppauge. New Tcrk. a canufacturer of cacputer and related products. .

Catacosstos had been esecciated with Applied Digital Lata Systems since g
1969. Dr. Cat acosines has previcusly served as Chaire.an of the Board and ;

i

1reasurer of Cereretric Systems. Inc. of Wallir.gf ord. Connecticut and was
Assistant Director at trookhaven hational ?aboratory prior to that

He is a -e=ber of the Board of the Stony Brook Foundation andposition.
the Polytechnic Institute of bew York. Ji

L

Wilf red 0. Uhl: President since January 1.1978. Mr. Uhl. $6 j
had serv d as Senior Vlee President--Engineering and Project Management
since 197.. af ter a year as a Vice President. Mr. Uh1 is also a Director
cf the Corpany. Prevleusly he had been Manager of the Plar.ning Department |

(196t-t.6) and of the !!cctrical EnCineerins Lepartuent (1966-69). An
electrical engineer te joined LILC0 in 1949. Mr. Uh1 also serves as a
Director of the 1 pire Stste Electric Energy Research Corp.. and as a .

Director and Vice President of Utilities Mutual Insurance Company. } j

h
'

.
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Eduard M. Barretts Ceneral Counsel since 1970. Mr. Barrett is
restene1b'.e for the Crepaav's legal af f airs the clains function
(adcinistering LllCO's self-insurance program) anil Econemic kesearch,

t.

(includiig rate and sevenue structuring load forecasting and manacement.
c9d cost and econcmic cv&luation). Mr. Barrett. 63, was an ent,ineer with
the Cwspany frat 1945 to 19.b. he rejoined the Cospany in 1950 as a q

member of its legal staff. Fe herved as General Attorney f res 1953 to
.

1966 and Secretary and Ceneral Attorney from 1966 to 1970.
1

tCharles J. Davis: Senior Vice President--Eng*reering and "

Purchasing. Mr. Davis succeeded Mr. th1 when the latter was elected
President on January 1978. An electrical engineer. Mr. Davis canaged the
Cas and Electric Meter. Purchasing, and Planning Departmente between 1958

A member of theand 1974, when he was named Vice President--Engineering.
boaru of Directors of Honeoye Storage Corporation (an upstate New York
natural gas storage f acility which LILCO co-owns). he also eerves on the
Planning Co==1ttee of the New York Pouer Pool, the Esecutive Cemmit *ee of

York ;
Associated Can Distributors, and the Executive Committee of the Net-
Cas Group. Mr. Davis, who is 60, has been with LILLO since 1949.

.

James W. Dve. Jr.t Senior Vice President--Operations and
Trannaission and Distribution since 1976 and Nuclear since 1979.

Mr. Dye
has been a corperase efficer since 1969. Over the previous 34 years he d

had beld vertrus enr.ineering and canagerial posts throaghout the L1LCO |
system. including direction of the cajor operating departments of the
Ceepany. Mr. Lyc. who is 59. ' a f orcer Chairman or the Ed: son Electric
institute Engineering and is'.e.*Ma Executive Advisory Conmittee, and a
nesber of tre Assectation of Electric illuminating Cerpsnies Cc=cittee on 4

Fewer Generaticn. He is a Professional Engineer in the State of New York. ,

4

Thosas H. O'Brien: Senior Vice President--Finance and Principal ,

i

Tint.ncial Officer sitice 1975. Mr. C'Eri:n. 59. is retpensible for the
f!r.ancisi af f airs of the Company, and oversees L1LCO's Treasury.
Insurance. Financial Ilanning and Analysis. Budget and Controller

Prevlausiv he has se ved with Chase Mant.attan Bank (1948-53).'I6nctions.
. Lehcan Bros. (195)-55) and First f.attenal City Bank (now citibank) j
(1955-75). At Citibank. he was Vice President in charge of the Energy i

Systems Depart =ent (1967-75). He as a Directer of the Utilities Mutual I

Insurance Ceesany and Karques Develop =ent Corp., f ormer Chatrnan and a
setber of the Edisen Electric Institute Finance Ccenittee and f ormer
Treasurer of the Aten:e Inductrial Foras. Mr. O'Brien is also a Director
of the Prudent 1al-Lache Quality Income Fund. Inc., the Prtiential-& ache !

.

Cash Fund. Inc., and th6 Prudential-tache Equity Fund. Inc.
,

Michael Csu=akr Controller and Chief Accounting Cf ficer since
1974, Mr. Ceutak 55. joined LILCO in 1958 af ter service as a public

he is forrer chairman of the Edison Electric Institute
,

accountant. ;

Accounting Disision Executive Comm1tr ae. and the American Cas Association
Accrunting Division and a eatber of the American Cas Ass 9clation Managing
Ccennttee. Aretican Institute of Certified Public Accountants and New York i

67 ,
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State Society of Certified Tublir Accountants. lie held a variety of LILCO {
pysitions involving accounting and rayroll work through 1971. That year
h) was nared Assistant Controller, noving up to Associate Controller in d

1974 Ole was accredited a s a C.P. A. in New York State in 1968.) His
{staf f is respentible for the books and accounts of the Cempany as well as

crcounting policier, procedures and systems; financial and re;ulatory
iresear:h and reporting; project accounting, custcmer billleg; teceivables;
fproperty ar.d inventory control; payroll and tax administration. C

F.dward V. Eacker: Treasurer since 1974. Mr. Eacker, who is 56
bigan his LILCO career in 1953 as an Ad=inistrative Ensineer in the Budget ;

1

DJpartment and later served aF statistician. Promoted to Manager of
Investor Relations ** 1956 aad Manager of the Treasury Depart =ent in 1964

I h) became Assistan, easurer in 1965. Besides being responsible for cash ;r
ictntrol investment .. cash balances. Ceepany disbursements, insurance end '

financial . analysis and planning. Mr. Eacker participates in all aspects of '

LILCO financing. His staff also has res?--sibility for all investor '
relations activities with LILCO's 215.C' -eterred and cecson shareovners
cad 25.000 bencholders. including sharecc. r co=municatiens. records, sed

<Mr. Eac' er is also a Director of Honeoye Storage Corporation.r$ search. s
Director and Treasurer of Maroues Develeptent Corp., and a member of the g

*

Tinance Committee of the /.:erican Cas Association. g
,

*
i

John J. Kearney, Jr.: 3ecretary since 1970. Mr. Kearney 59. is -

{
bIth a lavver and C.P. A. he joined LILC0 in 1959 as a Senior Auditor, and a

3 I

b:ccee Internal audit Manezer in 1964. lie war elected Assistar.t Sec reta ry
in l's9. *n sdJ1tice to respensibility fer ad=inistrative matters {
cracernten the Cc pany's Internal Audit Lc;artccet, his staf f is

,I.
i

rsspor.sible for perfor:ance arprovement progra:s in such areas as service, g

csst centrol, reed 6ctivity ano utt11 ration of human end other resources. ,

f ar aJninistration af the Cem;ary's goals and objectives programs and i

liaison outside the Ce:pany in connection with mar ed management audits.
'

,
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1

Ite3 11. Executive Compensation

inforestion required by item 11 cay be frond in the Conpany's j

trosy statement int its Annual Meeting to be 5 eld on May 16. 1964. Such
prgry statement is to be filed prior to April 29. 1984 and accordingly is ,gincorporated herein by reference. a

Ites 12. Security ownership of tertain Benet tetal Dvners '

;

and Management j
i

Information sequired by item 12 may be found in the Company's
prIzy statesert for its Anr.ual ?!eeting to be held on May 16. 1964 Suet.

1prsry statement is to be filed prior to April 29. 1984 and accordingly is |

11c3rporated herein by reference.
*

!Itz213. Certain Relationships and Related Trannections

Inf ormation required b~ ltem 13 may u. *cund in the company's ,

prary statement for its Annual Meetira to be head on May 16. 1984. Such
j

prixy statement is to be fileJ prior to April 29. 1984 and accordingly is
incirporated herein by reference. [.

4Part IV.

' Item 14. Exhibits. Fir.ancial Stateeent Schedules and Reports on Fors 8-K =

)!
List cf Ffeancial stereeants

i.Statement of In:e e f or each of the five years in the ,

period ended De:ecber 31, 1983 j ,

Balance Sheet at nece=ber 31.1983.1982 and 1981

Statement of Shareovners' Equity for each of the five ,

4

years in the period ended Decesha- 31. 1983
| l

iStatement of Changes in Fleanetal tosition for each of i

the five years in the period ended tecember 31. 1983

Notes to Tir.ancial StJtements i

M

i

List of Finanetal Statement Sebedules .

Property Plant and Equipment (Schedule V) }
t

Accumulated Deptectation and Amortisation of |
,

tProperty (Schedute VI)
I |

Short-Tern Borrowis ga (Schedule IX) |

f s

i.
(9 ;

4

i'

1
.
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1

Suppicmentary inecme Statement inf ursation
(Sthedule X) 1f, q j

List nf Embibita e
I
!

(3) (a) Restated Certificate of Incorporation ef the Coepany to%
3

dated October 6 1960. ,

3

(b) Certiffecte of Amendment cf the dentated Certificate IY' '

.- ,

of incorporation of the Cc pany dated April 22, 1981.

(c) Certifieate of Amendment cf the Restated Lettificate ,y 7
of incorporation of the Cnspany dated October 6. 1981.

(d) Certificare of Amendment of the Restated Certificate b. |'"
of Incorporation of the P.ospany dated September 6
1982.

<

(e) Certificate cf Amendment of the Restated Certificate g4g
of Incorporation of the Co=pany dated March 28. 1983. ,

i
e

-(f) Certificate of Amendeent of the Reststed Cartificate 194 !
' *

of Incorporation of the Company dated April 30. 1983.
I

(g) Certificate of Amendoent of the Pestated Certificate IG ] |
of Incorporatinn of the Company dated Augus* 22. 1983.

'
(h) Sy-laws of the Company as amended on January 30. 1984.

f4) (a) Ceneral and refunding Indenture dated as of June 1
1975 (C&L Indtnture) and eighteen Supplements thereto g

dated as follows: ,
,

*C&R Indenture dated June 1. 1975 t
.

*Tirst Supplemental Indentere to C&R Indenture. |

June 1. 1975 ;
'

4

*Second Supplemental Indenture to C&R Indenture. .

September I. 1975. ,

* Third Supplemental Indenture to C&R Indenture.
June 1. 1976. I

!
i

* Filed as an Eshibit to the Company's Torn 10-K for the year ended |
,

December 31. 1982 and incorporate 1 herein by reference.
t

i

1

*
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Item'1. Changes in Control of Registrant

Not applicable.,

.

Item 2. Acquisition or Disposition of Assets

Not applicable.

Item 3. Bankruptcy or Receivership

Not applicable.

Item 4. Changes in Registrant's Certifying Accountant
.

Not applicable.

Item 5. Other Events

a. New Chairman of the Company

The newly elected Chairman of the Company's Board of
Directors and Chief Executive Officer William J.. Catacosinos

~

. outlined.his plans for the Company at a press conference held'on
Long Island on' February 8, 1984. A press' release setting forth.

- the principal features of the Company's program is annexed to
this Form 8-K as an Exhibit. Dr. Catacosinos, a member of the
Board.of Directors since 1978, was elected to succeed Charles R.

,

Pierce on January 30, 1984 Mr. Pierce will continue to serve
the Company as a consultant. .

b. The Company's 1984 Financing Plan

L The Company's present 1984 financing plan calls for the
! sale of an aggregate of approximately S700 million of debt and
'

equity securities. The Company had on hand as of February 20,
1984 cash and short-term investments of approximately $21'4,

million. The S214 million on hand includes gross cash proceeds
of'S52.5-million from the direct sale-of 5,000,000 shares of
Common Stock in January 1984 and approximately $10.4 million in
proceeds from the sale of Common Stock through the Company's'

Automatic Dividend Reinvestment Plan in February 1984. Given
,

|
the various adverse-factors now impacting the Company, no
assurances can be given regarding the Company's ability to raise
-sufficient-funds in 1984 and in future years in order to meet
its construction and other capital requirements and operational
needs. To the extent the Company is unable to raise such funds
in 1984 or in subsequent years, the Company's initial response
would be to reduce the level of its capital and operating
expenditures. In this connection, to conserve cash, the Company
has announced that it would reduce its non-fuel related
operations and maintenance expenditures, estimated at
approximately $250 million in 1984, by $100 million withour
significantly affecting customer service and that it has ,

suspended' construction payments for its share of Nine Mile Point

.

..- n ---:- - , , - . - - - , , . - , , - - , , , . - -
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2. ;For additional 1information relating to this suspension of
. payments, see Item 5f below. In addition, the absence of-

- favorable developments in the near future could affect the level -

or_ continuation of dividends on the Common Stock. The Company
can give.no assurance that such measures will be sufficient in
the circumstances, nor can it now predict what other measures it
might take. After giving effect to the suspension of payments
for Nine Mile Point 2 but before giving effect to the proposed
austerity program, to additional financing, tq any change in
dividend policy, or to other cash conservation measures, the
Company estimates that the $214 million in cash and short-term
investments on hand as of February 2, 1984 is sufficient to

; continue the Company's operations only into early summer of
1984

c Shoreham Nuclear Power Station.

- The Public Service Commission of the State of New York
(PSC) is currently-investigating the prudency of the costs '

incurred by' the Company in- the construction of the Shoreham
Nuclear Power Station. Hearings with respect to filed testimony
are-expected to begin in May 1984 before an Administrative Law

- Judge.

The Staff of'the PSC filed 11ts testimony respecting the|

prudency of the Shoreham expenditures on February 10, 1984.
Based upon $3.846 billion assumed by the Company in its pending,

- electric rate case to be the cost of Shoreham if it becomes
operational in January 1985, the PSC Staff testimony would allow
no more than S2.296 billion of the Shoreham cost in rate base.-

- The Steff would exclude $104.8 million'of engineering costs as
/'~ ''Nexcessive, S295.8 million of construction labor costs as

un:easonable, S610.3 \ attributable to avoidable schedule delays , LEh dO _s

$539.2.million attributable to the emergency diesel generator
problems and all' costs in excess of $3.846 billion if operation'

of Shoreham is delayed beyond January-1985. The New York State
y Consumer Protection Board, Suffolk County, and Long IslandL

Citizens in Action, three of the intervenors in the p'rudencyL

investigation, in their filed testimony allege that a strong
presumption is raised that any expenditures on Shoreham in
excess of S1.9 billion through 1983 are the result of.

imprudence."
.

The Company could be required under certain
circumstances to write down the value of its assets in the event
the PSC disallows a portion of the Shoreham costs from the
Company's rate base. The Company is evaluating the impact which
any disallowance of-the Shoreham costs will hree on the
Company's financial condition and operating results. The

'

Company cannot now determine the a=ount, if any, of such

, .
,
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write-down. The effect, dependent upon many factors, could be
substantial.

The Company believes that its direct testimony, filed
.in 1981 and supplemented in 1983, together with its rebuttal

i testimony to be filed in April 1984, supports its view that the
costs of Shoreham have been prudently incurred. In this
connection, on February 8, 1984, the Company filed in this
proceeding a report by Arthur D. Little, Inc. containing
findings based on its independent assessment of the Company's
management of Shoreham. The review by Arthur D. Little, Inc.
was based on the same information contained in documents which
the' Company has produced in discovery proceedings brought by the
.PSC over the course of its investigation of the prudency of the
management of Shoreham, as well as information provided by the
Company to the PSC, its consultants and other interested parties
in a series of interviews held by them with the management of

the Company'that LILCO's decisions and related management
and its contractors. Arthur D. Little, Inc,

concluded' -

; processes were prudent under the circumstances that Irevailed a.
'

that time." Notwithstanding the Company's belief that all of
the costs of Shoreham were prudently incurred, the Company's
Chairman has indicated that, as part of a proposal that would
ameliorate the impact of including all of the Shoreham costs in
its rate base, the Company might be willing to absorb $500

| million of Shoreham's cost in return for some help from Suffolk
County or New York State in bringing the unit into operation.

L The Company had expended approximately S3.2 billion on
the Shoreham unit as of December 31, 1983. The Company expects
that gross expenditures for Shoreham will be approximately S634
million in 1984 Additional delays beyond 190' are estimated to
cost an additional $40 to $50 million each month, almost wholly
for carrying charges, including insurance, taxes and overhead
expenses,. depending upon, among other factors, the outcome of7

the company's pending application for rate relief. Based upon a

i. fuel loadine date of October 1. 1984 and a commercial operation

| date of July 1, 1985, the cost of Shoreham is estimated at S4.1
billion. Because of the continuing difficulties in obtaining an
operating license for Shoreham, the prospect exists for further
-delays ~and uncertainties, further increases in its costs and for>

severe financial strains for the Company.

' Some members of a commission appointed by New York
Governor'Mario.Cuomo to study the energy, economic and safety
issues relating to the operation of Shoreham and, according to
some newspaper reports,-various government officials have
suggested that-Shoreham be totally abandoned or indefinitely
mothballed. In his press conference on February 8,1984, the
Company's Chairman stated that, among other options under

.
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consideration by the Company to reduce its cash requirements,
was the abandonmeno-of Shoreham. Any such outcome would have a
serious adverse financial impact on the Company and, unless the
PSC grants to the Company prompt and adequate-rate increases,
would jeopardize the continued financial viability of the
Company.:

The Company has notified the Nuclear Regulatoryi

Commission of problems that occurred during testing earlier this
month with the turbochargers associated with the three rebuilt
emergency diesel generators at Shoreham. When functioning
normally, turbochargers provide a power " boost" to the engines
by pressurizing the flow of air into the diesels. The

1 - turbochargers which sustained bearing damage have been repaired,
reassembled and returned to testing on two of the engines.

The third engine, which has completed its high-load
test program including a seven-day endurance run, has been>

disassembled for an inspection of its major components and ,

appropriate maintenance as required. Inspection of the new
crankshaft and pistons indicate no sign of failure. Design
- analysis is still in process. However, the inspection has
disclosed cracks in the area of the cylinder block and in

| certain connecting rod bushings of this third engine. A
detailed' engineering review and analysis is being conducted to'

| determine the cause and significance of this problem.
|- Inspection of the other two engines did not reveal similar

L cracking.

These developments have not caused and are not expected
to cause an extensive delay in the testing program and the
Company continues to believe that the design review and diesel
generator testing program begun late in 1983 will be completedm

in the spring of 1984 at tnt earliest. When the tests on the
'

i emergency diesel generators have been satisfactorily completed,
the plant will be physically ready for fuel loading. Fuel
loading, however, is dipendent upon a favorable resolution by an
Atomic Safety and Licensing Board (ASLB) of issues involving the

I adequacy of the three diesel generators. Although itHis the
L ' Company's belief that fuel loading could take place at the
! earliest in the fall of 1984, the Company cannot predict when ;

I the hearings will begin or when they will be completed. A
! schedule for the co=mencement of these hearings may be set
f following a pre-hearing conference on February 22, 1984.

The Company is also proceeding with the installation of
; three additional emergency diesel generators which have been
! ordered from another manufacturer. These'new additional
| emergency diesel generators are scheduled to be installed in a
i new specially constructed building and tested by August 1985, at
:

.
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an aggregate cost of approximately S91 million, almost all of
; -which will have been expended before the end of 1984. There is
~

a possibility-that the rebuilt diesel generators may be licensed
only for interim use. If the new emergency diesel generators

,

- are needed to replace the existing diesel generators, the
approval of an ASLB respecting their use may be required.
Furthermore, if the new emergency diesel generators are needed
to replace the existing diesel generators as a precondition for
fuel loading, the Company may be unable to obtain the necessary
financing-or adequate rates to meet its cash requirements
. pending the completion, installation and testing of the i.ew
generators.

I

On February 15, 1984, Governor Cuomo of New York announced a
multi-faceted statewide energy program. Although details of
proposed legislation dealing with all aspects of the program
were not immediately available, the energy program is intended,
among-other things, to develop short-term, intermediate and

' .long-tcrm actions to mitigate the economic impcct of Shoreham -
upon.ratepayers and the economy of.Long Island.-

d. Litigation

In mid-February 1984, Wilfred O. Uhl, the vampany's
:

President, Charles R. Pierce, the Company's former Chairman and
| . Chief Executive Officer, and the Company, were ser~ed with

complaints in two separate actions, each brought in the United
-States District Court for the Eastern District of New York. In'

the first of these actions, the plaintiff, Richard Weiland,
alleges violations of Sections 10(b) and 20 of the Securities
. ExchangeLAct of 1934 and Rule 10b-5 promulgated thereunder. In

the second action, the plaintiff, Ira Joel Cohen, alleges
violations of Section 11 of the Securities Act of 1933 and of
Sections 10(b)'and 20 of the Securities Exchange Act of 1934 and

.

Rule 10b-5. promulgated. thereunder. Both actions have been!

i ' brought as class actions.
.

|.
Also in mid-February 1984, Eva Munken commenced an

f action against the Company, Messrs. Pierce and Uhl, Thomas H.
[ - O'Brien, the Company's Senior Vice President-Finance, Michael

' Czumak,-its Controller and Edward Eacker, its Treasurer. The
lawsuit was brought in the United States District Court for the
Eastern District of New York as a class action. Also named as
defendants are Blyth Eastman Paine Webber Incorporated,
Prudential Bache Securities, Inc., E.F. Hutton & Company Inc.,-

Lehman Brothers Kuhn Loeb Incorporated, Philbro-Salomon Brothers
Inc. and Price Waterho'use & Co. Price Waterhouse serves as
independent auditor'for the Company. The other defendants or,
in certain instances,~their predecessors, served as underwriters-

-in'various offerings of the Company's Common Stock. Plaintiff

r
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Mumken alleges violations of Sections 11 and 12 of the
Securities Act of 1933 and of Section 10(b) of the Securities
Act.of 1934 and Rule 10b-5 promulgated thereunder.

'The plaintiffs in the three actions are Common Stock
~

holders of the Company. In general, in their respective
complaints,. Weiland, Cohen and Mumken allege that over the years
in.which each cwned the Company's Common Stock, one or more of.

the defendants, either individually or in concert, failed to
make adequate disclosures respecting the cost of Shoreham and,

the management of the construction of the unit. The allegations
of mismanagement are alleged to be based either upon reports
appearing in newspapers or statements appearing in the testimony
of the PSC filed in the prudency investigation discussed above.
The plaintiffs, in their respective lawsuits, seek damages to be
proved in the litigation.

,

The Company will oppose the litigation.
.

e. Shoreham Real Property Taxes

on February 1, 1984, the Receiver of Taxes of the Town
of Brookhaven, and, on February 2, 1984, the Attorney General of
the State of New York, commenced separate actions against the
Company in New York State Supreme Court, Suffolk County, by
service of summons and complaints, respecting the Shoreham
taxes, payment of which the Company has deferred. The Company

j -has escrowed funds covering the imposed taxes and related
! charges. (See the Company s Current Report on Form 8-K dated

January 10, 1984.) The Town of Brookhaven seeks-a judgment for
the amount of the unpaid taxes, together with interest and
penalties, and'the Attorney General seeks an order sequestering
-funds in an amount necessary to assure payment of the taxes,-

interest and penalties. Neither plaintiff seeks any immediate
relief.

7

i addition to the steps taken by the Town of..

Brookhaven and the Attorney General, several legislative
measures responsive to the Company's deferral of taxes have been
introduced in the New York State Senate and Assembly. If these
measures became law and were held to be valid despite litigation

which the Company w'ould undertake, they would compel the PSC tocancel the Company s franchises, place the Company in
receivership, per=it the Company's customers to withhold payment
of their bills for electric and gas service and permit the

,

Suffolk County Treasurer to a? ply to a court to attach the
property of the Company for the purpose of collecting the unpaid
taxes. The Company believes that such measures, if they became
law, would be invalid.
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f. Nine Mile Point 2
i On February 9, 1984, the Company suspended periodic
: payments for construction of its 181 share of Nine Mile Point 2,

a nuclear generating unit under construction near Oswego, NewK

: York by Niagara Mohawk Power Corporation as agent for the
co-owners. The co-owners of Nine Mile Point 2, in addition to
the Company and Niagara Mohawk, are New York State Electric &
Gas Corporation (NYSEG), Rochester Cas & Electric Corporation

; (RG&E) and Central Hudson Gas & Electric Corporation.

The Company has also announced that it had initiated3 discussions with the other co-owners respecting the Company's
continued participation in the Unit. Central Hudson has

- disclosed that it Pas co=menced discussions with Niagara Mohawk,,

_ NYSEG and RG&E as to appropriate courses of action with a view-

toward completion of Nine Mile Point 2 consistent with its'

present schedule. Central Hudson has also statec that if an
5 arrangement cannot be agreed upon, Nine Mile Point 2 mrf have to

be abandoned. Niagara Mohawk has notified the Company that it
f considers the Compt.ny to be it. default of its obligations to the
1 other cc-owners and has demanded oayment. Niagara Mohawk has

also advised the Company that it may institute litigation
E against the Company and th.; such litigation could result in

encumbering, diminishing or eliminating the Company's interest
L in Nine Mile voint 2. The outcome of the Company's suspension

of construction payments cannot now be predicted.
7

Niagara Mohawk is currently reviewing the costs and1

schedule for Nine Mile Point 2, last estimated to be S4.2'

billion with commercial operation in late 1986. This estimate
E assumed direct construction expenditures cf $4.'8 million in

1984. However, the Company has been advised by Niagara Mohawk
- that such construction expenditures in 1984 are now expected to

reach S615 million. The Company's share of the total estimated'

- construction expenditures in 1984 is approximately S114 million,
of which approximately S11.5 million had been paid prior to thek

- decision to suspend payments. The Company's 1984 financingp
g costs for Nine Mile Point 2 are estimated at approximately S63
; million. The Company had expended approximately S570 million
i for Nine Mile Point ? through December 31,. 1983, consisting of
- $348.5 million for direct construction costs, S7.2 million for
e nuclear fuel for the unit and $214.3 million of financing

costs.
A

? The u.... " program announced by the New York Governor
E on February 15, 1984 would include actions to limit the

Company's investment in Nine Mile Point 2, the development of

h options for the co-owners to assume the Company's share of Nine
Mile Point 2, involvement of the New York Power Authority in ther_

r unit and a phase-in of the costs of the facility.
-

r
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g. Dividend Litigation

A New York State Supreme Court Justice ir. Albany
County,'New York has dismissed a lawsuit brought ar a class

- action by a business association and several commercial and
residential ratepayers against the Company and several
commissioners of the PSC. The plaintiffs had sought to prohibit
the Company from declaring or paying dividends on its common or
preferred stock and to suspend the interim electric race
- increase granted by the PSC in September 1983. This decision is
subject to appeal.

h. Ratinrs of the Company's Securities

Following the Company's announcement in late December
,

1983 that the absence of favorable developments in the near
future could affect the level or continuation of subsequent
dividends on the Company's Common Stock, Moody's Investor
Service, Inc. (Moody's) in January 1984 lowered its ratings on
all of the Company''s securities except the Preferred Stock whic'h
remained as "ba3. In Moody's view, since December 1983, when
it reduced the ratings on all of the Company's fixed income
securities, the Company's prospects for continued financial
flexibility and for resolution of the Shoreham emergency
response plan impasse have worsened. However, in January 1984,
Standard & Poor's Corporation (S&P). removed the Company's
securities from its "CreditWatch." In February 1984, Duff &
Phelps~(D&P) reduced its ratings on the Company's First Mortgagec

| - Bonds.
|

The current ratings of the Company's principal!

securities and its commercial paper by Moody's, Fitch Investor's
Service, Inc., (Fitch), S&P and D&P, are as follows:

.

O

f
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Moody's Fitch S&P D&P

First Mortgage Bonds * B:2 BBB BB+ 11
-General & Refunding Bonds * Ba3 BBB- BB 12

'

Pollution Control Revenue
Bonds (unsecured). Ba3 ** BB **

-Preferred Stock *** "ba3" BB+ BB- 13
Co=mercial Paper Not Prime F-3 **. **

Fitch is the only rating agency which still considers the*

First Mortgage Bonds and General and Refunding Bonds as
investment grade securities.

** -Not Rated
*** The Company's Preferred Stock is no longer considered

investment grade by any of the four rating agencies.

i. Appointment of Successor Trustee Under First Mortease

The Company has appointed J. Henry Schroder Bank &
Trust Company as Successor Trustee under the Company's Indenture
of Mortgage and Deed of Trust (the First Mortgage), effective as
of the close of business on February 29, 1984. The resignation

Lof Citibank, N.A. as Trustee was disclosed in the Company's
Current ~ Report on Form 8-K dated December 23, 1983, as amended
by Amendment No. 1 thereto on Form 8. Under the provisions of-
the First Mortgage, the appointment of J. Henry Schroder Bank &
Trust Company is subject to the right of the holders of a
majority -in principal amount of the First Mortgage Bonds then
outstanding to appoint a successor trustee and to 6 ve n tice1
thereof within one year of the first publication of a notice
respecting the appointment of the successor trustee. Such
notice was published on. February 8, 1984

Item 6. Resignations of Registrant's Directors

Not applicable.

Item 7. -Financial Statements, Pro Forma Financial Information,
and Exhibits.

Exhibit 28 - Corporate news release dated February 8
-1964

.

.

.
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SIGNATURE .

Pursuant to the requirements of the Securities Exchange
Act of 1934, the Registrant has duly caused this. report to be
signed on its behalf by the undersigned thereunto duly
authorized.

LONG ISLAND LIGHTING COMPANY
Registrant

By Thomas H. O''Brien
THOMAS H. O'BRIEN

Senior Vice President .

Dated: February' 21, 1984
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CONTACTS: Ira L. Freilicher, V.P.
Lilco 516/228-2027

A. F. Long, Pres.
~

D. F. King & Co., Inc. 212/269-5550

J. W. Cornwell, E.V.P.
D. F. King & Co., Inc. 212/269-555C

W. C. Neilson, S.V.P.
D. F. King & Co., Inc. 212/269-555C

S. L. Nahum, A.V.P.
D. F. King & Co., Inc. 212/269-555C

FOR IMMEDIATE RELEASE

MINEOLA, NEW YORK, February 8, 1984 William J. Catacosinos,. . .

recently elected Chairman and Chief Executive Officer of the

Long Island Lighting Company, at a press conference today

reviewed the problems presently facing the Company and outlined

the following 5-step program for the future of Lilco:

1. "We are carefully evaluating our operations to determine

what additional cost reduction measures we can take to lower

our cash requirements with minimal impact on the services we

provide to our consumers. This will mean hard decisions not

faced in the past. This will mean hardship, and personal and

financial sacrifices among all of us at Long Island Lighting
4

Company including our' management, our employees and our

shareholders, but these decisions that we have to make will

be necessary in order that we continue as a viable entity.

Page 1 of 3
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-The Long Island Lighting Company 2. !
|

2. "We'are examining our ability to continue to fund the
.

construction payments for the Nine Mile II nuclear

project.

.

3. "An evaluation of our Company's ability'to continue its
;

cash-dividend policy is also underway, and recommendations

will be made to our Board of Directors at the appropriate
.

time.

:4. "S'ince members of our senior management group will be

retiring in the near future, we are acting to reorganize ,

and revitalize our Company's leadership and direction in

order to take into account the changing nature of our

business. I believe it is essential to place strong

emphasis on our nuclear operations as well as to recognize

I the importance of our gas system.

N*
!
,

5. "We will actively seek rate abatement. Studies are underway
.

to determine means to phase in the Shoreham costs over a

period of time with minimum financial impact on our consumers."

Dr..Catacosinos stated: "We need and ask for the help of our
.

Governor, our County Executives, financial institutions, the censur.ers

and the support of our shareholders. Above all, we must have the

continued dedication of the thousands of Lilco employees who have

provided outstanding service to the community for the past 70 or

more years.
,

Page 2 of 3
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Tha Long Island Lighting Company 3.
. . .

"On behalf of the Board of Directors, management and the

dedicated employees of the Company, we look to the future. No

doubt we have all learned from the experiences of the past.

However, for the resolution of the remaining Shoreham problems

and the continued viability of Lilco, I pledge that our energies

and attention will be directed to the future and the accomplishment

of these goals. I believe we can and shall succeed. That is

why I am here."

Dr. Catacosinos said that Lehman Brothers, investment bankers

highly regarded for their experience and capabilicy in the public

utility field, will assist Lilco in many of its studies and in the
.

program outlined.

In addition, D. F. King & Co., Inc., a well-known consulting

and communications firm, will assist Lilco in its corporate and

financial public relations with respect to the community and the

shareholders.

# 6 #

t
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'

William J. Catacosinos was elected Chairman and Chief Executi.e
Officer of LILCO by the Company's Doard of Directors on Ocnuary
30, 1984. Catacosinos, 53, has been a member of LILCO's Board

since February 1978. ;
.

Trom August 1969 to November 1983, Catacosinos was Chairman*

and Chief Executive Of ficer of Applied Digital Data Systems,

Inc. of Hauppauge, Long Island, a company he founded. In 1980,

the NCR Corporation of Dayton, Ohic bcug'at this manufacturing.

company of terminals and computers for S60.5 million.

Dr. Catacosinos wos a founder of Corometrics Medical Syste'ms,

Inc., a-Connecticut-based electronics firm which pioneered the

manufacture of fetal heart monitoring equipment. In 1974,

American Home Products acquired the company for $20 million.

~ At Brookhaven National Laboratory, Dr. Catacosinos worked

consecutively as administrative officer, business manager and

Assistant Director of Business Administration from 1956 to 1969.

Dr. Catacosinos has been a management consultant to the

Atomic-Energy Commission, the United States Congress and the

government of Greece. As Adjunct Professor at the NYU Graduate

School of Business, Dr. Catacosinos taught " Management Practices"

and " Management of Technical Operations". He earned his B.S.,

M.B.A. and Ph.D. from NYU.

As'a Naval Officer from 1952 to 1956, Dr. Catacosinos's

responsibilities ' included supervising construction of Super

Aircraft Carriers at the New York Naval Shipyard in Brooklyn.

He' currently serves as a Director of the Stony Brook

Foundation, a fund-raising group. He is also a trustee of the

Polytechnic Institute of New York.

Willi am J. Cataccsinos and his wife, Florence, live in

the village of Mill Neck, Long Island. They have two sons,

William and James.

.
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CONFO?.C CO?T

SECURITIES AND EXCRANGE COMMISSION
Washington, D.C. C;;FJU!F. PP.DTECTLDK t%F.D

20549 A'.G%Y, N. Y.

En JUN0? LN
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Quarterly Report Under Section 13 or 15(d) oof 1934the Securities Exchange ,Act

File Number 1-3571For the Quarter Ended N

.

a : --- .- __ 3 -- ---

(Exact name of registrant as specified in Charter)
incorporated pursuant to the 1,aws of New York State

11-1019782
Internal Revenue Service - Employer Identification Number

11501250 Old Country Road, Mineola, New York
516-228-2890|

(Address and telephone number of principal executive offices)

(1) has filedIndicate by check mark whether the registrant
all reports required to be filed by Section 13 or 15(d) of

~

d 12
the Securities Exchange Act of 1934 during the prece ing
months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to
such filing requirements for the past 90 days.

Yes No

-Q
The total number of shares of the registrant's Co==en Stock,30, 1984, was 110,210,396.
SS par value, outstanding on April

.
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LONO ISLAND LIGHTING COM?AhT

Part I - FINANCIAL INFORMATION
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Item 1. Financial Statements

Statement of Income 3
.
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The financial statements furnished are unaudited but, in the opinion
of the Company, include all adjustments, consisting only of normal

;.

recurring. accruals, necessary for a fair statement of the results for the
interim periods presented. The results for these interim periods are not

necessarily indicative of results to be expected'for the year, due to
L seasonal, operating and other factors.

!
!
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PATT : - ?!NANCIAL INFORMATION ,

Its: I - Financial Statsmants

LONG ISLAND LICHTINO COMPANY

STATEMENT OF INCOME

Three Months Ended
March 31

1984 1983

REVENUES ($000)
Electric ~ $387,159 $334,569
Gas. 160,222 146,831

Total Revenues 547,381 481,400

EXPENSES
Operations-fuel and purchased power 260,353 245,877

45,593 46,021Operations-other -

Maintenance 16,287 16,107
Depreciation, depletion and

amertization 16,162 15,717
,

Operating taxes 6.7,334 59,189
_

Tederal income taxes:
Current 10,161 455'

Deferred and other 47,418 31,367
- Total Expenses 463,308 414,733

.

OPERATING INCOME 84,073 66,667
-

OTHER INCOME AND (DEDUCTIONS)
Allowance for other funds used

during construction 58,639 48,426
Other income (net of related expenses) 4,749 (406)
Miscellaneous income deductions (594) (1,022)
Federal income taxes-credit:

Current (856) 472

Deferred and other 22,045 12,215

Total Other Income and (Deductions) 83,983 59,685

INCOME BEFORE INTEREST CHARGES 168,056 126,352

INTEREST CHARGES AND (CREDITS)
Interest on long-tern debt '64,525 46,719
Amortization of debt discount

and expense 525 494-

Amortization of premium on debt (32) (32)
Other' interest (787) 2,508
Allowance for borrowed funds used

during construction (14,105) (14,041)
Interest capitalized by trusts 19,380 13,840
A11ovance for borrowed funds used

_ 13,840)(during construction - trusts (19,380)

Total Interest Charges and (Credits) 50,126 35,648

NET INCOME 117,930 90,704
- Preferred stock dividend requirements 22,165 16,702

INCOME FOR COMMON STOCK S 95,765 S 74,002

Aver.ege Co= mon Shares outstanding (000) 109,846 101,169
Ectned per Commen Share S 0.87 $ 0.73

. - - .. - - - - - - . - . _ - . - . . . . - . - - - . - - - . . - - - . _ - -



LONG ISLAND LIGHTING COMPANY ,

EALANCE SHEET

tiarch 31 December 31
1984 1983A-S S E T S (5000)

L'TILITY PLAl'T AT ORIGINAL COST $1,807,839 $1,798,490
Electric 362,999 360,174
Gas 86,345 85,734
Common
Construction work in progress 3,631,216 3,467,211

24 23Nuclear-fuel in process
Construction and nuclear fuel 741,676 710,888

in trusts
Total 6,630,099 6,422,520

Less-Accumulated depreciation,
depletion and amortization 739,615 727,298

Total Net Utility Plant 5,890,484 5,695,222

OTHER PROPERTY AND INVESTMENTS
~Nonutility property, principally 2,815 2,8'16

at cost
.Investnent in subsidiary companies,

512 637
at equity -

Other investments and deposits 64,628 64,240

Total Other Property and ' 67,955 67,693
investments ,

CURRENT ASSETS
Cash' 6,760 3,301

Temporarv. cash investments 166.S87 272,074-

Special " deposits '30,823 . . . - - 3,557
~~

Accounts receivable (less allowance
for doubtful accounts of
$3,503,000 and $4,289,000) 211,168 169,947

Accrued revenue on-accounts billed 21,328
bimonthly 22,256 -

.

Materials and supplies at average cost 31,976 31,575

Fuel oil at average cost 45,851 40,211-

Gas in storage at average cost 24,426 43,949
948 1,060

Frepayments-
Total Current Assets 541,195 587,002

.

DEFERRED CHARGES
Electric fuel cost adj us tment

..

deferred 3,289 62
44,828 39,604

Other
Total' Deferred Charges 48,117 39,666

TOTAL ASSETS $6,547,751 S6.369,553

.

'''~*-v~~~ww-,nn,, .
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LONG ISLAND LIGHTING COliPANY

BALANCE SHEET
(Continued)

March 31 December 31
CAPITALIIATION AND LIABILITIES 3984 1983

CAPITALIZATION
Long-term debt $2,177,706 S2,180,721
Unamortized premium and (discount)

on debt (8,088) (8,198)
2,169,618 2,172,523

Preferred stock - rede=ption
required 540,012 540,013

Preferred stock - no redemption .

required 221,117 221,119
Treasurv stock at cost (1,772) (1,772)

Total P' referred Stock 759,357 759,360

Co= mon Stock 551,043 520,600
Premium on capital stock ' 997,372 964,562
Capital stock expense (56,870) (56,278)
Retained earnings 675,865 580,115
Total Co= mon Shareowners' Equity 2,167,410 2,008,999

Total Capitalization 5,096,385 4,940,5E2

TEUST-OBLIGATIONS .

(including $20,000,000
maturing in 1984) 714,028 713,484

CURRENT LIABILITIES .

Current maturities of long-term
debt 108,058 107,057

Current redemption requirements of
. preferred stock 38,037 38,037

Accounts payable 144,919 140,227'

Accrued t' axes, including federal
income taxes 45,456 54,621

-Accrued interest 76,377 61,413
Customer deposits 12,448 12,231

' Dividends payable 14,907 67,488

. Total Current. Liabilities 440,202 481,074-

-

DEFERRED CREDITS
Accumulated deferred income tax

reductions 247,890 222,502

Other 27,938 25,055~

Total Deferred Credits 275,828 247,557

RESEEVES FOR CLAIMS, DAMAGES
AND PENSIONS 21,308 6,586

TOTAL CAPITALIZATION AND
LIABILITIES S6,547,75) $6,389,583

.

a
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LONG ISLAND LIGHTING COMPANY

STATEMENT OF CHA!1GES IN FINANCIAL POSITION

Three Months Ended
March 31

SOURCE OF FUNDS 1954 1953
Operations ($000)
Net Income $117,930 $ 90,704
Principal non-cash charges and (credits)

to income:
Depreciation, depletion and amortization 16,162 15,717
Federal income taxes-deferred and other 25,373 19,152

. Allowance for all funds used during
construction (72,744) (62,467)

Other 3,938 3,741
Interest capitalized by trusts 19,380 13,840.

Allowance for berrowed funds used
during-construction-trusts (19,380) (13,840)

Funds provided from operations 90,659 66,847
-Long-term Financing

,

Long-term debt 30,000--

Common stock 63,525 14,568
_

Trust obligations 544 - 36,861-

Increase.in short-term debt 121,825-

Decrease in working capital (excluding' short-term-debt) 4,939 -.

Gas cost adjustment 1,001 5,334
Other. sources 18,116 3,135
Total Sources of' Funds 5178,784 5278,570

USE OF FUNDS
Construction expenditures S182,'493 S172,349
Nuclear fuel expenditures

. 1 (109)
Construction and nuclear fuel.in trusts 30,788 36,861

_

Less-Allowance for. funds used during
-construction-(AFC) 72,744 62,467

Construction and nuclear fuel
-

; expenditures, less AFC 140,538 146,634
'

Dividends'on preferred stock 22,181 16,699
Dividends on common stock 51,242--

Reduction of long-term debt 3,015 2,013
-Preferred stock conversions and retirements 3 410
. Increase in. working capital (excluding
short-term debt) 60,311-

Electric fuel cost adjustment deferred 3,227 (5,328)
'Other investments and deposits 388 4,285
Capital stock expense 866 126
Cost of removal 634 613

.0ther uses 7,912 1,565
-Total:Us;e of Funds 5375,784 5278,570

;

- - - - - _ _ - , . ~ . . , - - . _ , . _ . . , . _ _ _ ~ , . _ , _ , , _ . . . , . - - . - . , _ - , . - - . _ _ . _ _ . _ _ _ _ _ - . _ _ _ , , . _ _.._i-,-
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LONG ISLA?'D LIGHTING COMPA?;Y

Notes to Financial Statements.

March 31, 1984

(Changes since December 31, 1983 to be read in connection with
Notes 4 and 7 on pages 10 through 15 hereof)

Trust obligations

~ts which are parties to the Tri-Counties Construction~ '

--*^ ''' " ~'' "#" ** '"' : '._ _Trust Credit Agreement '-"' ,

Mhie 6. ..m Ts&im e eu r..o r.c v v.i = 2 u u . . v .. p o ..m u . =s A M. The Publicfw d ... Mil . C 1 ove cvu, ..w.c o
"

_

Service Commission of the State of New York has not yet acted on
the application for approval of the amendments to the
Construction Trust Agreements. The amendnents provide for the
banks to determine whether or not to grant additional successive
30 day extensions beyond May 28, 1984

The Trusts' total obligations of S714 million, at March 31,
.

1984, including accrued interest totaling $14 million, is
comprised of S655 million for financing construction and nuclear
fuel expenditures and $59 million invested in the Company for
general corporate purposes. Funos needed to finance the
Company's nuclear fuel program and the Trusts' interest payments
are being provided by the Company. The total S714 million
obligation of.the Trusts excludes amounts advanced by the
Company to the Construction Trust in excess of the $500 million
.provided by lending banks. At March 31, 1984, such advances,
including accrued interest, totaled S97 million.

Shoreham

An appeal is pending be'. ore an Atonic Safety and Licensing
Appeal Board of the favorable partial initial decision from an
ASLB on substantially all issues other than the adequacy of the
Company's Shoreham offsite radiological emergency response plan
(including the issue of the authority of the Company to-

implement such plan) and the adequacy of the emergency power
,

! sources.

Psd:mymuinwestinghambui4.e energency diesel generators
continue to be experienced -du: :: ;dditicn 1 defeu = aw luding
the recent discovery of a crack in the cylinder block of one
engine. A replacement cylinder block is scheduled to be
available in June 1984, with .mm. ace.1; ..i ...._..e ..'.a L1ct R7

domsoewoietedm '; r ,. w...L c 2 liet The schedule for hearings
respecting the adequacy of such generators is not expected to be

f set until late-May 1984, at best. The Company applied for
| approval, but cannot predict whether such approval will be
| granted, to load fuel and begin low power operation principally
|

I

.

1



Fue E

relying on energency sources of power other than the rebuiltAn expedited hearing schedule was
emergency diesel generators.1984 by a newly convened Atomic Safetyestablished on April 4,
and Licensing Board. On April 25, 1984, the United States
District Court for the District of Columbia granted a request by
Suffolk County and New York Governor Cuomo for a temporary

The NRCrestraining o'rder prohibiting the conduct of hearings.
then 'acated the schedule and on May 7, heard all arguments by
the parties. A decision is expected shortly. Further hearings

may be held.
for 1984 ofThe second Shoreham related property tc<. payment

approximately $26.2 million is due between May 10, 1984 and MayIn lieu of making the first payment in January 1984,31, 1984.
the Company deposited the moneys with a third party pending
resolution of litigation by the Company seeking review and

Nocorrection.of certain assessments of the Shoreham property.
decision has been made as to what action the Company wi.ll take
regarding the second of such tax payments.

The Company expects to file its rebuttal testimony in the
PSC's investigation of the prudency of the Shoreham construction

-

costs on May 15, 1984.

The Compan'y is continuing to analyze the merits of the
shareowners lawsuits, brought against the Company, certain of
its directors and officers and others including the suits more

The Company will oppose the litigation.recently received.
(Additional information on these suits appears in Part II, Item,

1 of this report.)

*fnadith . m T=

Niagara Mohawk recently completed a review of the costs and
schedule for Nine Mile Point 2, last estimated to be $4.2On March 29,billion with commercial operation in late 1986.l the results1984, the Company was advised by' Niagara Mohawk that
of the _~ 'n . !!1.-. _:. 11:: _ .

____ 1 : ___:i:- ':,-
^"'

-

but indicate the total estimated ---* "'' f - - - - f_ _ . : : 1
-

bittion*(comprised of construction costs of S3.4 billion and an|

allowance for funds used during construction of $1.7 billion) .-

Total expenditures in 1984 for construction are now expected to
reach S675 million. The Company suspended its share of these
construction payments on February 9, 1984.

In April 1982, the PSC formulated an " Incentive Rate ofofReturn" plan (IROR) related to future recovery of the cost
Nine Mile Point 2. The plan was based on a target total cost of

If the plant were completed at a

$4.6 bill. ion set by the PSC.the cotenants' rates of return on thecost below S4.6 billion,
plant investment would increase according to a formula set by

| the IROR. Conversely, any cost overrun would result in a|

reduction of the rates of return.
-

i
|

.

.
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Responding tc the Niagara Mohawk re-esticate, the PSC on
May c, 1981 issued ter public co= ment a proposal to amend the
IR'oE te provide for a S5.4 billion cap on the amount of the
total project completion cost which could be recovered by the
cotenants from : heir ratepayers. L , n '1_ . . i.._ _ -! .-E

_
Z. : .7. , L_' ''''- , ~ - i : ^_ P ' 1 .'

ba_* Men rL" - .-_,... .. . . c.

w n ~m.o - - 7 __ . y . . ; . - ; . , u & & ,; . m Tnee
_ _ _ . _ ..,m

Company is unable to predict whether the PSC will adopt such a
proposal or whether Unit construction costs will reach the S5.4
billion level.

Lokum Resources Corporation

At March 31, 1984, the Company's advances and loans to BRC
totaled approximately S84 million. This includes S20 million et
advances made through July 1978 for~ uranium concentrates and
S4.5 million expended since mid-1980 for preservation and
maintenance of BRC's mine and mill properties pending resolution
of the bankruptcy proceedings discussed above. The Company
ceased accruing interest on its loans to BRC after the filing of
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S28.5 million at March 31, 1984. This amount is not included'in
the $84 nillion discussed above..

Abandoned Generating Projects

The Company's share of the Jamesport nuclear and
coal-related costs, net of estimated ta: effects of $20 million,
was approximately $77 million at March 31, 1984. The company's
share of the abandoned New Haven nuclear project costs, net of
estimated federal income tax effects of $14 million, was S45
million at March 31, 1984.
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LO"G ISLAC LIGE NG COMPEY

Notes to Financial Statements

December 31, 1953

(See pages 7 through 9 f or char 4;es as of March 31, 1954)

N3t2 4. Trasst ObHpetierne
Tne Company nas arrangements witn Tr*-Counties Resources With respect to the suspension of construction payments for
Trust anc Tn-Counties Construction Trust to finance respec. Nine Mine Point T. the Company anc counsei for tne banks

lively. the Company's riuciea fuel program and its share of the which are lenoers to the Construction Trust disagroec as to
costs of construction of a nuclea' plant. Nine Mile Point 2. anc whether the suspension of the construction payments was
its fue: Ettective Februa'y 9.1984, the Company suspenoec coverec by tne language in the Trust agreements To resolve

payments for its snare of construction costs for Nine Mile Point the ambiguity, the Company and the banns have agreec to
2. Tn2 Resources Trust anc tne Construction Trust are pnmar- amenc the Trust agreements The amencments provice that

ily fin;ncec by revolving credit loans wnich were fully utilizec at the failure to make construction payments will not constitute a

Dec;mber 31, 1983, and wnich, together with $20.000.000 of default on or pnor to April 27,1964 or ounng any subsecuent

tgrm loans matunng in 1964. provide for borrowings of up to penoc of 30 days agreed to by banks hoicing two-tnires of the
$200,000.000 and $500.000.000 respectively. The Revolving Construction Trust Oebt. With respect to advances by the

Cr:dit Agreements of botn Trusts provioe for borrowings pnn- Company to the Trust in excess of the $500.000.000 acvancec

cipatiy at the pnme interest rate prevaihng from bme to time or, by the banks, the banks have indicated that the advances vio-

it c.ovantageous. at attemate borrowing rates based on the lated provisions of the Trust agreements it is the Companys
Lonoon interDank Oftenng Rate or the Certificate of Deposit view that such advances were not intenced to be coverec by

the Trust agreements The amenoments increase the limita-Rate. tions contained in the Trust agreements to cover pnor advan-
ces by the Company in excess of $500.000,000 ar>d exclude

The Company is obligatec to purchaw nuclear fuel owned by future advances by the Company for the purpose of enablingthe R*, sources Trust, or heat from such fuel. Similarly, the the Trust to make mterest payments unoer the Credit Agree-
*npany is obhgated to reimburse the Construction Trust for ment The amendments require approvst of the PSC. The
lur fuel anc construction just pnor to operation of Nine Company cannot predict what action the PSC will take. Fu'tn-.ae Point 2. Upon termmation of, or default by, either Trust. ermore, the Company cannot predict whether the banks will

.the Company is obligatec to repay fuffy the obhgatione of the grant any extensions beyond Apnl 27, 1964, or what other
Trust. action, i' any, the banks might take at that time if a default

occur':. payment of the $500.000,000 of indebtedness to the
Loar5s under the revolving credit agreement of the Resources W.s unw m Qnstm@omst agrements woum become
Trust mature in September 1986. The present matunty cate of suolect to a right of acceleration 9xercisable by the banks A
Construction Trust loans is December 31,1986 but, unoer cer- def ault in the Construction Trust agreements, unless curec,
tain circumstances, tne loans may be payable according to a could, by reason of cross-default provisions in instruments
repayment scheeule beginning not earber than March 31,1985, g verning other Long-term Debt of the Company, give nse to
and cnding not later inan June 30,1988. The Trusts may, if N*d"# ###**D"D'Sd"# #funds not immeciately neeced for such financing are available,
make certain mvestments. including investments in the The Trusts' average annual interest rates (excludmg commit-
Company's promissory notes The Trusts' total ochgation of ment fees) on average borrowings of $658.902.000. $500.196.000.;

$713.484.000 at December 31,1983, including accruec interest $381,614.000. $314,360,000, and $231,500.000 (excluding loans
t:tahng $13 484.000. is comonsed of $650.997.000 tor financmg from the Company) outstanding cunn; the years 1983.1982,
construction anc nuclea* fuer expenditures anc $62 487,000 1981,1980, and 1979, were 10.3% 14.7% 19 4%.15.6% and4

investec in tne Company for general corporate purposes 13.2% respectively. Of the total average borrowings $50.546.(X)0.
Fweds neeoed to finance the Company's nuclear fuel program 545.889,000. $45.100.000. $45,100,000, anc $35,016.000 redted
anc the Trusts' interest payments are being provicec by tne to general corporate purposes for the respective penoas Tne
Company The totat $713.484,000 obhgation of the Trusts Trusts' mterest costs on borrowings utiltzed to finance con-
Cxcludes amounte ecfenece by the Cem;:sny to the Con. struction and nuclear fuel are reflectec in the Company's Con-
struction Trust in excess of the $500,000.000 proviced by lend.

struction and Nuclear Fuelin Trust accounts and are cecuctec' ng ba'lks At December 31,19S3, such acvances. including currently for tax purposes on the Company's tax retumi

cecruec mterest. totaies $70.013.000
.

e

,

,, .----r- . - - . -7.-4 .-. ,,.. ,. ---.,,...,,v. .,. -y.-, ,--.. . . ..-.., .-- . , - ~ . - . . - . - r --- _ . . - ~ ,--.-



Vape n
~ - ~

.

h.

. .

Cte T. Commitmenta mmf ConflW:fr 31, 1963 The Company expects that gross expenditures for
Shereham, including AFC. will be approximately $632 million in

Shoreham 1964 before reflecting the Company's recently emplementec aus-
Construction of the Shoreham Nuclear Power Station is virtually terity program and $263 million in the first six months of 1985
comp 6eted with the exception of the installation of emergency The Company is unable at this time to state when the plant mignt
p%er sources. The construction permit for the Shoreham Unit go into commercial operation,11 ever. Additional ceisys beyonc
t d on December 31. 1983 The Company maoe timely July 1,1965 are estimated to cost an additionat $40 to $50 million
ap, .,ation for its extension Pending action by the Nuclear Reg- each month, almost wholly for carrying charges, including
ulat:ry Commission (NRC) on the Company's application for the financing charges, insurance, taxes, interest and overhead
cxtnsion, the construction permit is automatically extenced. expenses The Company believes that all Shoreham related
The Company believes the NRC will grant the requested ex. costs including AFC are ptudent end recoverable from current or

future revenues However, some uncertainties do exist withtension
respect to total recoverability of Shoreham costs as a result of

The cost of the Shoreham Unit. based on commercial operation the issues set forth below which include disallowance, whether
beginning July 1,1985, is currently estimated at approximately resulting from impruoency or otherwise, and economic viability
$4.1 bilisin in the ComDany's opinion, July 1.1985 :s the earliest The Company is monitonng all of these matters and will monitor
oate that commercial operation Could Commence. Approximately any future related matters in determining whether it continues to
$3.2 billion of this amount had been expended through December be appropriate to capitalt2e all or a poqion of Shoreham relatec
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:sts The a:tua m ''t% ca'*ving Cnarpt o W "1cs uDo'. 20:e0130 ir int hCins:*i; proceec'ngS o' that 8". operstm;
beense wit ultimate 9 de issue; mearings or tne offsite sma*.

9:n; otne ta:t:*s tne of: cme c' tne Company s pencin;
Opheahon to rate rene' because o' tne continuing catticutties pen:y response piar bega" on De:embe* 6 1963. cn: are

expecte: to continue wet mt: 1964
mning a* operatm; b: east 10 Snorenam tne p*osoe:t
'o' tunne oe:avs an: un:catamties tu'tne' increases in.

Tne ecera' Emergen:y Managemen: Agency (FEMA) reviewecrs . .:s anc severe bnancia strains to' tne Company
the Company s ottsite emergen:y response ptan anc submittec

ne Company has re:eive: a tavoracie pama' mitia: ce:ision a repon to tne NRC in June 1983 respecting the plan FEMA

om an Atomic Sately 89: Li: ens:ng Boarc f AS;.B) on sub- founc Ine plan to be macecuate m cenam resce:ts anc the

tanichy cP issues eine* ina . tne accoua:y of tne Company's Company submittec a revisee plan A repo t resoe: ting tne

tsrie r:cioiogica emergen:) response clan On lue.ng tne Company's revisec plan is expectec to be fitec with the NRC

. ssue of the autnonty o'Ine Company to implement su n plan) snortly by FEMA Tne Company is unable to predict tne con-

ac tne ace:ua:y c' tne emergency powe' sources Tne mitiat tents of the FEMA repo t whi:n will become pan of the recore

ew:r sources are three emergency die:e generato's Essen- of the Shorenam operating heense proceedings

.ahy ai' of tne ma!o' movm; parts of these generators were
cola::c cher cra:ns were orscovere in tne original crank- The Company beheves that it must engage acditions person-

-

ma'ts in August 1983 Tne tnree generators nave been rebuitt. net with acceptable nuclear rea: tor experience pnor to opera-

1:stm; nas resumec De:ays m testing have beer. expe- tion of Snorenam. anc is uncertaung to ao so
t .:

cne:c cut t: accitiona: cete:ts A senecute for hearm;5
csoe: ting tnt acecua:) c' tne rebuilt emergency 6ese! On January 10.1984 in i.eu of makmg payment of approxW

, pe*crato s wit! not be set by the ASLB before mic-May 1964 at mately $26 2 milhon of prope ty taxes attnbutabie to Shorenam.
oest Tne Company expe:ts that. by tnat time. ois:overy pro- the Company oecioec to oeposit an amount equal to su:n

< :ee:ings wil. nave Deer concluoe:: anc tne testing. cesign taxes (not less tnan $26.2 milhon) witn a there party pencing
tvia anc ouanty revahoatom of the rebuitt emergency cresel resolution of htigation by the Company in New York Supreme
gen:r; tors snovic nave been compiete: Tne Company cannot Court. Suttoik County noeung review anc correction of the

; preciet when hearmgs on tne rebudt emergency diesei genera- assessments of the Snorenam property for toe tax years 1976-
| tors will begm or be compietec Tne NRC has expressed its 77 tnrough 1976-79, anc 196H1 tnrougn 198M4 This action
:;ncern with cesels maoe by tne same manuta:turer located was taken because the Company beheves that Suffolk County,
at otner nuclea' plants as weh as at Snorenam anc is conduct- tne Town of Brookhaven anc tne locat School Distnet would be
mg an mvestigation of tne preolems The Company miencs to unable to refund the taxes paid si the Company is successful m
seen permission, but cannot precict whether suen permission pending tax litigation respecting these overassessments The
will be grantec. to load fuet and begm low power operation County of Suffolk and the New York State Attomey Generst
r 'spany reiymg on emergency sources of power otner than nave erch commenced an action m the New York Supreme

built emergency ciesei generators Govemor Cuomo of Court The Attomey General s action requests sequestration of
i

Ne,. Ycrk and att other intervenors have taken the position that the $26 2 milhon and the County's schon seeks a ludgment
an approvec ottsite emergency response plan is a prerequisite finding the Company liable for the $26.2 milhon. The Com-
to fuel loacinG pany's First Mortgage Indenture and its Generaf and Refunding

incenture permit the payment of the taxes to be deterred pend-

The Company is also proceedmg with the mstallation of tnree ,ng gooc ,atth htigation chahenging the tax assessments The
accitional emergency ciesei generators from another manuia:* Company beheves that it is in comphance with the apphcable
turer. These new accitional emergency diesel generatort are provision of the incentures in the event the Company is not
s:necuted to be mstahec m a new specially constructec buil0* successful m its tax litigation, the Company will pay the taxes

mg anc t:stec by August 19ES, at an aggregate cost of soprox* f rom the funcs on oeposit wnich the Company beheves wih be

imat:ly $91 milhon atmost all of which will nave been expenoec scequate for such purposes.
before the enc of 1964 The approvat of the ASLB respecting
tneir use is expe:te: to be reovirec The Company may be The PSC is currently mvestigatmg the prudency o' the costs
unable to obtain the necessary imancmg or adecuate rates or incurred by tne Company in the construction of Snorenam
to ccnserve sutticient casm to meet its operstmg anc capital Hearings witn respe:t to filec testimony are expectec to begin
reovirements pencing tne completion, mstattation anc testing in May 1984 before an Acmmistrative Law Judge. The Statt of
ct tne new generators the PSC taec its tesumony respecting the pruoency of tne

Snorenam expenoitures on February 10. 1964 Based upon
The4ompany aise f aces senous problems m obtainmg appro'* $3 846 bilhon assume by the Company in its pending electnc
at cf aa ottsite emergency response plan Sven approvai is a rate case to be tne cost of Shoreham it it becomes opershonal

c;ncit on to obtemmg a full power operating beense from tne in January 1985, tne PSC Statt test mony recommenos tnat no
!&,C Su*to:k County and Govemot Cuomo have tamen the more tnan $2.296 bilhon of the Snorenom costs be allowee in
position that an emergenc, response plan is not possible and rate base Tne Staff wouic exclude $104.8 mdhon of enginee'-

have steactasty refuse: to pa'topate m ottsite emergency eng costs as excessive. $295 e mdhon of construction labor
response planning opposing every etton of tne Company to costs as unreasonseit, $610.3 mihion attnbutable to avonoable

Cetam heensmg on Mar:n E 19B4 Govemor Cuomo anc Sut- s:necute ce:ays $$39 3 mdhom attnbutabte to the emergency

ton Cc,unty began separate lawsuits m New Yora cou'ts seen ciesei generator proeiems anc all costs in excess of $3 Ba6
.m . r:spe:tively ce:larato*y ju gments tnat tne Company bdoon if operation of Snoreham is ceisye: beyone Janus *y

.s tne lega' autnonty 10 unce tane its otisce emergency 1985 Tne New York State Consume' Protection Boarc. Suttole
onse pian anc that in6 Company's plan is unlawfut anc County, an: Long is|anc Citizens in A: tion. Inree of tne mter-

thegat unoer the Constitution anc tne laws of New York State venors m tne prueeney inveshgabon in their foed testimony
The Company cisagrees with botn the Govemo' anc Suffot* ahege tnat ''a strong presumption is raisec tnat any exxmo-
C:unt). anc wd vigorcus', oppose tnem in tnis taigat on Wnde tures on Shorenam in excess o' $1.9 bdhoa inrougn 1983 are

ine Compa3 nas eeveiope: as own emergency resconse pla" the rebutt of imprueence * ine Company coule be ' ecus'*:
anc beheves inis plaai wd: acecuate y provice for Int safety of under certain circumstances to writt down the waive of its
the puDii: theft can be ne assura")ce tnat su*n pian wiff de assets if thC eve *lt t*e PSC c sa' low; a po't.on of the Sno'*'

nam cost $ from tnt Company S rate bast 1ht effect o' a 0:sn'*
i m. e ~ , ma ms N -nse e f.*aeal Concitd* an: op''at'ng
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. Company s co 4t> to mee'. its orm ochgations Tne Com- It is possioie inat aceitionat suits may be arougnt in ginsra . m

[pany cannot now ottermme tne amour. i' aN of su:n otsa - ther resoe:tive comeiamts tne piaintifts ausge tnat one o-
t=ance Tne Company peneses tnat its oirs:t t:sumony. Ins: more o' tne oetensants edne moivicushy o m con:er tane:

, m 1985 anc tupoiemente: m 1963 togetne* with its recutta: te ma*e soecuate cisciosures or moot tatse one mis 6eading
j. mony te se toec m Aes 199 supports its view that the statements respe:tmg tne cost of Snorenam anc the manage-

mem o' tne construction o tne Unit The ahepations o' mis-no' Snorenam nave coe* pruoentiy m:urre: In tnis cor".

' no..ign. on Feorwary 6.19N tne Company fitec in inis pro- management appear to be basec eitner upon reports appeann;
1

coecing a reoort preparee oy Artnur D Lmie,in: for the Com- in newspapers o* statements appeanns m the testimony of tne :

cany contammg t nomgs bases on its inoepenoent assessment PSC fdec in tne pruoency mvestigation discussed soove The f

.Of ine Comoanys management of Snorenam. The review by plaintifts. in their respective ;awsuits. seem camages to be
' Artnur D Lmie. Inc was basec on tne same mtormation com provec m tne impation Because these actions have been s: 7

t96ec m cocuments wnsen tne Company has prooucee m cis- recently brougnt.the Company is at u m the process of analyr- |
. . c very proceedmps Drougnt by the PSC over tne course of its mg their monts The Company win oppose the htigation
' . mvestigation of tne prueeney of the management of Snoreham,

as web cs mio*mation provice: by the Company to the PSC. its Nme tai e point 2
; consuttants anc otne* mierestec panes m a series of miervews on peeruary 9,19M, tne Company suspenoec penooit pay- |

: hele Dy tnem mtn the management of tne Company anc its ments for construction of its 18% snare of Nme Moe Pomt 2 a .

c;ntract:rs Arthur D Littee. In: conciuoec *tnat LILCO s oec" nuclear generstmp unit unoer construction nea* Oswego. New I
'

stens anc re:ste: management processes were pruoent uno*' York by Niagara Monawk Power Corporatior as agent for the
the circumstances tnat prevai6ec at that time " Notwitnstanomg cotenants The cotenants of Nme Mi6e Point 2 in accition to the ,

!, tne Ccmpany's behet tnat all of the costs of Snoreham were Company anc Niagara Mohawk.are New York State Ew tne &
| prunntly mcurrec, the Companys Chairman has maicatec Gas Corporation (NYSEG). Rochester Gas & Electnc Corpora-
1 that. as oa*t of a proposat that wouic amehorate the impact of tion anc Central Huoson Gas & Electnc Corporation ,

metuom3 ali o' tne Snorenam costs m its rate base, the Com-
pany might ce winmg to forgo rate recovery wnich wouic oth- g g

'

Crwise resutt frorn mclusion m rate case anc cost of service of with the otner cotenants respect ng the Company s com nuee
up to $500 milhon of Shorenam s cost m retum for cooperation parbespation m tne Unit The Company has teamed that the

'
,

trsm Suttoin County or New York State to bnngmg the Unit mto other cotenants have commencoc discussions as to appro- t

; cperati n Even H ine Company were not allowoc to melude pnate c W action with a vow toware completion of Nme i

; sucn amount m its rate base anc cost of service. it beleves that Meie Pomt 2 consistent witn its present scheoule The Company |
; a wnte cown of Snorenam costs tnrough a charge to mcome has also teamec that the other cotenants have discussee tne

'

; . would not be reeuirec Dy generaHy acceptec accounting possible consequence of an abanoonment of Nme Nh6e Pomt 2
'

I #""C'PI"' if an arrangement cannot be agreed upon. Negara Mohawk
has notifee the Company that it considers the Company to De;

; *SC is also conducting a proceecmg respectmg tne rate in eetault of its obhgations to the other cotenants anc has .'

tt:stment to be applea to the Shorenam mvestment when it comanded payment. Niagara Mohawk has also aevisec thei

begms commercel operation in tnis proceeomg the PSC is Company that it may matitute litigation agamst the Company |
,

; revcwmg vanous proposats to mocerate the impact on con- and that such htigation could result m encumbenng. eimmish-
i sume's resuttmg from metusion of Snoreham m the Company's ,ng or ehmr atmg the Company's interest in Nme Mi6e Pomt 2

rate base The proposats would restnet the size of the rate The ou*;ome of the Company's suspension of construction
,

; mcreases resuttmg from Shoreham's mcusion m rate base du'* paymeats cannot now be predicted. (See Note 4 of Notes to ,

~ o mg tne first few years. contrary to conventional ratemakmg Financiat Statements )
- pokcy. Tne Company's rate mooeration plan is designec to

; . estaphen a level of rates over a penoc of time which is econom. In a report issuec m July 1981 consuttmg engmeets selectec
scahy acceptante to the puent anc the Company. A rate mooer* ny the PSC to provice an meepenoent assessment of the Nine
aten pr:posal to hmet rate me resses due to the Shoreham plant Mi6e Point 2 project conciuoed inat seneoutec shopage of a
was etnsioerec by tne New York State Legrstature m 1982 Dut year Deyono 1966 for the commerciai operabon of the p! ant is

, ' fai6ec to come to a vote Decause of procedural reasons Similar likely and that future regulatory anc economic unceatamtes,

logestation was passee m toe 1983 Legislative Session but aset which coule soc significantly to the ultimate cost anc the.

{ ' vetoec by Govemor Cuomo. There are several proposats time roouirec for competion of tne protect
t getore the itk Legislature concernmg the Snotonam plant. ;

ran anc possibe State amen After entensive nearmgs on the financia requirements anc
economic impact of completmg Nine Mi6e Pomt 2. the PSC'~

,

Tne Company.s Cnairman nas stated that, among other options concludec in April 1982 that contmuec construction of the!

unoer consioerotion Dy tne Company to roouce its caan require- nuclear plant was warrantec The PSC also acooted an incen-
I
-

,

monts, is the abanoonment of Snorenam Govemor Cuomo teve mate of Retum Pian (IROR) to provice an acaec meuce-'

ane steer govemment otheists have suggestec that Shoreham ment for timely ano efficient completion of the piant The IROR
he t:t:lly scanoonec or moefmitely mothmanec Umess the estabhsnes a system of rewares anc penalties casec upon1

PSC grants to tne Company prompt anc aceouste rate m- whether tne plant is completec above or neiow a target cos' of*

ct:ssa any suce outcome covic wen nave a serious acverse H 6 binion set by the PSC
: imanc.a: impact on tne Company anc coute lesparo.re tne con-

tmoec imanciai visointy of tne Company Niagara Mohawk is currently review ng tne costs anc schecuit ;

! for Nine Mile Point 2. last estimatec to be $4.2 bihior wit *
| aerus y itk nine seoarate lawsuits were initiatec as class commercial operation m late 1986 Tnis estimate assumec ;

) acticns ey noioers of the Company a Common Stock anc one cirect construction exponeitures of lait mitnen in 19p Mo*.
|

t wsuit was mitiatec as a class action by a holoer of the Com. ever the Company has been acvised by Niagara Monawk tha?
[ pany's Prefe*ree Stock ahegmg violations of the Secur ties Act M cm by neitures in 199 a'e non esputec M.
. cf 1933 anc tne Secunt.es Esenange Act o' 1934 Two acc.-

- reace 5t15 miinon Tnt Company S snare e', tnt teta estimatn
;

[ tions' lawsuits nave beee enibatec as oe'ivabve acbons Tne
g g 3p g,,3., ,,,,,3 ,,, ,7. 3 99 ,, g,,,o ,mn,g , g . 3 4 ry i

1Company anc cess:a o'itt otheen are na .ec m as of triep g g ,gg,g, p ., p 5 gy ,,g or. pg e.,,,.
6:wsett Severa: of tne ta*tsts atso name certam of the Con- g ,, og ,, ,., g, ,, ,,, . e p, y,,p.3 g 3,,e en.;,p g 3 py .
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ses an: pavments to NYSEG toware its sna'e of tne settieme-
. mateh 535 m,tuom Tnt cor c' tne Company s sna'e o' Nme
M of So nt 2 at De:rnoe *8i 193: Deto'e giving C't?:t t: $35 procee:s Accitionai proceecs from tnis sen ement are cxpe:te:

ir tne futu e The PSC has approv3: Ge ounting treatman-rmiinon o* tectra m:c*ne tas fife * rJ$ullm; from the mieres' wni:n coui: utiimateiy provice ratepaye's witn tne benetits o'
! como*1 Ci su:- Cost. wai 555E mono- Tne 1585 mihion con.

s*** o' $352 miheor 10' cirect coastructio* costs. 57 milho* to'
the Westingnoese settiement it is the Company s ve* tna' the

r " fue: to' tne Unit s't: $216 mahtoe o* financing Costs value o' the Westinghouse settleme*tt is relatec to the Com-

De r:co t o* to any m:ome ter ettects of tne interest po'- pany s investment er BRC anc at tne accroonate time tne

tic of suen cesis Of tne $585 mihion of totat costs.1570 mo-
Co npany antactpates tna it will appiy to the ASC to recoonge
sucn relationship The Company cannot. however, prec5 tne

he- nas been finance: tnrougn tne Construction Trust outcome of inis application

Tne snygy progra propose: by the New York Govemor on BRC has suspenoec att construction The mih is virtuahy com-
Berua"y 15.19M fne outcome of whien is uncertairt coute
incluOs actions to hmst the Company's mvestment m Nine Mile pietec but construction of taihngs disposal facilities woute be

pomt 2. the oevercoment of options for the cotenants to required to comply with heensing requirements As pan o' a

assum2 the Company a share of Nine Moe Point 2. invo?vement plan te preserve the BRC properties. wate' pumps anc eovip-

o* Ine N;w Yora Power Authonty or the Unit anc a phase-in of ment were removed from the partially completec mine resutting
m some w ter intrusion in the shaft The Company beheves tnat

tna costs of the facihty
a significant meditions' mvestment will be raourrec to stan up
construction activity anc to complete the mine anc mil!

Nucle r Fuei
Expenoitures for procurement of nuclear fue!. including ad- The eventuat oisposition of the Comoany's loans anc aavances
van::s amountm; to 3 47.2 maison for the purchase of uranium to BRC and tne viability of BRC as a source of nuclea' fuetconc;ntrates from Bokum Resources Corporation (BRC). oepend on many factors. including the marxet pnce for ura-totacc $156 milhon at December 31, 1933 Estimates for nium At present. the Company beheves that the cost to mine
Snorsham ciscusse: m ints note co not melude nuclear fuet and mill uranium from BRC's propenies suostantially exceecs
ecsts the spot-marxet pnce of uranium

.

Dokum Resources Corporat6on
In 1976 and 1978. tne Company maoe long-range commit:

The Company's ability to recover its loans anc acvances to
BRC through leouscation of the BRC properties or by com-

ments with BRC to purchase 10 million pouncs of uranium poeteng and operat ng the mme and mill propenses is cepenoent
cone:ntrates The contra:ts for uranium concentrates recuired upon an increase in the market price for uranium to levels
acvance payment of $20 milhon by the Company. BRC did not substantially higher than the 1978 marxet pnce levels The
ochver tne uranium concemrates as agreed and also is m domestic uranium market has detenorated markedly since late
c; fault under tne provisions of a Mine and Mill Development 1979, and has remained relatively depressed. Market conditions

mcing Ag'eement pursuant to which the Company pro- for uranium are expectec to improve atter existing uranium*

BRC funcs to complete development of a uransum mme surpluses are depleted, but no assurance can be given that
anc to construct an ore-processing mit! BRC's indebtedness pnce levels will nse to a point where the operation of the mine
pursuant to that Agreement is $511 million The Company also and mill, either as an mtegrated unit or separately, will be
provided BRC witn accitional funas for its operations economecally viable

A Bantruptcy Ccun oreer granting a petition by the Company At December 31,1983 the Company s advances anc loans to
anc cther BRC crecitors for a reorgantzation of BRC unoer BRC totated approumately $84 melhon. This incluces $20 m.l-
CnaptP 11 of tne U S Bankruotcy Code was filed on December hon of advances maoe through July 1978 for uranium concen-
21,1981, affirmee by the U.S Distnet Court, New Mexico on trates and $4.3 milkon expenced since mic 1980 for preserva.
apoest by BRC m July 1982. and affirmee by the U.S. Court of tion and maintenana of BRC's mine and mill properties
Ap; eats for the Tenth Circuit on Decembe' 27,1983 pending resolution of the bankruptcy proceedings discussed

above. The Company ceased accruing mterest on its loans to
in December 1953. the Bankruptcy Court dismissed tnroe of BRC after the fihng of the bankruptcy petition. However, mter.
tos' counterciaims mitially assenec by BRC in an action com- est on the aevance payments for the uranium concentrates ,has
menc:c by the Company m November 1980 to foreclose its continued to be capitaltzed by the Resources Trust and totated
mo9pages held on BRC s mine and mill propedies. BRC has approximately $27.2 million at December 31,1983 This amount
moicatec that it will appeat this oecision The issues in tne 's not incluoed in tne $84 milhon discussec above
truqh BRC countere' aim, which seeks recovery of approxi-
mety $45 milhon m compensatory camages anc $50 milhon m To the extent that the moneys advanced or loanec to BRC or
punitive camages the LILCO mortgage foreciosure, the breach the mterest capitalized on non-mterest bearing acvances are
ct c ntract suit begun by BRC agsmst the Company in which not apphea as a credit against the purchase of other nuclear
BaC seems $295 milken m compensatory damages and $50 fuel, retumec to the Company upon the sale or refinancmg of
miliion in punitive damages. and other suits involving BRC and the BRC propenies recovered through htigation, or ottset by
its crecito's meiucing a shareowne's cenvative action agamst the Westmphouse htigation settlement proceecs tne Company
the Compa9y. have r.ot yet been resolvec will apply to the PSC for appropnate rate rehef The Company

beheves its investments in BRC were prueent anc shoute be
Wnine tne Company beheves tnat both its claims against BRC recoveree from ratepayers The Company has pending befo'e
-ac its oe'enses agamst tne remainmg BRC claims are mentor,. the PSC two proceec ngs respecting amounts being acvancec

no assurance can be g.ven as to the outcome of the htiga- by the Company for the maintenance of the BRC propenies
cete mmm; tne Company s claims tne breach of contract and the Company's htigation expenses Wnile the Company.

action anc BRC s counterctaim beheves that the PSC should act f avorably. 61 cannot preciet tne
utcome of any proceedings before the PSC relating to BRC

ine Company iama9y ente'ec mte its contracts with BRC as a
rav't et tne tanu'e o' Yveshnghouse E6ectric Corporation Two sna'eowne's' derivativt actions. now. conschCatec spans'
(Westin;% oust.10 cehve' uransum conceaitrates Since igct cenair. o' tne Co npany s past anc pres a. cirectors a-c c.f'-

s .as re.eivec tuta proceecs of a:;pioumateiy $2p
cers clawng neghpence anc oreach o',ficuciar,,tntnyeeiram.

cutiet oytne Comit,an r
mihioa or acccu t o'setuemem of its d'eacn o' contract htiga. in.u. e..y . n., -u .. in ennn ri,or,a

_
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acti ng are pe m; A* this timt altnoJg*; ne assuran07 ca*. cuinor.:stica 1: ry ove* in rati! its costs assoa att: wita: tnen

. Dt givt* as 1 int out:r 9t c' emf' o' inest towsJitt tne pro.te:: 39: 10 re:eivt s reture o* the unamot22: ba ance o'
Company beovis tnat ine, w.' not nave a matsna' aavese tnose costs N: oe:isio- nas been issue: by the PSO on tne
++ie:t o[tng Company New Ptave" Sociscatio* A similar apph ation was recently Isse:

to' recovery of int Jamescort Costs

.oup* Decerne 31 19E2 tne Company na: expenoed
$2.922.000 m oetense o' tne two snareowners' oenvative actions Otner
an: a class a: tion settie: in 1963 whi:n alieged tecera! securi- The Company has enterec into substant.ai commitments to-

. tes tw viointions witn respect to cisetosures concern ng the fossit tuei anc gas supoly Tne costs of fue; anc gas supply are*

BRC transactions Of tnis amount. approximately $1.590.000 normally recovere from customers tnrough provisions m tne
w:s psic on benatt of cenam of tne Company's past anc pres- Company s rate seneoutes

*

cnt directors anc ottice s Tne Company nac recoverec
$1,193.000 of the $2.922.000 throup*, December 31.1983. pur. Tnere are currently penoing m the leoeral courts anc before the
suant te its aire: tors' anc o*fice s liability insurance with tne New York State Division of Human Rignts. complaints by
Nttionat Unio . Fire insurance Company of Pittsburgh PA employees aloging tnat tne Company nas oisenminatec agams*
This ensurance an:insuran:e currently witn the New England them on tne basis of ra:e The Company beheves it has mente-

. RIinsurance Core.. tne Buttato Reinsurance Company. anc rious oefenses to these complaints, but it cannot preciet tne

Associate: Eie:tric an: Gar insurance Services Limitec ultimate outcome of inese matters
(AEGIS) orovice tne Compaay witn coverage 1or wrongtut acts
by oirectors an office s as wel! as inoemnification for the Suffolk County retainec Daverman & Associates. P.C Aren.-
Company anc its airectors and officers The insurance from tne tects anc Engineers. to stuoy the feasibility of establishing a
Nationat Unior Fire insurance Company and AEGIS also pro- county-owned electn anc gas udlity m Suttolk County
vins ficuciary habinty coverage for the Company,its directo s Deverman conclude:that acquisition by Suttolk County of the
en: officers. an any employee oeemec to be a ficuciary or Company's distnbution anc transmission ta:aities witnir tne
trustee. for any shege: brea:n of fecuciary outy unoer the County anc of a pro rata portion of the Company's generating
Employee Retirement income Secunty Act of 1974 The total ,,cilites (inclucmg a ponion of such facilites locatec outsice
annua! premium for tnese coverages wnsen are effective Suttolk County) presents * attractive possibihtes' and recom.
tnrough August 1985. is $136.000. rnenoec turtner investigation into suen acquisition. Tne con-

sutting firm also concluoed that acquisitien of the Company
Du2 to the many contmgencies upon which the outcome of tne pas facihtes by Suttoln County 'is not economicahy viable
BRC transa: bons anc tne re:atec litigation are cepenoent the
C;mpany cannot accurately measure either the probability of Tne capital required to finance the acquisition has been est.-
m r:al. zing a loss on the investment in BRC, or the amount of mated by Daverman to very between $969 milhon anc $3.5

t loss if it shoule occur Wnde unoer the most adverse cir- bihion. oepenoing on. among otner things. tne valuation metnoc
..,mstances tne loss couic be matenat the Company beleves used. estimates of consecuential damages and whetner the
that tne loss. it any, by itsett will not have a matenat adverse County woutc be liable to the Company for all or part of the
impact on the financiai concition of the Company. cost of the Shorenam facility. The Company beleves that the

estimated range ref6ects grossly maceouste compensation for'

Abandoned Generating Propects its facihtes s.nc for the severance and consequential damages
in tne late 1970 s. the Company and NYSEG nac sougnt reguta- wnich the Company woule sustain as's result of such acquis-
tory approva: for tne construction of nuclear plants at Jamer* tion.
pon anc New Haven. New York The apphcation for New Haven
was cenie: by a New York State Boarc on E6ectne Generahon Suffolk County has not meicated what action wil; be taken
Siting anc the Environment (Siting Boa c) The Siting Board concerning tne findings of tne report wnien was first mace
wnien consioere: the Jamesport apphcation approved a coal- pubhc in June 1983 Snoutc the County government cetermine
firsc retne' than nucles' plant. and NYSEG witnerew from the to accuire tne Company's facihties, a proposition must be sub-
project The Company re:eivec a pestoonement from the Sit' mittee to ano app *ovec by the County's voters m a pubhc refe*-
ing Boarc in order to stucy its options and alternatives anc seek encum if the proposition were approvec. and if the County's
new panne s The Company was unsuccessfulin finding otner ngnt to conoemn the Company's facihtes were sustainec by
panners Fmahy. in November 1983 a New Yorn appellate court the Courts, the amount of tne awarc to the Company for tnt:
nuinfiec tne certificate autnonzing a coat plantrand oismissec propertes acquirec anc aeverance anc consecuential camages
tre Company's sophcation The Company dic not appeal this would be oeterminec m proceecings m the New York State
o* Cision Courts The Company will continue te monitor closely any

Tne Company's snare of the Jamespon nuclear anc coal-
r:latec costs net c' eshmate: tas effects of $21 milhon. was in February 1964 a New iork State Supreme Coun Justice
approximate'y $75 mihica at De:emDec 31.1963 in connection dismisse: a lawsuit tnat would nave pronibited the Compaay
witn tne cancenation o' Jamescort. Westingnouse is c: aiming from ce:lann; or paying civicenes on its common or preferre:
goc *oximate'y $63 miinon in cancehation costs for the Nuclea- stocks and would have suspence: the mteren eie:tne rate
St:am Suopiy Systems m a:cidon to oayments alreacy mace, increase grantec by tne PSC last yea Tne proceecing was
wn::*. cia:m the Compay is ciscuting 11 tnere are any cance:- brought as a class a: tion by a busmess associauon an: seve a

tion costs. NYSEu an: the Company would snare them commerciai anc resioentiai ratepayers against the Company
3"*"Y and the PSC This oismissa: is suoje:t to appea'

Tne Company's snare of the abanconec New Haven nuclear Tne PSC is mvestigating tne Companys practices involving
prote:t costs net of eshmate: fecera' m:ome tar ettects of 514 safety checks of ma:tive gas hnes Tne Company is m t^e
mahon was $43 many a De: ember 31.19h3 p,gg,33 e, eg77,ggn;,q p, cone- s If tm PSC ce c mmes : .at

a penaity snOuic bt asst ssec for violahons o' tne Natura' bM
53.g., Cocc tr,e per.a't, couic be a rag at it rr~.vTnt ComcaN nas a::. e: 1:,Inc PCC 1o re:over, e' tne ce:S

ano:iate: w.tt: New we . An A min.stranve Law Juegt of
.........e.. . . . . . . .. .. ,---. .
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ITEM 2 - Managceent's Discussion end Analysis of Fin:ncial
Condition and Results of Operations

RCSULTS OF OPERATIONS
r

Ea rnints: Summary earnings results are:

3 Months 12 Months
3/31/84 3/31/83 3/31/84 3/31/83

Income for Common Stock
S 95.8 $ 74.0 5 308.9 $ 254.1(Millions)

Average Commen Shares
Outstanding (Millions) 109.8 101.2 104.7 95.3

-Enrned Per Average

Common Share S .0.87 $ 0.73 $ 2.95 $ 2.67 i

Custoner additions and increased consumption by existing customers resulted in
cn increase of 8.3% in system electric Wih sales during the first quarter of
1984 as compared to the same quarter in 1983. Customer additions and con-
vorsions, increased consumption by existing customers and colder weather during
the 1983-1984 winter resulted in an increase of 12.8% in system therm sales of
gas during the first quarter of 1984 as compared to the same quarter of 1983. .

iFor the 12 months ended March 31, 1984, system kWh sales of electricity were
7.5% above the. same period in 1983, and system therm sales of gas were 5.2%

_ obove the same period in 1983.

In' June 1983,_ the PSC ordered the Company to change its recording of Shoreham
related allowance for funds used during construction (AFC) from a net-of-tax
basis to a gross basis ef fective February 1983. This change did not increase '

customers' bills, but did increase AFC, which resulted in a non-cash increase
in income for common stock of $4.9 million for the three months ended March 31,

As a result of the interim rate increase order ef fective September 15,1983.
1983, what otherwise would have been future non-cash AFC earnings generated as
o result of the PSC's June order, were replaced by cash earnings in an amount

to the amount granted as the interim rate increase. Accordingly, ,cquivalent
the Company estimates that $12.1 million of net af ter tax cash earnings were
received in lieu of non-cash AFC earnings between January 1 and March 31, 1984

For the twelve months ended March 31, 1984, the ratio of earnings to fixed
charges was 2.51 compared with 2.41 for the comparable period in 1983 and the~

ratio of earnings to fixed charges and preferred dividends was 1.90 compared
with 1.88 for the comparabic period it. 19!3. Both ratios are computed in accor-
dance with the rules of the Securities and Exchange Commission.

The increases in the average number of common shares outstanding indicated in
the sale of 5.0 million shares in January 1984, andthe foregoing reflect

continuing sales through the Company's Automatic Dividend Reinvestment and
Employee Stock Purchase Plans - totaling 3.7 million shares for the twelve months

|
ended March 31, 1984 As a result of the suspension of payments of common

-

L

. _ _ _ _ _ _ _ _ _ . _ _ . _ _ _ _ _ - _ _ _ _ _ _ _ _ _ . _ _ __
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stock dividends as part of the Company's austerity prograr to conserve cash,
|there will be no further sales through the Automatic Dividend Reinvestment Plan
;

until common stock dividends are restored. I
,

i

Dividends : The Board of Directors at its regular monthly meeting held |
i

December 21, 1983, declared a regular quarterly dividend of 501/2c per share
on its common stock. This dividend was paid February 1,1984, to shareowners j

of record January 3,1984. ,

,

|The February 1,1984 common stock dividend was declared by the Board of '

Directors af ter an in-depth discussion of the political and regulatory uncer-
tainties facing the Company's financial condition and prospects. As part of |

its-austerity program to conserve cash, on March 6,1984, the Company announced
that it would omit cash dividends on the common stock for the balance of 1984
or until such time as the Company's financial condition is sufficiently strong
for dividends to be restored. .

The Company estimates that for federal income. tax purposes 100* of the common
stock and 60% of the pref erred stock dividends paid in 1983 represented a

Thereturn of capital and, therefore, may not be taxabit as ordinary income.
Company cannot presently estimate what percentage, if any, of the common stock
or preferred stock dividends paid or to be paid in 1984 sight be considered a ,

iWhether or not any portion of future preferred stock orreturn of capital. icommon stock dividends will constitute a return of capital and therefore not be
treated as ordinary dividend income is dependent upon a number of factors
including, but not limited to, the austerity reductions, future rate relief,

;

the resultant earnings of the Company, the size of the Company's construction ;

program, the amount of construction work in progress permitted in rate base and |

If the distribution of dividends considered a ;
changes in income tax laws.
return of capital results in a reduction greater than the recipient's existing |

tax basis, the excess is reportable as gain from the sale or exchange of the
stock. >

The calculation to determine the amount of dividends considered a return of
capital is subject to audit by the Internal Revenue Service. .

.

f

Total revenues, including revenues from the recovery of fuel costs, ;

$ Revenues: |increased $66.0 million, or 13.7% from $481.4 million in the first quarter of
1983 to $547.4 million in the first quarter of 1984. The principal factors>

:

f' causing these increases were:
_

Increase or (Decrease) |.

Current Year Period From !

Prior Year's Comearable Period, -.

! 3 Months Ended 3/31/84 [

Cas Total |;

i
Tactors Causing Change in Revenues Electrie

_

(Lollars in . Millions)
(1) Fuels and Purchased Power $15.9 $(1.4) $14.5

j (2) Rate Increases 26.3 7.3 33.6 ;
'

! (3) Changes in Energy Sales
and other Changes $10.4 7.5 17.9 |

T5TI ita.4 su.o !t

|. Total

| i
.

: .- . s
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Additional information about these f actors is as follows: |

Changes between the current and prior
Fuels and Purchased Power:(1)
year's comparable period in the costs of electric fuels

purchased

power, and gas fuels were influenced primarily by (a) the mix of each
fuel used and (b) changes in the cost of the fuels.

During the first quarter of 1964 the Company was able to(a)
displace 30% of the oil it would otherwise have ured to
generate electricity by burning gas and purchasing econoey
power f roe other utilities. During the first quarter of 1983
such displacements totaled 27%.

The r.1x of fuels and purchases of power for the Company's
electric system energy requirements during the first quarters
of 1984 and 1983 was as follows:

% of Total
3 Months Ended 3/31

1984 1983
Fuel Mix % 73%

*

011
6 8

Cas
24 19

Purchases T05T 1001Total .

The cost of fuels and the changes in cost from the prior(b)
year's comparable period were as follows:

3 Months 3/31/84
Total increase or

Cost * (Decrease)
$ $ %

Tuels and
Purchased Power *

(Dollars in Millions) $137.1 $ 7.4 5.7%
Electric Fuels 35.0 8.5 32.1
Purchased Power 88.3 (1.4) (1.6)
Gas $260.4 S14.5 5.9%

Total*

Includes fuel cost adjustment deferred.-
*

The average unit prices of fuels and the chanFes in average unit
prices between the current and prior comparable period were as
follows:
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3 Months Ended
3/31/84

Increase or)
Average (Decrease)
Unit Unit

Price * Price !

Aversee Unit Price *
For Electric Operations -

c/kWh
Fuels consumed for
net generation 4.57c 0.18e 4.01

Purchased power 4.02c 0.08c 2.0

For Cas Sendout - S/Dth $3.97 ($0.51) (11.3)

Includes fuel cost adjustment deferred.*

.

Rate Increases: The increases in revenue attributable to rate(2)*

increases totaled $33.6 million in the first quarter of 1984 of which
$26.3 million was electric and $7.3 million was gas. Substantially

all of this revenue improved cash flow and coverage of interest
charges before taxes. The Lepact of the rate increases on earnings in
the first quarter was partially offset by additional deferred tax
expenses of $12.2 million. .

On December 19, 1983 LILCO submitted to the PSC updated testimony
asking for electric rate relief of 11.8%, or $188.5 million, in
addition to the interim electric rate increase that became ef fective
Sept embe r 15, 1983. The Company expects a decision on its total per- [

manent rate request of $281.1 million by October 1, 1984. If Shoreham
comes on line any time between October 1,1984 and September 30, 1985,
the period of time for which rates will be established in the case,
LILCO has proposed an accounting mechanise for deferral of Shoreham's
costs for recovery at a later date. The Company is also awaiting the
establishment of rate moderation principles in a separate proceeding
pending before the PSC. The Company is requesting a 16.3% return on
coecon equity and an overall rate of return on rate base of 13.75%.
For further discussion of rates see Part !!, Item 1 (d).

(3) Changes in Enerav Sales and Other Changes
Electric Changes in energy sales to customers result from changes
in the number of customers and in the level of consumption by
customers, which, in turn, may be influenced by dif ferences in weather~

These and other changes resulted in a $10.4 millionconditions.
increase in electric revenues between the first quarters of 1984 and
1983. The changes in the f actors between coeparable 1984 and 1983
periods were as follows:

!

.- - _, _ _ _ _ . , _ _ _ _ _ _ _ _ _ _ _ _ _ - . . _ _ _ _ _ . . _ _ _ . . . _ _ . . _ _ .- -
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2 Incraese (Dscrease)
Current Year

Period Fror Prior
,

Year Comparable Period i

3 Months
3/31/84

1.02- Residential
Average Number of Customers - Commercial & Industrial 2.4

|6.6
Average kWh Use Per Customer - Residential

- Commercial & Industrial 6.4

3 Months Ended 3/31/84 .

Increase or
(Decrease)

*

Total Fros Prior Year i

!
kWh Comparable Period '

Sales kWh 2
|

*
*

Electric Sales i

(kWh in sillions)
Systes Sales

Residential 1,576.6 112.3 7.7%
.

Commercial &
Industrial 1,762.4 144.3 8.9

133.8 8.5 6.8
other

Total Syster Sales 3,472.8 113!T 8.3
170.1 18.9 12.5

Power Pool Sales
3.642.9 IT4" 5 U

Total
'

Changes in energy sales and other changes resulted in a $7.5 million increaseCgs,r
in gas revenues between the first quarter of 1984 and 1983.

.

Approximately 84% of the Company's annual system Dekathers (Dth) sales ofAccordingly,
gas results f rom consumption by space heating customers.
total gas system revenues and sales are heavily influenced by seasonal

,

torperature variations bwtween periods and the availability of gas for sale
to interruptible customers.

In the first three months of 1984, the everage Dth use of gas by space.
i

heating customers increased 15.9% while the number of degree days billedIn addition, the average
increased 15.9% compared to the same 1983 period.
number of gas space heating customers increased 1.6% resulting in a 17.71Sales ofincrease in total sales of gas to firr space heating customers.

.

!Sales to inter-
gas to firr non-space heating customers were up 7.01.The changes in the factors between
ruptible customers decreased 29.7%.
comparable 1984 and 1983 periods were as follows:

.

A _ _ _ _ _ _ _ _ _ _ . . _ . _ _ _ _ _ _ _ _ . _ _ _ . . _ . _ _ _ _ . _ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ . . _ _ _ _ . _ . _ _ _ . . _ . _ _ . _ _ _ _ . . . . _ . _ _ . _ _ _ _ _ _ _ _ ._. _ _ _ _ _ . . _ _ _ _ . _ . . _ _ _ _ _ _ _ _ _ _ . . _ _ _ _ _ _ _ _ . _ _ _
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3 Months 3/31/84
Total Increase or
Dth (Decrease)

Sales Dth
Ces Sales
~

(Dth in millions)
Fire Systee Sales

Space Heating 18.4 2.8 17.7%

Non-space Heating 2.4 0.1 7.0
Total Firn IU 2.9 16.4
Interruptible 1.1 (0.4) (29.7)
Total System Sales 21.9 2.5 12.8

Degree Days Billed 2,862 393 15.9

Operations and Maintensnee Expenses: Total operation and maintenance expenses,
excluding fuels and purchased power, decreased $0.2 million, or 0.4%, f rom
$62.1 tillion in the first quarter of 1983 to $61.9 million in the first quar-
ter of 1984 While maintenance expenses on electric generating f acilities were
up $0.5 zillion and administrative and general expenses including seployee
benefits, outside services, data processing and regulatory expenses in total
were up $1.2 million, research and developunt expenditures were down $1.6
million. All other expenses combined were down $0.3 million. ,

other items: Tedersi income taxes in the first quarter of 1984 were $17.3 !

million higher than in the corparable 1983 period. Other items such as depre- !

cistion, operating taxes, interest expense (both long-ters and short-terr) and
preferred dividend requirements in the first quarter of 1984 were higher than
the first quarter in 1983, in aggregate, by $34.1 million. These were somewhat
offset by a $10.2 million increase in allowance for funds used during
construction (ATC).

ATC (excluding ATC related to capitalized interest of the Trusts) totaled $72.7
tillion in the first quarter of 1984 and $62.5 million in the first quarter of
1983, representing 76.0% and 84.4% of income for common stock in each period,
re spe ctiv ely. Included in income for the first quarter of 1984 was $1.7
million of ATC related to the Nov 1.sven project and $2.7 million of ATC for the
nuclear and coal related costs for the Jamesport project. In June 1983, the
PSC ordered the Company to accrue, with certain restrictions and liritations,
Shoreham- related ATC since Tabruary 1,1983, on a gross basis as opposed to
the net-of-tax basis in use since 1976. For further discussion of the effect '

of this adjustment on earnings see this Item 2 Results of Operatiens -"

Earnings. (See Notes to Financial Statements in the Company's Fore 10-K for
the year ended December 31, 1983.)

CAPITAL RE0t'IRIVINTS AND L10t'IDITY

Carita! Recuirerents: Capital requirenants for LILCO construction, Truet
requirements, and refunding in the first three months of 1984 totaled $123
million excluding $73 eillion of non-cash ATC.

- - _ _ - - _ _ _ - _ - - _ - _ _ _ _ _ _ _ _ _ _ - _ - _ - _ _ _ _ _ - _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - _ _ _ _ _ - _ _ _ - _ _ _ _ _ _ _ _ - _ _ - - _ _ _ _ _ - _ - - _ _ _ _ _ _ _ - _ - _ _ _ _ _ _ -
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Capital requirements for the first three months of 1964 were as follows:

C pital hequirements
(Dollars in Millions) First Three Months 1984
LLLCO Construction Requirements

Electric - Shoreham $142
- Other Production 6

- Other 11

Total Electric $159
Ca s 3

Common 1

Total LILCO construction (Incl. AFC) $163
Less AFC (73)
Total LILCO construction (Excl. AFC) $ 90

Trust Requirements
Nine Nile Point Unit 2 (including fuel) (1) , $ 12 (2)
- capitalized Trust Interent 15

Nuclear Tuel (1) -

- capitalised Trust Interest 4

Total construction & nuclear fuel (Excl. AFC) $121
2Refunding Requirements -

Total capital Requirements $123

(1) Financed by Trust. See Notes 4 and 7 of the Notes to Financial Statements
'

contained in the Company's Annual Report for 1983 on Form IO-K.

(2) Excludes $19.2 million of suspended construction costs. See Notes 4 and
7 of the Notes to Financial Statements contained in the Company's Annual
Report for 1983 on Form 10-K.

Carital Provided and Liquidity: Proceeds from external financing through sales
cf long-term securities during the first three months of 1984 totaled $63.5
cillion. Or January 10,1984 LILCO sold 5.0 million shares of Common Stock, at

. a price of $10.50 per share. This sale provided net proceeds, af ter under-
writing coemissions, of $51.7 million. For the three months ended March 31,
1984, proceeds from the continuing sales of comeen stock through the coepany's
Automatic Dividend Reinvestnent and Employee Stock Purchase Plans totaled $11.0
million. There will be no further proceeds through the Automatic Dividend Rein-
vostrent Plan until common stock dividends are restored. At March 31, 1984,
the Company had cash and short term investments, excluding investme*nts in the
Trusts, totalling $173.7 million.

.

Tcr discussion of the current ratings of the Company's principal securities see
Pcrt 11. Item 5.

.

The Company's objective in 1984 is to balance its cash receipts and disburse-
ments without further recourse to the capital markats. Based on this
cb j e c t iv e . the ' smu.uw.. . _..... . _. - . _ _ - ---

-r. .,

aedse$oirt '.4*w4mosomenw K m ,n _ " ' 7 '- _ , _ . M- - ^''
-

dw w 3tP4*94* On September 1,1984, $90.0 nr.1111on of General and Refunding
3:nds mature.

.
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PAK; II. OTHER INFORMATION

leer 1. Legal Proceedings

Shoreham Litigation: George Allen, a cemmon stockholder ofa.
the Company has begun a class action against the Company, former Company
of ficers Charles R. Pierce. Wilf red O. Uhl. Thomas H. O'Brien; the
Company's Treasurer Edward W. Eacker and Controller Hfchael Crumak; and

The action wasPrice Waterhouse, independent accountants for the Company.
filed in the U.S. District Court for the Eastern District of New York on
April 10. 1964

Also named as defendarts are Blythe Eastman Paine Webber
Incorporated. Prudential Bache Securities. Inc.. E. F. Hutton & Company
Inc., and Lehman Brothers Kuhn Loeb Incorporated who are named
individually and as representatives of the underwriters of the Company's
Lommon Stock effering in January 1982. The plaintiff claims that certain
acts and omissions by defendants violated Section 11 of the Securities Act
of 1933 and Section 10(b) of the Securities Exchange Act of 1934.
Plaintiff seeks to recover a monetary award for damages sustained.

.

Norman Goldf arb. Ella Coldf arb, and Edna Weisberg have begun a
shareovners' derivative action against the Company, former Company
efficers Pierce. Uhl. O' Brian ard Andrew Wofford, present officers Eacker,
Czunak Executive Vice President James W. Dye, Jr., and Directors
Catacosinos. Fortunof f. Fromm. Gif f en Goldberg Mackay. Pyne. Talmage.

The actionVineyard, and former Director John D. Maxwell, now deceased.
for the Eastern District of New Yorkwas filed in the U.S. District Court

on April 16. 1984

T1sintiffs Coldfarb and Weisberg claim that the defendants
breached their fiduciary duties in connection with the management of the

Plaintiffs also allege that certain acts and omissionsShoreham project.
by the defendants in disclosing inforention on the Shoreham project
violated Section 10(b) of the Securitten T.xchange Act of 1934. Rule 10b-5
promulgated thereunder and Section 14 of the Securities Exchange Act of
1934 and Rule 14a promulgated thereunder. Plaintiffs seek an accounting
of any resulting financial loss and equivalent damages therefore and
rescission of all contributions made under various compensation plans for-

the benefit of the defendants.

Alfred Cicci a preferred stockholder of the Company, has begun a
class action on behalf of all purchasers of the Coepany's Series W
Preferred Stock from March 28. 1983 to December 22. 1983 against the
Ceepany Price Waterhouse, and Hessrs. Pierce Uhl O'Brien. Crumak.
Eacker, Ca:acosinos. Fortunoff. Ciffen, Coldberg. Paterson Taleage, and
Mrs. Vineyard. The suit was filed in U.S. District Court fer the Eastern
District of New York on Kay 3. 1984. Certain underwriters of the

GoldmanCorpany's 1983 Series W Preferred Stock offering are also named:
Sachs i Co.. Morgan Stanley & Co., Bear Stearns & Co.. Drexel Burnhae
Larbert tre. L. T. Rothschild Unterberg Tovbin. Shearson/Aecrican Express
Inc. . Warburg Paribas Becker. Inc., and Werthe1e i Co. Inc.

- _ _ - _ _ - - _ _ _ _ _ _ _ . _ _ _ _ _ _ - _ _ _ _ _ - _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ . _ _ _ _ _ _ ___ ___ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ .
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Cicci claims that certain acts and omissions by the defendants
with respect to the Prospectus for the Series W Preferred Stock offering.
the Company's financial statements and reports, violated Sections 11 and
12 of the Securities Act of 1933. Section 10b of the Securities Exchange
Act of 1934 and Rule 10b-5 promulgated thereunder. Plaintiff Cicci seeks
to recover a monetary award for damages sustained.

Sitice January of 1984, sixteen actions including the actions
discussed above have been filed based on allegattens of mismanagement of
the Shoreham project. The filing of these actions began shortly af ter the
issuance of a report by the Staf f of the Public Service Commission (PSC)
as to the prudence of the Shoreham project costs. (These actions are
discussed in the Company's Annual Report on Form 10-K for the year ended
December 31, 1983. A discussion of the PSC's review of Shoreham project
management and costs appears in the Notes to Financial Statements in Part
1. Item 1 of this Report.) The Court has directed that a single amended
complaint be filed by May 24, 1984 which will consolidate all sixteen
procencicts in ene action.

b. People Who Care. Ltd. . et al. v. LILCO. et al.: In February
1984 a New York State Supreme Court Justice denied a motion for a .

preliminary injunction and dismissed a lawsuit that would have prohibited
the Company f rom declaring or paying future dividends on its common or
preferred stocks and would have suspended the interim electric rate
increase granted by the PSC last year. The proceeding was brought as a
class action by a business association and several commercial and
residential ratepayers against the Company and the PSC. The plaintiffs
have filed a notice of appeal,

c. Shoreham Nuclear Power Statient _ ,'' ' r^ - - ' ' "

block of one of the emergency diesel generators at Shoreham was discovered
during ratesting of the rebuilt engine in April 1984 A replacement
cylinder block is scheduled to be delivered in June 1984. Reassembly and
testing should be completed in September 1984. A final integrated

electrical test of the other two rebuilt emergency diesel generators has
been successfully completed. A hearing schedule on the emergency diesel
generators is not expected to be set until late May 1984, at best.

The Company applied in March 1984 for approval to load fuel and
begin low power operation principally relying on emergency sources of

,,

' " '
power other than the rebuilt emergency diesel generators. t-

,

p.23ci- - _ i.23 -_ .n April 4,1984 by a newly convened-

4

Atomic Safety and 1.icensing Board which had bean formed to decide whether
the issues in the Company's March 1984 application should be granted. The

schedule provided for comp 19 tion of discovery by April if, with hearings to
begir. on April 24 and to conclude on May 5, 1984 On April 25. 1964. the
United States District Court f or the District of Columbia granted a
request by Suf folk County and New York Covesnor Cuomo for a temporary
restraining order prohibiting the conduct of hearings. The NRC then
vacated the schedule and on May 7 heard oral arguments by the parties. A

decision is expected shortly. Further hearings may be held. 4sommeser
u .a_ .<- - m -- *

e <nA.u,y_
,
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Company cannnt predict whether approval to load fuel and begin low power
eparation will be granted with such alternative emergency power sources.

The Company has pending with the PSC an
|d. Rates: Allapplit;ation for a permanent increase in electric rates. |

crons-examination of ti.e direct cases of the opposing parties and the
Company's rebuttal presentation has concluded. The Company has filed

t

add:tfonal testimony relating to the Company's financial condition and the
(Further information on the Company's rate case andausterity program.

recent austerity measures apprare in the Company's Form 10-K for the year ^

;

erded December 31, 1983.) A decision on the application for increased
rates is expected to be issued by September 30, 1984

A action by the New York State Consumer Protection Board (cps)
which sought to have any cash savings resulting from austerity measures
currently allocated for the benefit of customers has been denied by theThe CPB motion also sought an order byAdministrative Law Judge (ALJ).
the PSC prohibiting payment of preferred dividends and directing the
Company to tesin negotiations with bondholders with a view toward reducing

An interlocutory appeal of the diseissal has been filed withits debt. A similar motion by the Staff of the PSC sought identification *the PSC.
of the savings resulting from the Company's austerity program in order te
permit later determination by the PSC as to the dispnsition of these

This Leotion was also denied by the A1.J but subsequently grantedbenefits. The Company has been directed to submit, by
by the Commission on appeal.an acccunting plan to recognize and preserve for laterMay 22, 1984,
disposition as directed by the Conuninston, the benefits of the austerity
program for gas ard electric operations.

Nine Mile point Unit 2 In April 1982, the PSC formulated
an " Incentive Rate of Return" plan (IROR) related to future recovery of

a.

the cost of Nine Mile Point Unit 2. The plan was based on a target total-

If the plant were completed at a j

cost of $4.6 billion set by the PSC.
ccst below $4.6 billion, .the cotenants' rates of return on the plant
investment would increage according to a formula set by the IROR.

in a reduction of the rates ofConversely, any cost overrun would result
return.

In late March 1964, Niagara Mohawk Power Corporation, the project
sanager, annouccod an increase in the total project cost to $$.1 billion.
kespnnding to the Niagara Mohawk re-estimate, the PSC on May 9, 1984
issued for public comment a prop 0FA1 to amend the IROR to previde for a
$$.4 billion cap on the enount of the total project completter rest which

*

Expenditurescould be recevered by the cotenants from their ratepayers.
between $4.6 billion and 85.4 billion would still be subject to the IROR,
but with no reenvery of any expenditures above $$.4 billion.The Cor.pany is

|
unable to predict whether the PSC will adopt such a proposal or whether i

Unit construction costs will reach the $$.4 billion level.
I

_ _ -_-__ _ --__-__ --___-___--__- - - _ _ - - - - - - _ _ - _ _ _ - _ _ _ _ - - - _ _ _ - _ _ _ _ _ _ _
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(Information on the Company's suspension of payments for
construction of the project and information on other aspects of the
Compery's participation in this project ap,* ear in the Notes to Financial
Statements in Part 1. Item 1 of this Report.)

Itcr 2. Changes in Securities

None.

Itet. 3. Lefaults upon Senior Securities

Nene. ,

Itee 4 Sub=issien of Matters to a Vote of Security Holders

None.
.

Item S. Other Information

a. Ratings of Seetritiest Citing continuing financial and
political problens with the Shoreham Nuclear Power Station project. Fitch
Investor's Service. Inc. (Titch). Standard & Poor's Corpuration (56P) and
Duff and Phelps (D&P) recently reduced the ratings of the Company's debt
ard Preferred Stock.

meenhdesse' Hoody's Investors Service Inc. (Moody's) has the Company's
debt and Preferred Stock ratir.gs under review. D&P has the Company's
securities on a " watch list." The current ratings of the Company's First
Nortgage Bonds General and Refunding (C&R) Bonds and Preferred Stock are
as follows:

Moody's Titch S&P D&P

Tirst Nortgage Bonds Ba2 BB+ BB- 14

C&R BonJs Ba3 BB B 15

Preferred Stock "b3" 8 CCC 17

b. Appointment of a suceeannr Trustee _ The Company has*

appcinted Sterling National Bank & Trust Company of New York as Successor
Trustee under the Company's General and Refunding Indenture dated as of
June 1. 1973 (C&R Indenture). Sterling accepted the appointment which
became effective April 19. 1984 The company initially published notice

i of thi6 arpointment on May 2. 1984.' Under the C&R Indenture if the

holdars cf a majority in principal arount of C&P Ponds then outstanding
shall appoint a different Trustee within one year from the date of such
publicatien, the appointment of Sterling would be superseded,

w _ _ _ _ _ _ _
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Item 6. Exhibits and Reports on Form 8-K
|

a. Exhibits

3. By-laws of the Company as amended on April 25, 1984.

4. Instrument of Resignation Appointment and Acceptance.
-dated as of April 19, 1984, naming Sterling National
Bank & Trust Company of New York as Trustee under the
GER Indenture.

b. Reports on Form B-K

In its Form 8-K dated January 5, 1984, the company reported on
(1) the status of-the Shoreham project, 1984 financing plans and capital
requirements; (ii) the receipt of notice frot lending banks that they
would nct extend the term of the Tri-Counties Resources Trust revolving

(iii) the decision of the U.S. Court of Appeals for thecredit agreement;
10th Circuit affirr.ing the bankruptcy order relating to Bokum Resources
Corporation; .(iv) the issuance of 5 million shares of common stock;
(v) the dismissal of the action brought against the Company in connection.
with the Series T~ Preferred Stock offering.

In i,ts Form 8-K dated January 10, 1984, .,the Company reported on
the withholding of approximately $26.2 million of property taxes
attributable to the Shoreham plant and the decision to develop a program
of. austerity.

~ Q ,-

- _

In it's Form'8-K dated February 21, 1984, the Company reported on
,

~

(ii) current(i) the election of"a new chaiEman of the board of-directors;(iii) the suspension ofoutlook for the Company!5 1984'financihg-plans;
s for the Nine Mile Unit 2 project; (iv) the status of'

~ construction payme
the Public Servide vammission's investigation as to the prudency of the

| cott's; _(v) the status of thei Shoreham project and theShorehar; project[. three emergency.diessP senerators; (vi) 't'ne commencement of class actions
| the' Company and certain off:.eers, former officers, directors and! against ~ (vii)'the commencement offormer.ditectors of the Compsny, among others;

litigaticpb[theAttorney-GeneraloftheStateofNew1YorkandtheTown
of Erookhaven based on uthe Company's withholding of 'certain real property
taxesi Tviii_.) the d1Eissal of a class action lawsuit which sought a'

' preliminar'f,Injunctich, against- declaration of dividends on common and
prefirred ' stock.and the -suspdnsion of certain electiic rate relief;

y (id reduction in'certaindratings of the Company's securities; and (x) the
,

' of a succet' sci .tr'uit.ee ,under thW Company's First Mortgage.;

| ' appointment
" . - ~~

'
. ., .

jn the Compayi"s " "' womp4M=HM!m", the Companyd
f

' '

i ,
. E Yeported on_ chang'es 16 the Ccepany's senior t,adsgement. .

,
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SIGNATLTE

Pursuant to the requirements of the Securities Exchange Act of 1934,
the registrant has duly caused this report to be signed on its behalf by
the undersigned thereunto duly authorized.

LO!!G ISLAND LIGHTING COMPANY
(Registrant)

'

By G. J. Sideris
GEORGE J. SIDERIS

Vice President-Finance and
Principal Fx. incial Of ficer

Dated: May 15, 1984
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EXHIBIT INDEX

Page No.
Exhibit

3. By-laws of the Company as amended
on April 25, 1984.

4 Instrument of Resignation Appointment
and Acceptance, dated as of
April 19, 1984, naming-Sterling National
Bank & Trust Company of New York as Trustee ,
under the G&R Indenture.
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INTRODUCTION

After over 18 years of planning, construction,

and licensing, LILCO's Shoreham Nuclear Power Station

(SNPS, the plant, Shoreham) is completed and ready to

go into operation. The plant was conceived and built

to assure a continue'd source of future low-cost power

to the r'esidents of Long Island.

The fate of the Shoreham plant remains uncertain

$ecause Suffolk County has refused to participate in a

federally mandated emergency plan for the 10 mile aren -

surrounding the plant. Both Suffolk County and the

State of New York are contesting the operating license

of the plant before the Nuclear Regulatory Commission.

.

Meanwhile, most of the cost of the Shoreham

plant -- including carrying charges of over $40 million
each month -- is not yet reflected in LILCO's rate

base, and as a result the Company's cash flow is

insufficient to support its operations. In view of -

LILCO's financial condition, external financing is not

presently available, and the Company's current estimates
shew that it will run out of cash in September 1964.

-1-
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EXECUTIVE SUMMARY l

In an effort to bring certainty to the destiny

of the plant and stability to LILCO, its ratepayers and
- the'Long Island economy, this position paper concludes

that LILCO will continue to seek a license for the-
Shoreham plant so it may begin operation as soon as

possible. The operation of SNPS will result in lower

rates for the ratepayer than not operating the plant;

all independent inspections indicate the plant would
be safe; and its operation is essential to ensure a

. reliable supply of energy for Long Island. .

The plant is completed and must be paid for

whether or not it ever generates electricity. The

question _being debated is not whether LILCO should becin

construction of a $4.1 billion nuclear facility.
Rather, the issue at hand is why the people of Long

e' Island should not receive the benefit from this completed

plant? 'LILCO can find no valid reason for not pursuing
| .a-license to bring this plant into operation as quickly

as possible. LILCO's Board of Directors has concluded

that its responsibility to assure adequate supplies of

electricity to Long Island at reasonable rates would best*-

be met by licensing the Shoreham Nuclear Power Station.

2--

.
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This position paper articulates the bases for the
foregoing decision of LILCO's Board of Directors.

The proposal contained herein offers a rate
'- phase-in program.to minimize the impact on ratepayers of

the recovery of the plant's capital investment. The

rate phase-in plan proposes rates substantially lower

than any previous proposal offered by LILCO, the Public
Service Co= mission, the Consumer Protection Board,

Nassau County or Suffolk County.1

.

The plan proposed assures that the real price ,

of electricity (discounted for a 6% yearly inflation

rate) will be'the same in 1995 as it is today.

At the request of the Governor's Working

Group on Shoreham, the guidelines for establishing the
base case for the phase-in program were as follows:2

,

1. Rate increases not to exceed 10% each
._

year fer the first five years;

|

1PSC Case No. 28252, "Ratemaking Principles Applicable to
Shoreham Nuclear Generating Station," submittal by various

|
parties.

2 Detailed assumptions are contained in the Appendix.

;

i

3--
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.

2. Rate increases not to exceed 6% each year
thereafter.

The LILCO proposal offers a rate phase-in

i . program that is within these guidelines. The overriding

consideration in reaching these conclusions is that the

public interest must'be served. In order to protect this

interest, the LILCO proposal seeks to:
.

(1) assure Long Island a continuous supply
.of electricity to meet its current and future
needs;

(2) provide Long Island the economic benefits .

of Shoreham;

(3) minimize the impact of Shoreham on Long
Island ratepayers; and

,

.

(4) bring financial stability to the Company.

This proposal for commerci:1 operation of

Shoreham assures a continuous electric supply, minimizes
|

rate increases and saves LILCO from bankruptcy. The~

L plan proposes:

.

'1. Rate increases of 9% each year for the
i

!

l- first five years (July 1984 through July

1988), 6% each year for years 6, 7 and 8

(1939-1991), and approximately 2% thereafter

|
,

-4-
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through the 1990s. The development of-these

rates are based and contingent upon the
|

assu=ption that LILCO's share, past and

future, in the Nine Mile Point 2 nuclear
.

plant is assumed by others.

'

2. Additional rate mitigation measures that

would lower the 9% rate increases set forth

in (1) above, if adopted to an averace increase,

of 7% each year over the first five years.
.

Although the five year average would be 7%,

the actual rate increase would be 6% in the

first year and no increase in the second

year.1

These mitigating measures include the

following:
.

.

a) exemption from-high-sulphur fuel limita-

tions (special limitations);

b) waiver of Shoreham's conventional gross

revenue tax;

.

,

See table on p. 56.'

5--
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c) adjustment of Shoreham property tax to

proper levels and a refund of past over-

* assessments;

.

d) contribution by LILCO toward rate miti-

gation as a resolution of the prudency case;

~.

e) construction of an additional 345 kv

interconnection under Long Island Sound by

the New York Power Authority and the purchase

of the existing 345 kv interconnection by the

New York Power Authority; ,

f) increase of New York Power Authority

hydro-electric power for Long Island to twice
the amount recommended in the Millonzi Report.

g) increase of Hydro-Quebec benefits for

Long Island to twice the amount proposed by
' '

the New York Power Authority.
.

.This position paper traces the history of

SNPS identifying the support the-plant has received

f from its' conception-from state, federal and local

govern = ental agencies. It discusses the safety of the

6--
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Plant and demonstrates that SNPS is a quality plant. A

section on the contested emergency plan provides reasons'

why a safe evacuation is possible and shows that the
Shoreham emergency plan compares favorably with other

-

nuclear plants within New York State and throughout the
'

United States.
.

The economic and social consequences of not

licensing the plant clearly indicate that the opening

of the plant is in the best interests of the ratepayers

of Long Island. Given the fact that Long Island is the

only geographical area in the United States that is -

wholly dependent on foreign oil for the generation of
electricity, the plant is essential to local, state and
national ~ energy policy. The paper considers a. - na-

tives other than opening t plant, articulating their

consequences for the Long Island community and the
,

* financial impact these scenarios would impose on the

Company. Finally, the paper makes recommendations that

minimize the impact of the plant's cost on the rate-

payers of Long Island.~

'

.
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NEW YORK STATE AGENCIES AND THEIR SUPPORT OF SHOREHAM

From its inception, the Shoreham plant has

had the support of the agencies of New York State. The
,,

present opposition to the plant represents a dramatic

departure from past, policy.

LILCO filed its initial application for the

Shoreham facility in May 1968. Over 100 state and

- local permits were required for the project to get

underway. They were all granted. One of these state
.

approvals came from the New York State Department of

Environmental Conservation, which acted on June 22,

1972, after 22 days of hearings and on the basis of a

6,000 page record.

In December 1971, the New York State Department

- of Public Service concluded that:

LILCO reserve margins will be adequate if the
Shoreham unit is delayed only to 1977. Any additional
delay could have severe effects on LILCO and
Consolidated Edison because LILCO could be de-
pendent on power transfers from the New York Power
Pool System, transfers that must use the same
transmission capability as ir needed to supply
-Consclidated Edison, a utility expe t d to be in
frequent need of assistance itself.g e

I"The New York Power System Generation and Transmission Plans
1971-80," The System Planning Section, Power Division, New
York State Department _of Public Service, December 1971.

-8-
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In'1975 (PSC Opinion No. 7 5-7) , and 1977 (PSC

Opinion No. 77-9) , the Public Service Commission reviewed

anew the need for Shoreham and in each instance approved

its continued construction. In May 1981, the Commission

adopted the Administrative Law Judge's recommendation
,

.

that "Shoreham be completed as soon as possible' to'

reduce LILCO's total dependency on oil-fired electric

generationanditskttendantvulnerabilitytointerruption
of foreign oil supplies." (PSC Opinion No. 81-9.)1-

.

As recently as December 1982, th'e State of New

-York remained firm in its support of Shoreham. In

'

litigation brought by Suffolk County against the New
York State Disaster Preparedness Commission (DPC), the

staff of the Commission maintained that emergency

planning for the Shoreham plant is feasible.2

'

The Shoreham nuclear facility has consistently

been part of the New York State Energy Master Plan. The

.

Opinion 75-7 -- PSC Cases 26721, 15 N.Y. PSC 455, 464'I

(1975); Opinion 77-9 -- PSC Case 27136, 17 N.Y. PSC 501,
507 (1977); Opinion 81-9 -- PSC Cases 27774, mimeo,
p. 96 (1981).

2 Petition of Suffolk County, Suffolk County v. State of
New York Disaster Preparedness Commission, Index No.
5145-82 (December 6, 1982).
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Final Report of the Master Plan dated March 1980 maintained

that the plan " protects the successful completion and

operation of two plants currently under construction at

Nine Mile Point _2 and Shoreham."1 The Draft Report to

the New York State Energy Master Plan in August 1983
,

states that the " main components of the Electricity

Supply plan include: completion of the Shoreham, Somerset

and Nine Mile Point'2' facilities."2

.

.

1

1"New York State Energy Master Plan," Final Report, New
York State Energy Office, March 1980, p. 54.-

2"New Ycrk State Energy Master Plan," Draft Report, New
Ycrk State Energy office, August 1983, p. 353.
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SUFFOLK COUNTY SUPPORT-FOR SHOREHAM

.

From its inception, the Shoreham plant had

the support of Suffolk County. The county's present
.

opposition to the plant represents a dramatic and.

inexplicable departure from past policy. Suffolk

County was among Sho'reham's earliest and most enthusi-

astic proponents. In 1970, the Suffolk County Executive

' emphatically attested to the need for the nuclear

facility before the Atomic Safety and Licensing Board

hearing the Shoreham case:

.

I am here in representation of the 1,100,000
people of the county of Suffolk, and I speak
as the administrative head of the county
government, as the county budget officer, and
I.have a certain_ basic responsibility for the
health, safety, and well-being of the people
of the county, a concern with adequate and
safe transportation, police, finances, the
general economy, human relationships, public
health and welfare, adequate and clean fresh
water, and surely the assurance of the
quality of service and consumer price for
light and power... Now there isn't any other
source for energy in this area. We can't
depend upon the metropolitan region or New
York State or the St. Lawrence power plants.
We must begin to be self-sufficient... I urge
you, Mr. Chairman, as County Executive, to
grant immediate licensing for construction of
Shoreham. gar power facility as proposed atthis nuci

1 Suffolk County Executive H. Lee Dennison, "Shoreham
Construction Permit Hearings Transcript," September 21,
1970, p. 216.
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On August 30, 1973, Suffolk County's " General

Radiation Emergency Plan" was approved by the County

Executive. It was reviewed and accepted by the New

- York State Office of Disaster Preparedness. A " Memorandum
.

of Understanding" between LILCO'and the county revising

the plan was signed on December 8, 1979. LILCO and the

county signed a contract on March 15, 1981, calling for

the county to produce a revised radiological response

plan within six months at a cost of $245,000 to be paid

by LILCO. In September of 1981, the Suffolk County

Legislature approved the agreement, and LILCO paid the

Suffelk County Planning Department $150,000 as a first .

installment on the contract. On February 19, 1982,

Suffolk County unilaterally terminated its agreement

with LILCO, and thereafter commenced its active opposition

to licensing the plant.

i
*

,

i

$
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FEDERAL GOVERNMENT SUPPORT FOR SHOREHAM
,

From its inception, the Shoreham plant has

had the support of the Federal Government. The Atomic
.

Energy. Commission (AEC) issued a construction permit

for the plant in April 197.3. Aspects of the AEC's 1973

decision on Shoreham were appealed in federal court;

but following 10 years of litigation, the decision was

wholly upheld in 1983.

Full opportunity has been provided to those
'

who wished to question and challenge the Shoreham

application before the Nuclear Regulatory Commission

(NRC). Significant questions and challenges, aft'er they

were tested during sworn adjudicatory hearings, were

persuasively answered or refuted.

In September 1983, an Atomic Safety and

Licensing Ecard of the NRC issued a 1,400 page decision

titled, " Partial Initial Decision," favorable to Shoreham.
Hearings on three sets of issues not covered by the ,

|

decision continue. One Licensing Saard is dealing with

emergency back-up power centering on the licensing of

$ ong Island Lighting C =pany (Shercham Nuclear Power
|

- Statien, Unit 1:, L3P 83-57, 18 NRC 445 (1983).
i
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the DeLaval diesels. A second Board is hearing evidence

on offsite emergency planning at Shoreham. Most recently,

a third Board was established to conduct hearings on

the low power license that LILCO is seeking.
..

%

9

3

4

e

l

4

- 14 -

,

,, -,i.- - . - , , . - - . - - . - , , . . _ _ , _ , ,__,.,,,,.,_,c.3-7 ....,e-,,. - - .,,, , , _ . , _,..m...-



. . . . . - . - -- _ ..

THE PLANT IS COMPLETE AND SAFE

The Shoreham plant is now complete and ready

.for low power testing, a precursor to a license for
.

full' commercial operation. The plant incorporates

design changes -- including those resulting from regu-
'

lations follcwing'tha Three Mile Island accident --

that further ensure.the safety of the Shoreham plant.

Its quality and safety have been favorably reviewed by
an Atomic Safety and Licensing Board of the Nuclear

Regulatory Commission (NRC) . Shoreham's design has

*

been exhaustively reviewed by the NRC regulatory staff;

its construction process has been repeatedly monitored

by'NRC inspectors; since 1979 at least one, and often.
.

two, NRC inspectors have been in residence full-time at

-Shoreham; and the plant has been subjected to prolonged,

intense licensing hearings concerning charges raised by

'its cpponents. This relentless scrutiny has confirmed
.

the safety of Shoreham's design and the adequacy of its

construction.

.

Nationally-known design and engineering firms

have also studied the plant's design documents, quality

assurance programs and construction practices and found
.

them to be satisfactcry, indeed exe=,lary in r.2ny

- 15 -
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areas. Several of these studies have been performed by

groups independent of both the NRC and LILCO.

Torrey Pines Technology conducted such an in-
.

Jependent inspection of the Shoreham plant over a six-

month period with 60 engineers. On September 30, 1982,

the 33,000 man-hour study concluded that:

The review of implementaticn of the construc-
tion control system indicated that the system
was effectively implemented over the duration
of the construction activity.... Favorable
results indicated above add confidence that
the Shoreham plant construction is of a .

quality adequate fo'r the nuclear industry
because the results reflect a detailed atten-
tion to quality assurance requirements early
in the construction period as well as.now.1

Another independent review by an expert panel

was commissioned by Suffolk County Legislator Blass to

investigate the adequacy of the Torrey Pines inspection

and also to investigate allegations made against Shoreham's

quality assurance program.

.

On January 14, 1983, the Blass Panel concluded
,

l" Independent Verification Shoreham Nuclear Power Station,"
Final Report, Volume I - Executive Summary, Terrey Pines
Technology, San Diege, September 30, 1982, p. 5-2.

- 16 -
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.

that LILCo's quality assurance program was satisfactory

and that.the allegations made against the plant were

baseless. The Panel reported:

'

We are now convinced that LILCO has tried to"

build a safe plant at Shoreham. We are
convinced that Torrey Pines Technology's
verification was a careful and honest job,
and we agree with their overall conclusions....
The TPT verification inspection showed that
there is no pattern of bad construction

practiceat{horeham. The contrary seems to
be the case.

Teledyne Engineering Services conducted a
~

third independent review, this one of the critical

piping and stress analysis of the plant. After a

12,000 man-hour, 12-month inspection, Teledyne concluded

on June.30, 1983:

In the arealof quality assurance...the LILCO
QA. program, as applied to construction
activity... demonstrates: management aware-
ness and participation, a high level of
proficiency and efficiency in the Quality
Assurance organization, and exceeds the
minimum in application and performance gf the
Quality Assurance Program requirements.

1Raphael Aronson, Michael D'Agostino, Herbert Kouts, "A

Report on the Shoreham Nuclear-Power Plant," Brookhaven,.

January 14, 1983, p. 13.*

2" Independent Design Review for the Shoreham Nuclear Power
Station," Technical Report TR-5633-3, Executive Sum =ary,
.Waltnam, June 30, 1983, p. 27..

.
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The chairman of the New York Tact Tinding Panel

on the Shoreham Nuclear Power Tacility (Marburger

Commission) stated after the conclusion of months of
evidence before him, "I haven't seen any evidence that

it flNPS7 is less safe than other plants -- probably"

safer."1
.

Unlike many other delayed nuclear stations,

Shoreham is not a " troubled" plant. It has been well

designed and well built. All studies concluded that

Shoreham is a quality plant.
.

.

.

1" Nucleonics Week," Volume 25, No. 2, January 12, 1984,
-

p. 5.

- 18 -
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EMERGENCY DIESEL GENERATORS

Three nuclear-grade DeLaval diesels provide

emergency power to the SNPS in the event off-site
,

electrical power.to the plant is interrupted. Two of

the DeLaval diesels have been rebuilt and have completed

all tests including their integrated electrical test

supporting the operation of the plant without off-site
The third Delaval unit has been rebuilt and apower.

new block will be installed during the month of June

with final testing completed in September 1984. The
'

licensing hearings concerning these diesels will con-

tinue through 1984.
.

Meanwhile, a new building is under construction

to house three replacement nuclear-grade diesels manu-

factured by Fairbanks-Morse, a division of Colt Industries.

The first of these diesels was delivered to the site on
May 19; the second will be shipped the first week of
June; the third is scheduled to be shipped in the end

cf June 1984. Installation of the three Colt diesels
will commence in the 3.onth of July.

19 --
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EMERGENCY PLANNING

The risk of a radiological incident is ex-

! tremely remote. Boiling water reactors, such as Shoreham,
.

have three barriers to prevent the escape of radioactive'

material: the cladding around the fuel, the reactor

itself, and the containment building around the reactor.

The New Ycrk State Fac- Finding Panel on the Shoreham

Nuclear Power Facility (Marburger Ccmmission) commis-

sioned by Governor Cuomo concluded that "it- is not easy -

to underscand how the fuel once released from the core
*

could escape the containment building in large quan-

tities, but accident scenarios that allow this can be

conceived."1
-

Suffolk County has determined that a safe

e/scuation for Shoreham is impossible and has refused .

.

Newto participate in the emergency planning process.
York State has joined the county in its opposition to

.
.# .

~

the implementation of an emergency r,ospense, plan. In

the absence of cooperation 5pom the county cr the
,,2- .-

state, L:LCO has created its own pla.3 r tlizing its> ~s ',

employees to implement an emergency response plan.
-

'
* ,-

-
~ .

1 "Reecrt of the New York' State Fact Finding tanel on the
she'reham Nuclear Power Facility." . cecembec 1983, p. 6.

- ,.
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The present LILCO emergency response plan is

a much-improved version of a plan approved by the New

York Disaster-Preparedness Commission staff in 1982.1 |

The NRC Licensing Board has not finished hearing evidence '

,

.

on the LILCO emergency response plan for Shoreham.
!

Graded exercises are held at every other operating

nuclear plant in New' York State, and on that basis

these plants continue to operate. A graded excercise
~

|
should be held under the auspices of federal, state and

local authorities in accordance with guidulines approved

in advance by the State of New York to test the validity
.

of an emergency response plan for Shoreham.

The emergency plan for Shoreham does not call for -- |

and it is not necessary to provide for -- the evacuation

of Long Island. Suffolk County has stated that a 20- .

mile zone is needed -- twice the legal requirement.
,

The planning that is mandated by federal regulations,

and accepted for every other nuclear plant in New Yorkt
:

State, is fer a circular zone some 10 miles in radius.
,

>

1 " Petition of Suffolk County," Suffolk County v. State
iof New Ycrk Disaster Preparedness Commission, Index

No. 5145-82, Dwce=ber 6, 1982, p. 4. |

2 "Discussien Overview of the Radiological Emergency ,

iRespense Plan of the County of Suffolk, Philip B. Herr
& J.ssociates, McVember 29, 1982, p. 3. |

,
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This zone is based on a recommendation of a joint

haclear Regulatory Commission / Environmental Protection

Agency task force, which noted that the already minus-
cule risk of radiation exposure showed a sharp drop
about 10 miles from a nuclear plant.1 More recent work

on how radioactive materials behave in an accident*

suggests that more of these materials would be retained

inside the plant than was previously thought, further

reducing exposure to those outside of the plant.

It has now been shown in the NRC hearings
,

that, using any fair analysis of traffic on Long
Island, the entire Emergency Planning Zone (EPZ) around

Shoreham can be evacuated more quickly than can many
.

other nuclear plants. LILCo's analysis shows a normal

evacuation time of 4 hours 55 minutes for the entire
EPZ in. normal weather and with traffic guides.2 These

.

times compare very favorably to other plants throughout

the country. Evacuation time estimates for the Nina

1 " Planning Basis for the Development of State and Local
Government Radiological Emergency Response Plans in
Support of Light Water Nuclear Power Plants," NURIG-0396,
EPA 520/1-78-016, December 1978, p. I-37.

2 "Testimtny of Matthew C, Cordaro, et al, on behalf of: Long Island Lighting Company on Phase II Emergency Planning
Contention 65," McVember 18, 1983, p. 46.
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zone evacuated their homes.1 Under these trying con-

ditions, both Suffolk County and LILCO concur that the

emergency zone could be evacuated in approximately 7

hours and 30 minutes, a time that compares favorably

with many plants in the country under more optimal'

conditions, including Indian Point.

~.

The much longer evacuation time estimates (15

to 18. hours) sometimes cited by Suffolk County apply

only to the EPZ-periphery travel times of voluntary .

evacuees -- who originate outside the EPZ -- never
.

enter the EPZ_during their journey -- and never come

-closer to Shoreham than the 10-mile EPZ boundary. The

potential presence of these peripheral evacuees on the
road still allows for the evacuation of persons within

the EPZ.

Having created obstacles by refusing to par-

ticipate in the emergency response plan, Suffolk County

now objects to the LILCO amargency response plan on
(-

issues resulting from its own nonparticipation. The

-county contends that people will not trust LILCO to

give' sound emergency advice; and that LILCO lacks
The" legal authority" to implement an emergency plan.

1 " Supplemental Testimony of Matthew C. Cordaro, et al, on
behalf of Long Island Lighting Company on Phase II Emergency
Planning Contentions 23.D and 65," January 16,'1984, pp. 4-5.

|
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state has supported Suffolk County on both thsse

issues. 'But these i~ssues arise as the direct result of
' Suffolk County's refusal to participate in the response

plan. The principle issue is whether the federally
~

mandated zone can be evacuated. The evidence indicates

the EPZ can be evacuated.
.

The conclusion that a sound eme'rgency response

plan can be implemented at Shoreham is further supported
*

by a comparison between Shoreham and Indikn Point.

.

The data is as follows:

Indian Point has 257,382 people in its EPZ;
Shoreham has only 138,539.

New York City is 25 miles from Indian Point;
in contrast, it is 55 miles from Shoreham to

. Queens, over 30 miles from Shoreham to Orient
Point, and over 50 miles from Shoreham to
Montauk Point.

The terrain around Indian Point consists of-

hills and valleys; around Shoreham it is
flat.

The roads around Indian Point are mainly two-
lane and rural: Suffolk County has a modern
road network in the vicinity of Shoreham.

The evacuation time for the Indian Point EPZ
is 7 hours and 40 minutes; the comparable
time for Shoreham is only 4 hours and 55
minutes.

.

10.5% of the people around Indian Point are
without autcmobiles, as corpared to only 5%
around Shcreham.

- 25 -
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There are 3 hospitals and infirmaries (1,540
patients) within 5 miles of Indian Point, and
six hospitals and infirmaries between 5 miles
and the 10-mile boundary of the EPZ (2,700
patients); near Shoreham, there are no
-hospitals or infirmaries within 5 miles, and
4 hospitals and infirmaries (982 patients) at
about 10 miles from the plant..

.

There are 3 nursing or adult homes (257
residents) within 5 miles of Indian Point,
and 24 more (2,201 residents) from 5 miles to
the 10 mile EPZ boundary; the comparable
figures for Shoreham are only one home (54
residents) within 5 miles, and 8 homes (1,032
residents) from 5 miles to the 10 mile EPZ
boundary.

4

There is a major prison (Ossining) within the
,

Indian Point EPZ that cannot be evacuated.
Indian Point has two units over 800 MW each; '

Shoreham has only one 820 MW unit.

.

The fact is that Shoreham is an exceptionally

good place for evacuation planning; it has excellent

roads, a large number of cars per capita, flat terrain,

a high-quality police force, and relatively stable .

winds.

Suffolk County's views on the geographic,

demographic and sociological problems associated with

emergency preparedness have little empirical support.

As the Marburger Commission diplomatically observed,
|

"the county' position is a result'of governmental, not

! :

l '

|
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purely scientific or technical, processes."1 Moreover,

county officials have never expressed objections to the
nuclear reactor at Brookhaven National Laboratory,

which has operated for years'a few miles from Shoreham --
.

without any off-site emergency response plan.

~.

.

.

d

.

.

e

1 "?.ecort of the New York State Fact Finding Panel on the35.She'reham Nuclear Pcwer Facility," December 1983, p.
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ECONOMIC AND SOCIAL CONSEQUENCES
.

The economic consequences of not licensing

the Shoreham plant are far-reaching and severe for the
..

Long Island community. The loss of Shoreham will

result in increased electric. rates, reduced reliability

of electric service, the inevitable and costly construction
,

of two coal-fired plants and a continued dependence on
.

foreign oil.
.

The planning, licensing, and construction of
.

a power plant -- of any type -- is a long, arduous, and

expensive undertaking whose consequences extend over

many years. A decision to forego the benefits of"a

completed plant should not be made lightly or without
.

the full knowledge of the known consequences of that
~

decision.
..

In addition, since the planning horizon for a

power plant is so long and Long Island's dependence on
substantial amounts of electricity generated from

foreign oil is so great, the unknown and unintended

consequences must also be contemplated. 'Since the

Shoreham plant ecmmenced construction, the oil crises

of 1973 and 1979 drastically drove up the price of

- 28 -
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.

electricity. In addition, regulations arising from the

Three Mile Island incident radically altered the nuclear

industry. No planning model could have predicted these

events. Similarly, no planning model can predict the
.

inevitable uncertainties that lie ahead.

.

b

.

o

.

e

e

e
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DEPENDENCE ON OIL

LILCO serves the only geographic region in
,

the United States that relies entirely upon foreign oil
.

to generate electricity. The unstable political con-

dition in the Middle East, presently highlighted by

aggressive events in'the P,ersian Gulf, makes Long
Island particularly vulnerable to the loss of fuel oil

supply. The Shoreham plant, operating at 65% capacity,

will save 7.5 million barrels of oil ,each year and will

supply nearly one-third of Long Island's electric
.

energy requirements. A New York State Siting Board, in

a 1980 decision stated:
.

The State as a whole and Long-Island in
particular is dangerously depending on*

imported oil for its supply of electricity.
Almost 60% of the State's current generating

.
capacity is oil-fired. And Long Island is
now completely dependent on imported oil for
the ganeration of electricity. Completion
and operation of the Shoreham nuclear facility
now under construction will still leave Long
Island dependent en imported til for at least
70% of its electricity, unless further changes
in the mix of fuels used to geneyate elec-
tricity on Long Island are made.

.

1 PSC Case 80003 (Jamesport), Opinion and Order Granting"

Certificate of Environmental Compatibility and Public
::eed," September, 1980, pp. 21-22.
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Shoreham is an integral component of New York
|

State and United States policy to lessen our dependence

on foreign oil. New York State consumes 24% of all the

oil used in the country to generate electricity and is
_

40% more dependent than the rest of the nation on oil

for energy consumption. The latest State Energy Master

'

Plan declares that: -

. .

Reduction in the State's reliance upon
.

petroleum is a primary objective of the State
energy policy... compelling reasons continue
to exist for both New York State and the
nation to pursue policies directed toward
reducing dependence upon imported petroleum. .

A major disruption in oil supply would impope
intolerable burdens on the State's economy.1

.

Indeed, without Shoreham, New York State will

be as dependent on. foreign oil in 1994 as it is today --
,

despite the construction of Nine Mile Point 2, all
planned coal construction and conversions, and the pro-*

jected imported hydro-electric power from Canada.
Shoreham is not only a necessary component of Long .

Island and New York ~ State energy policy but, in terms

of relieving Long Island's dependency on foreign oil,

the plant is needed immediately.

1 "New York State Energy Master Plan II," New York State
Energy Of fice, March 1982, p. 5.
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ECONOMIC PENALTY

w

The ratepayers and taxpayers of Long Island

will bear a severe economic penalty for not licensing
.

the plan:. After 18 years of licensing and construction,

the plant is-completed and must be paid for whether or

~ not Shoreham is ever used to generate power. There are
, ,

real' economic advantages to operating Shoreham, and inde-

pendent studies have recognized these economic benefits.

The New York State Fact Finding Panel on the
.

Shoreham Nuclear Power Facility (Marburger Commission)

co=missioned by Governor Cuomo, the public accounting

firm of Coopers & Lybrand hired by the Long Islan'd

Association, and the Hudson Institute hired by LILCO
.

unanimously concluded that the economic advantages to
*

operating the plant would save the ratepayers and tax-

payers of Long' Island between $12 billion and $16 billion
over the 30-year depreciated life of the plant. This

1was further confirmed by the Komanoff Energy Associates

1 "Shoreham Costs, Options and Impacts, Testimony of
' Charles Komanoff, presented to the New York State Assembly
-Standing Committee on Energy," April 29, 1983. (Komanoff

.

Energy Associates expressed the loss of Shoreham in
present worth terms; translated to actual dollar the
icss falls between the S12 billion to $16 billion range.)

-32-
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in a presentation to the New York State Assembly Standing

Committee on Energy.

The Marburger commission, whose staff included
. .

members of the New York State Energy Office, the New

York State Consumer Protection Board and the New York

State Public Service' Commission concluded that the

penalty for abandoning the plant would be $12.9 billion

over 30 years. The $12.9 billion figure assumed an in-

service cate of July 1986, one year beyond'the currently

projected July 1985 date for commercial operation.
.

Discounted to a present value sum, the economic penalty

in today's dollars would approximate $1.7 billion -- a

sum that exceeds the cost of electricity for all of

1Long Island this year!

This penalty for not operating the plant is

the equivalent of an electric rate that would be 8.3%

higher for every ratepayer on Long Island, for each

year for 30 years, compared with the price of elec-
tricity with Shoreham operating.

In addition, the loss of property tax revenue

fer Suffolk County, the Town of Brookhaven and Shoreham-

1 LILCO's service territory: Nassau County, Suffolk County
and the Rockaway Feninsula, Queens County.

- 33 -
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Wading River school district and the local fire district
would be staggering without the operation of the plant.

In order to continue the same level of services now
provided to its citizens, Suffolk County would have to

raise taxes 7.5%, the Town of Brookhaven 42%, the

Shorehem-Wading River school district 1,600% and the

fire district 4,800%.' Expressed another way, the loss
,

of property taxes without Shoreham is equivalent to an
'

8% electric rate increase for every ratepayer in

-

Suffolk County every year for the next 30 years.

Combining the loss of taxes and the economic penalty
,

on electric rates for not operating the plant equates

to a 16% rate increase for the ratepayers of Suffolk

County continuing over a 30 year period. -

.

According to the staff of the Marburger Com-

mission, the operation of Shoreham will have substantial .

economic benefits over and above those associated with
lower electric rates and lower property and other

taxes. The staff stated that approximately 2,350 jobs

would be preserved or created, total earnings on Long

Island would be increased by approximately S46 million

each year and gross output on Long Island would increase

by about $87 million each year.

- 34 -
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As recently as May 9, 1984, the Governor

declared "that significant economic benefits would

accrue...on a state-wide basis, if Nine Mile Point 2 is

completed and operated."1 That statement received its
.

impetus from independent studies prepared by the staffs
of the Public Service Commissi)n and the State Energy

'

Office. The PSC study, assuming a 65% capacity for

Nine Mile Point 2, indicated a $9.8 billion economic

penalty (over the' life of the plant) would result from
*

abandoning Nine Mile Point 2. The State Energy Office

study contained similar results. When the conclusions
.

respecting Shoreham made by the PSC staff for the

Marburger Commission using a 60% capacity factor, are

adjusted to 65% to achieve a valid comparison, the

penalty for not operating Shoreham increases to $14.9
.

billion. Thus, the economic benefit of Shoreham exceeds

that of Nine Mile by over 50%. Certainly, a most
.

significant economic benefit would accrue on a state-
' '

wide basis if Shoreham is licensed and operated.

,

s

.

1 Governor Mario M. Cucmo, Letter to Senator Warren
Andersen, May 9, 1984, p. 1.
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COAL-FIRED PLANTS

The loss of shoreham will require the construc-

tion of two 400 MW coal plants that require a capital
..

investment of $3 billion to $4 billion. Failing to

open Shoreham, LILCO customers would pay twice for the

costs of electric geSeration, first -- for an unused
nuclear plant and then -- for two new coal plants. The

only question being deliberated among planners from
'

LILCO and the New York State Energy Office 's how sooni

without Shoreham those coal plants will be needed.
.

LILCO projects that without Shoreham, the

coal plants must be on line promptly, but constru'etion

cannot be completed until the mid 1990's; the State
.

Energy Office projects commercial operation of those

plants by the late 1990's. The discrepancy centers -

about the forecasted electric load. The State Energy

Office estimates a demand decrease between years 1983

and 1938 despite clear economic growth on Long Island.

LILCO projects an increase of 1.6% each year over the

same period. The State Energy Office staff reached

its conclusions, in part, because they anticipated

LILCO's participation in Nine !!ile Point 2 and anticipated

- 36 -
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much higher electric rates than those in the rate

moderation plan proposed in this position paper.

.

Coal plants have adverse environmental con-
.

sequences that must be considered. A' coal plant's

smokestack rises 650 feet in contrast to a 233-foot

high nuclear reactor' building. An adjacent coal boiler

would be 290 feet tall. The pile of coal stored stands

100 feet high and' occupies a 360,000 square foot area,

almost 10 acres of land. A coal plant comparable to

shoreham's electrical generating capacity would consume
.

2 million tons of coal annually while Shoreham burns 35

tons of uranium. 5,500 tons of coal are required daily

fcr the coal plant, and 2,740 tons of disposal ash and

sludge must be barged out each day from the plant site.
.

Furthermore, the operation of the coal plant could
double the noise levels in adjacent communities as a

result of coal unloading, handling and pulverizing.

Despite the most up-to-date air pollution control
measures, coal plants contribute to the, greenhouse

effect,1 acid rain, sulphur dioxide emissions, parti-
'

culate emissions, oxides of nitrogen emissions and

fugitive dust.
.

Michael Oppenheimer, "To Delay Global Warming," The !!ew
Yerk Times, 1:ovember 9, 1983, section 8, p. 27, col. 2.
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A common misconception is that Canadian

hydro-power can substitute for the loss of Shoreham
,

power. This is not true. The Canadian power recently

contracted Letween New York Power Authority and Hydro-
.

Quebec contains no guarantee of continuous power. All

purchasers of Canadian hydro-power are required to'

maintainstandbycahacitytoreplaceHydro-Quebecpower

when it is not available.
.

The present contracts between Ne'w York and -

,

Hydro-Quebec essentially use all of the existing trans-
.

mission capacity between New York and Hydro-Quebec.

The remainder of the excess energy that Hydro-Quebec

' forecasts is already committed-to New Brunswick,' Canadai
J

and New England. Transmission interconnections to
.

these two systems from Hydro-Quebec are currently being

planned. The installed generation reserve in the -

,

Hydro-Quebec system will be down to lit by the mid

1990's,. compared to a 22% reserve requirement in New

York, the minimum considered acceptable to maintain a

reliable system. A contract for firm hydro power

would require the construction of hydro-electric

generating facilities and transmission lines at a cost
far in excess of any coal generated plant on Long

.

Island. .

! - 38 -
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RELIABILITY -

Shoreham is a part of the New York State

energy plan. The State Energy Office Master Plan in
..

March 1980 endorsed a generation plan that protects"

the successful completion and operation of two plants

currently under construction at Nine Mile Point 2 and

Shoreham."1 The August 1983 Draft Report of the New

York State Energy , Master Plan asserts that the " main -
,

components of the Electricity Supply Plan i-nclude:

ccmpletion of the Shoreham, Somerset and Nine Mile
*

Point 2 facilities..."

The loss of Shoreham has serious consequences

for the State Energy Master Plan. There are very few

acceptable sites to construct and license power plants-

in southeastern New York. The absence of new base load

generation in the southeast part of the state, coupled
with construction of new units upstate, will exacerbate

'

an already existing imbalance between the demand for

|
electricity and the generating units located in the

|

1 "New York State Energy Master Plan," Final Report, New
Ycrk State Energy Office, March 1980, p. 54.

2 "New York State Energy Master Plan," Draft Report, New
( Ycrk State Energy Office, August 1983, p. 353.
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region. Even under the most conservative forecasts,

additional power stations will have to be built as
-

LILCO's generating facilities at Port Jefferson, Montauk,

Glenwood, East Hampton, Southampton, Far Rockaway and
.-

Scuthold are successively retired. By 1993, approximately

45% of the electric demand in the state will be located
'

; in the New York City /Long Island region (an area less
'

than 4% of the entire state), while most of the cheap, ,

baseload power plants will be located north and west of

New York City /Long Island.

.

With the addition of all other generation

facilities presently under construction or planned

except Shoreham, 67% of the installed generation till

be located upstate. This-imbalance creates a dependency

on heavily loaded transmission lines reducing reliability.

-

in the southeast region of the state.
,

-
.

Furthermore, the New York Power Pool relies

on a. regionally interconnected system, with neighboring
I

regions of other states mai'ntaining a similar degree of
-

( reliability to the New York State system. Unfortunately,'

the current long range plans of the New England Power
.

Pool (NEPOOL) indicate that an installed reserve deficiency

will occur in that region by 1993, under the most
,

!
-40-
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optimistic assumptions. These optimistic assumptions

. include the operation of three 1,150 MW-nuclear units

by 1991.- The future of two of these nuclear units,
.

Seabrook 1 and 2, are in financial jeopardy. Without
.

these two-units, the NEPOOL region would be deficient

in reserve capacity within six years thereby reducing
'

reliability within the New York Power Pool.
. .

Both LILCO projections and New York State's

long-range forecasts indicate that without'Shoreham,

coal power replacement plants would be required.
.

Using LILCO's forecast, the fact remains that without

Shoreham, Long Island will experience an installed

reserve deficiency as early as next year. The 1985

deficiency without Shoreham would be 25 MW increasing

to 114 MW in 1986, and 162 MW in 1987, until it reaches*

a 550 rn' deficiency in 1994. These growing deficiences

weaken the reliability of the LILCO system and warrant

the opening of the Shoreham plant.

i

.
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OPTIONS CONSIDERED

Three alternatives to commercial operation of

the plant were considered:
..

(1) sale of the plant to the New York Power
Authority or other bonding agencies; ;

(2) mothballin7, the preservation of the -

plant in a ready-reserve state:

(3) aba'ndonment and disassembly of the
plant.

i

The financial analyses resulting from the
*

economic models used to evaluate each of these alter-
natives are contained in the Appendix to uhis position

paper.
L

,

1'*
,

SALE .

Arguments have been put forth for the New

York Power Authority to purchase the plant. Primary

among these are that the sale could assure ratepayers ,

. lower rates than any os.her option because the New York
.

Power Authority does not pay federal income tax and-
.

borrows money with tax-exempt bonds. Since the New

York Power Authority already owns and operates two other

-42-
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nuclear facilities in the state, benefits pertaining to

economies of scale and operating experience could

accrue to the state by the New York Power Authority

ownership of Shoreham. In this analysis, LILCO considered
.

the sale of the plant to the New York Power Authority

or other New York State agencies for an initial payment

of approximately $1.'6 billion, the face value of LILCO's

mortgage bonds, with the balance of the capital costs

to be paid through rates by LILCO customers over the
-

life of the plant.

.

LILCO has not received an offer for the

plant. Without an operating license, and hence no

assured revenue, a bonding agency could not easily

raise the funds to purchase the plant.
.

MOTHBALLING

Another option calls for placing the plant in
-

a ready-reserve, i e. "mothballing," for an indefinite.

period. This scenario maintains the plant in a ready-
'

reserve state for use in the event of a disruption of

foreign oil supply. Also, it allows time for the NRC

to reevaluate its standards on emergency planning for

nuclear plants of the Shoreham design.

- 43 -
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The disadvantage of the mothballing option

is that it postpones an inevitable decision about the -

plant. The likelihood of obtaining a license for

commercial operation in a preservation mode is diminished
.

with the passage of time. In addition, the ratepayers

of Long Island would bear a great financial burden for

a plant in this stat'e without deriving any economic

benefit. Lacking consensus among federal, state and~

local governments.to mothball the plant for a specific

period of time -- not to exceed two or three years,

followed by commercial operation, -- the decision to
*

mothball at this time would risk the future usefulness

of the plant.

.

Without positing a specific date, stating

when, if ever, the mothballed plant would become operational,*

it is difficult to assess the effect of the mothball -

option on ratepayers or LILCO. In order to keep the

plant in a ready reserve state, staff must be maintained,
!- new safety regulations must be implemented, and capital

improvements must be regularly made to the plant. After

a certain number of years, the cost of maintaining the

plant in-this state becomes prohibitive and the loss to
the ratepayer is the same as the abandonment option.

|
!

|
?
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ABANDONMENT

The third alternative calls for the aban-

donment and the dismantling of the plant. The economic
.

consequences of this option for Long Island and its

ratepayers are severe. The destruction of this plant,

which is projected tb cost $4.1 billion by July 1985
would be an act that cann6t be justified.

'

..

As the, Hudson Institute coramented on abandon-

ment of Shoreham:
,

.

...while the rest of the world watches, New
Yorkers would take a brand new S3 billion
nuclear station, spend $100 million to chop
it up into pieces, and dump it. Many of the
world's spectators might dearly have loved to
have had that plant built in their own
countries for the benefit of their people,-

andwouldmarvelattgewealthandextrava-
gance of New Yorkers

.

.

.

1 "The Potential I: pact of Failure to Open Shoreham,""

Final Report of the Hudson Institute, August 1983,
Executive Summary, p. xx.
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BANKRUPTCY

Long Island Lighting Company is in a financial
,

crisis; insolvency is a real and imminent danger The.

Company currently estimates that it will run out of cash in**

September 1984. Its independent auditors have qualified
f

their opinion concerning LILCo's 1983 financial statements
f

to indicate their reservations as to the company's continuedi

financial viability.
,

The effects of LILCo's financial crisis are
presently being suffered by its common stockholders, whose ,

dividends have been suspended and who have seen the value of

their shares decline by over 50% since last fall; by

its bondholders and preferred stockholders, whose

securities have likewise declined in value and are no longer
.

considered of investment grade; by its trade creditors
,

(including many Long Island businesses) , who are not being-

paid promptly under the austerity plan which LILCO imple-
mented in February; by its employees, 10% of whom have been -

,

laid off under the austerity plan; by its management at all

levels, who have taken significant salary cuts; by its
customers, who are subject to longer service response times

and reduced customer service under the austerity plant and

i

I
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by Suffolk County and its taxpayers, who are affected

- by the current loss of property taxes on Shoreham.
.

'

other austerity measures and suspension of'

,

preferred-dividends cannot solve LILCO's financial
s

crisis, nor can they avert the threat of bankruptcy. If

the present crisis drives LILCO into bankruptcy, the

impactwouldbesevIreandwidespread. The credit of.

utilities throughout New' York would be weakened, result-
1

ing in higher financing costs, higher prices of energy

and, ultimately, higher costs of living ahd conducting

business in New York State. Utilities outside New j

'

~ York -- particularly those with nuclear projects underway --
would likewise be weakened, some of them critically.

~
.

;

Since no major utility has gone bankrupt in<

modern times, LILCo's practical and financial pro'blems~

1

lwould be exacerbated by the absence of precedent to

guide the courts and the parties through complicated-

and costly adversarial proceedings.1 And consumers and
|

businesses on Long Island could face unpredictable rate'
,

i

increases, at best, and interruptions of service, at worst.
|

1

i Aaron S. Gurwitz, "Shoreham, Nine Mile Point 2, and Hydro-
power Resources: The Current Situations," Draft, Federal*

Reserve Bank of New York,!4ay 11, 1984.
4
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*

.

Further, the credit of New York State, its

municipalities, and its agencies will be affected,

resulting in borrowing costs of the state to rise.

Given the fragile condition of the U.S. banking system
,,

(witness the Continental Illinois Bank), and considering ,

|

the banks have invested billions of dollars in utilities,

a bankruptcy of LILCO could trigger further crises in an
> .

already weakened and precarious banking system -- with

serious national 'and even world-wide negative implica-
,

tions. InordertorestoreLILCo'sfinancialstability
and remove the threat of bankruptcy, this proposal j

offers a comprehensive plan for the future of Shoreham

and the equitable amortization of its costs.
.

e

5

I
e

b
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CONCLUSION AND RECOMMENDATION;-

- '. .

.,,

,

4
. . -

' - The Board of Directors of Long Island Light-
g s.

. .

,

ing company, after evaluating all the alternatives
,.

- ...

containgd herein',<-and having carefully weighed the
. . .

a"dvantages and ^yisks of psoceeding to obtain a license
.

,,
~ .,. .

for4 commercial operation-for the Shoreham nuclear*

,

. ~ , , plaitt, have decided to " proceed with the licensing of
- .. . - . , ,

,,i.the plant.
, - '

,
,

'< , .
,. ,,

~

. ,...
> v ., m f,, . <

; The Beard reached its decision because it'

L ,
~ ,v ., , ~ , ,

. , -
,

concluded that the opening of the plant is in the best' ' '

m; .',;, ,

.

L. interests oi'.LILco, its ratepayers, its shareholders,
~

and Long' Island' energy policy. The Board deternined' *
.

,

s" [ that its responsibility to assure adequate supplies of
electricity to Long Island at reasonable rates would

,

'

best be met by licensing the Shoreham plant.*

,

r
- .

The Board is confident that the rate phase-in
"

;--

'

program proposed in this paper provides the Long Island'

, , , ,

.. f .
- .

community with the benefits of the plant while greatly'e

'/ *L minimizing rate increases.<

.

2 The Board has made its decision mindful of;

f

-

e

4
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Governor Cuomo's statement in a press release dated May
.

7, 1984 as follows:

The failure of any business enterprise in the
State in the form of bankruptcy proceedings is
regarded by me as undesirable. The State''

should do what it can to assist LILCO, so long
as it helps to assure the continuation of
reliable utility service at a reasonable price.

and, at the same time, to mitigate the negative
economic consequences associated with the
shoreham plant *regardless of whether or not
it operates.'

.

This proposal for commercini operation of

shoreham minimizes the increase in rates and saves
*

LILCO from bankruptcy.

Two measures form the foundation of this

proposal. The first assumes that LILCO is relieved of
*

its past and future obligation for Nine Mile Point 2 and-

that its cash investment in that plant is returned to
,

'

the Company.

The second measure crucial to the stability -

of the company is a settlement of the prudency case.

Although the company vehemently contests the Psc staff's

allegations of mismanagement of the shoreham project,'

.

1" Statement by Governor Mario M. Cuomo," Press Release,
state of New York Cxecutive Cha-ber, May 7, 1984, p. 1.
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,,

_the Company-realizes t$at th'a judicidl process may take
'

.'many years to resolve this dispute, ' leaving the Company
v- 3 ,

. . s ,,

in a stete, of fintrMial uncertainty ditring this time.

The credit. and espital marxets would Atill be faced
'

Iwith the question of what, if any, effect the prudency'

- >
. case vould havs fn the futuresfidancial health of the

Company. Shevsignificant ex*.ernal financing required

for the Compshy's'opersti6n under the proposed rate
'

phase-in program yould be difficult to achieve without

a settlement.of this~ case. Toward this end, and without

concedin[ th'ht any of = the'PSC staf f allegations arei

~justifibd, the Company'offe.rs a $250,000,000 contribution '

to rate re_ duction. LILCO arrived at this dollar amount

ener careful assessmenti of the contribution the. Company~

.

.

could'make'doward, rate reduction considering the phase-
| .

.in' time and'the rate increases proposed in this paper.-

l. ,

~The'> offer is made.in the context of an overall settlement
,

-
.

.

of - the' Shercham situatiion.
t

4 ; -

. ,

The overriding consideration in reaching

these conclusions is that the public interest must be

seived.''In order to protect this interest, the LILCO

propos'al seeks to: '

, .
-

.

%_ 9

2

k

h- .
-
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.

(1) assure Long Island a continuous supply-

of electricity to meet its current and future
needs:

(2) provide Long Island the economic benefits
of Shoreham;

(3) minimize the impact of Shoreham on Long
Island ratepayers; and

,

(4) bring financial stability to the Company.

~.

LILCO proposes'that the following measures be

- immediately adopt,ed:

(1) Commencing July 1, 1984, a rate increase
of 9% a year for the next 5 years (1984-1988),
and 6% a year for the next 3 years (1989- *

1991), be implemented. (LILCO projects
annual increases of approximately 2% through
the 1990's.)

(2) The New York Power Authority or other
state bonding agencies assume LILCO's past
and future interest in Nine Mile Point 2.

.

(3) A Shoreham deferred asset account be
created to account for revenues LILCO would .

defer to mitigate rate increases over the
next 5 years.

LILCO proposes additional measures to reduce
.

'

rate increases below the 9% annual level set forth in

(1) above. The amount each measure will reduce rates
~ is contained in the table on Page 56.

The effect of adopting the following additional

52 --
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.

rate mitigation measures will reduce the increase in

rates of electricity from 9% over the first five years

(1984-1989) to an average of 7% over the first five

years. Adjusting for a 6% estimated inflation rate for
.-

this period, the real rate increases will average it

each year.
~.

'

The additional measures are as follows:
.

(1) The special limitations for Nassau and
Suffolk Counties, respectively,'be renewed
permitting the use of fuel of a sulphur con-
tent up to 2.8%.

.

(2) The New York State gross receipts tax on
conventional revenue attributable to the
Shoreham plant be waived.

(3) Shoreham property tax assessment be
adjusted to proper levels (approximately 50%
of current levels) and a refund be made of
approximately 570 million attributable to

, past tax overassessments in the form of a
credit against future property taxes.

(4) LILCO absorb $250 million of the cost of
Shoreham, and the prudency proceeding be;

|
terminated, lifting financial uncertainty -'

from the Company and further lowering the
cost of' electricity. -

(5) The New York State Power Authority
undertake to construct a new 345 kv inter-

! connection under the Long Island Sound, and
the New York State Power Authority purchase
LILCO's share of the existing 345 kv inter-

i- connection for its replacement cost of $80
million.

(6) LILCO's entitlement of New York Power
Authority hydro-electricity be increased from

!

( - 53'-
|
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the amount recommended in the Millonzi report
(34 MW in 1984 increasing to 125 MW in 1994)
to double that amount (68 MW in 1984 increas-
ing to 250 MW in 1994).

(7) LILCO's benefits resulting from imported
Canadian hydro-electricity be increased to.

26%.1
*

The measures proposed in this position paper,

if adopted, will avert a-bankruptcy of LILCO, and -

allow the Company a slow recovery to financial health.

The proposal presented calls for external financing for

'LILCO of S798,000,000 over the next 4 years. The

projected S.E.C. coverage ratios do not reach 3.0 until .

1988. But the bond indenture coverages should be sufficient

to allow the Company to finance its needs in the. capital

markets. The deferred asset account created by this

proposal would grow to $1,744,000,000 in 1991 before it.

subsides.

Results of the financial models, including a

detailed list of assumptions, used by LILCO to reach

its conclusion are contained in a separate Appendix.

Also included, are financial models of the three options

considered in thisLposition paper and the financial

17he importation of energy from Hydro-Quebec will reduce
costs in New York by oil displacement. The present plan
is -to - di stribute these costs across New York State by popu-
latien, resulting in LILCO's receiving 13% of the savings
from oil displacement. To mitigate rates on Long Island,
these savings should be increased to 26% of these benefits.

54 --
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i= pact of these alternatives on the Company and its

ratepayers.

The table on the following page shows the net

'

effect over the next five years of each rate mitigation'

measure on the 9% rate ' increase. Each line of the table

shows what the actual rate increase would be if the basic.

proposal and that measure alone were enacted. Line I

shows what the actual rate increase would be if the

basic proposal and all measures were enacted. Line J

shows the effect on rates if LILCO continued in its 18%

partnership of the Nine Mile Point 2 nuclear facility. *

Under the latter scenario, the external financing for

the Company would increase to $1,278,000,000 ove,r the

next four years, and the rates would increase by 12.25%
'

each year..

Although LILCO will continue to pursue an*

operating license for the Shoreham Nuclear Power Station

before the Nuclear Regulatory Ccmmission, the ultimate

fate of the plant remains uncertain, and, consequently,

LILCO lacks financial stability. But what is certain

is that deliberate action must be taken expeditiously

| by appropriate government officials to resolve this*

|

( situation. This position paper is a first step toward

|
' achieving that end.
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$ET RATE INCREASE RESULTING FROM
RATE MITIGATION MEASURES

Increase Increase
Adjusted for Adjusted for
Inflation Inflation

Year Years * Through,

1984 1985 1986 1987 1988 Cumul. 1984-1989 1998

A- 9. 0 - 9.0 9.0 9.0 9.0 54 15 (11)

B 5.8 7.8 9.2 9.1 9.5 49 11 (15)

C 9.0 6.2 9.] 9.2 9.3 51 13 (12)

D 9.0 6.8 9.3 9.9 9.1 51 13 (13)

E 9.0 5.3 9.9 9.3 9.4 51 13 (12)
,

F 9.0 9.0 9.0 9.0 9.1 54 15 (11)

G 8.9 8.8 '9 . 0 8.9 9.0 53 14 (12)

H 9.0 9.0 9.0 8.9 9.0 54 15 (12)-

I 5.7 (1.2) 11.0 9.7 10.0 40 5 (20)

J 12.3 12.2 12.3 12.3 12.2 78 33 (12)

A) . LILCO's b'asic -proposal ' (Nine Mile Point 2 is sold) .

p.c=2ining conditions represent LILCO's basic proposal plus one other
'q.itigation measure.

-

0) ~Special limitations granted.
C) ~No SNPS gross revenue tax.
D) -SNPS property tax halved.,

L E) 5250 million rate mitigation.
F) NYPA builds 345 kv tie.
G); Double NYPA hydro allocation.
H) Double Hydro-Quebec benefits.
I) LILCO's proposal, plus all of the above mitigation steps.

- J)- LILCO cwns Nine Mile Point 2.
.

L'*6% annual inflation.

- 56 -
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M AHER & BASINECZ P.C.
ATTOMMEYS AT LAW

S O S O l'MANMLlN AVENWE

OARDEN CITY. NEW YORK t t 530*

(St 83 348-8444

Davse M. MAGA >sg
OEMme A. M Amen

OF CousestkRegMAmp W. S A.eerCE -

ano. w OAn..... .

June 21, 1984
utmea 4.K,u..,

Oswee N. Begger

Hon. Frank S. Robinson
Administrative Law Judge-
Public Service Counnission
Empire State Plaza
Agency Building No. 3
Albany, New York 12223 -

Re: Case 28553
,

.

Dear Judge Robinson:

At the June 12 hearing Company witness Mr. Sideris testified
that LILCO's updated current cash flow projections would be
available shortly (Tr. 4590). Those' projections, in the format'
of Exhibit 119 and using the same underlying assumptions , are
a7 pended hereto as Attachment A. In sum they show the following
changes in LILCO's indicated cash deficits for the remainder of
1984, assuming the Company's total rate relief request for $281
million becomes effective October 1, 1984:

Month-end Cash Defici_t
Exhibit 119 Attachment A

September $(17.3) million $(43.3) million
October ( 8.8) million (28.6) million
November 14.1 million (15.2) million
December (43.8) million (60.9) million
Aside from substitution of actual data for the April and May
estimates in Exhibit 119, the changes reflected in Attschment A
are principally due to the matters Mr. Sideris addressed in his
cross-examination i.e., fuel and interest costs. Other, more
minor, changes are T ressed in the Explanatory Notes to the
Schedule in Attachment "A".

Very truly yours,

f/C<udGerard A. Maher
GAM /sd

'

cc. All parties-

.

' - ' ' ' "'"y 7 m m m ,
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EXPLANATORY NOTES-

RECEIPTS

Line 2 of Page 1 "Other Non-Financing Receipts" for 1984

shuve these receipts are now expected to be $5.5 million
i
.

more than enticipated previously, partly due to increases in
,

interest rates and partly due to repayments to LILCO by

members of the TDI diesel emergency generator owners group.

The changes in the 1987 estimates on page 2 of Attachment A

are primarily due to changes in interest rates and
,

reflection of payments from the Nine Mile Point II
construction Trust for borrowings from LILCO. There is a

*

corresponding increase in Line 14 "Nine Mile Interest"

disbursements.

DISBURSEMENTS

Line 4 of Page 1 " Fuels" shows disbursements to be greater

than previously expected (Exh. 119) by about $18 million for

1984 (see, Tr. 4571). This was causad primarily by a

refinement of the prior estimates for fuel supplies needed
|

[ to satisfy the expected fuel consumption for anticipated

i sales ($14 million of the change occurred in the month of

; May). This revised fuel expense does not reflect any change:

in forecasted fuel consumption or sales. Thus, there is no'

i in anticipated revenues in Line 1 caused by the
|

increase

L refir.ement in the " Fuel" disbursements.
4
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