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New Hampshire

Ted C. Feigenbaum

Chief Executive Otticer
NYN22050

April 17, 1992

United States Nuclear Regulatory Commission
Washington, D.C. 20555

Attention: Document Control Desk
Reference:  Facility Operating License No. NPF-86, Docke. No. 50-443

Subject: Connecticut Department of Public Utility Control Gives Final Approval to
Merger

Gentlemen:

As part of our commitment to keep the NRC informed on the status of the merger,
enclosed please find the Connecticut Department of Public Utility Control decision dated
March 31, 1992, that gives final approval to Nostheast Utilities” acquisition of Public Servirs
Company of New Hampshire.

If you have any further questions, please <¢all Mr. Terry L. Harpster, Director of
Licensing Services, at (603) 474.9521 extension 276§.

Very truly yours,
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Mr. Thomas T. Martin

Regional Administrator

U.S. Nuclear Regulatory Commission
Region |

475 Allendale Road

King of Prussia, PA 19406

Mr. Gordon E. Edison, Sr. Project Manager
Project Directorate 1-3

Division of Reactor Projects

U.S. Nuclear Regulatory Commission
Washington, DC 20555
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New Hampshire Yankee Division of Public Service Company of New Hampshire
P.O. Box 300 * Seabrook, NH 03874  Telephone (603) 474-9521

Mr, Noel Dudiey

NRC Senior Resident Inspector
P.O. Box 1149

Seabrook, NH 03874
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Executive Summary

The Authority’s goal 4in this proceediny has b:.en to
ascertain the basic reasonableness of the acquisition an. merger
and, if the merger appears to be in the public interest, to put
into place realistic, workable conditions that insulate
Connecticut ratepayers from undue risk. The NU Board eof
Directors is ultimately rvesponsible for determining whether this
acguisition is a good investment, with prospects for an
appropriate return for NU sharehcolders. The Authority need only
de~ermine the more limited, but for Connecticut ratepayere
crucial, question of whether ratepayers can ke adegquately
protected from potential negative impacts, when balanced against
expected benefits.

The Authority concludes that the benefits to Connecticut
ratepayere of the NU/PSNH nerger cutveigh the risks and that
approval of the merger, subjedt to certain conditions,
public interest. The Authority is wnmindful that unccrt-~nt)
remains regarding actions in other forums, aid therfuve, 1t has

imposed conditicns to protect against possible future chunges.

ie 4 "he
.. ) s..nt‘.

The synergies, or s
subsidiary, The Connectl
conbining the PSNH and }

v 8, to all raterryers ~=f yt's main
u L'ght and Powear - from

U )st~- are el oectec o r in the
range ©of $100 <toO 300 millien, under ¥ reasconable
assunptions. Dependl level of syvneriie ohieved, CL&P
residential custoners would experience annual v«al ravings of §3
to $17. Savings to ustonm of The Urited Ilianinating Company
vould be about $38 million dollars.
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The approval conditions previde [saschiable protection r
Connecticut ratepavers against all '‘now TinKS., n order o
insulate CL&P customers from the business ard financial risks of
the merger, CL&P must notify tThe aUThOrity if the anount of
equity in its capital styusture (excluding short-term debt
except that amount in excess ©f 7% or to ta. capitalization) will
fall below 36 percent, and the A conduct a review.
In future rate cases P ethodology
determining the cost of 23t 1the elying on NU’'s cost
capital. These condit 1dll remain in effect until at
one year after the New B "pshi ixed rate periodl ends in
and until NU den that NH’s capital structure and

atings neet




The Authority finds that Federal Energy Regulatory
commigsion Opinion 364-A provides CL&P with the opportunity to
gain sufficient compensation for the use of its transmission
aysten and pregerves its ability to protect native load
customers. Since Opinion 364=-A could be changed upon appeal,
however, the Authority requires that at least half of the
potential merger benefits are reserved from the risk of changes
to Opinion 364-A.

In order to guarantee a certain amount of savings for CL&P
ratepayers, the Authority intends that at least 50 percent of
CL&P’'s share of projected savings in administrative and general
expenses will be used to reduce revenue ruegquirements in future
CLEP rate proceedings.

In order to prevent Connectizut rya%t "Tyers from being
disadvantaged as a result of the merge., other conditions
reguire that:

vall administrative and general overnead costs be
allocated fairly among the operating companies,

«the benefits of off-systen capacity sales be appertioned
pased on a specific formula or a system-wide basis,

+the Department be notified in advance o1 any proposed
changes to the Sharing Agreement or Capacity Transfer Agreements
that geovern (ertain powver transactions among the NU systenm
conpanies, and

sthe benefits of CL&P Clean Air Act Amendment allowances
pbe allcocated to CL&P. '

The Authority finds that if PSNH .usce the New Hampshire
Electric Cooperative load, it woula adversely affect NU
shareholders but would not be detrimental to Connecticut
ratepayers.

This Decisicen ends 2 review which formally began in
November 1%8%. The merger, if consummated, would represent a
regional solution to a regional problem and probably the final
cha~ter of the Ss=abrock saga.

The Authority further grants final approval of the
issuance of step-two securities and the implementation of all
other step-twe transactions by PSNH.

—ije
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DECISION

I. INTRQRUCTION
A. ESKNH/Seabrook Background

Public Service Company of New Hampshire ("PSNH"),
incorporated in 1926 under the laws ¢ New Ham shire, is the
largest electric wutility in New Bappshire, supplying electricity
to approximately three-guarters of the state’s epulation. By
virtue of its 2.8% interest in Millstone Unit 3, it is a foreign
electric company within the meaning of Section 16-246a of the
General Statutes of Connecticut ("Conn. Gen. Stat."). PSNH owns
& 235.6% djoint ownership interest in Seabrook Unit 1
("Seabrook"), a 1150 MW pressurized water reactor nuclelLr power
plant located in the town of Seabrook, New Hampshire, and has
entitlement to th» same percentage of Seabrook’s capacity and
enargy.

The Seabrook project was initiated by PSKNH in the early
1870’s as an 800 MW nuclear powered unit. Prior to initiation
of censtruction, PSNH, which controlled the site, offere® other
New England utilities the ¢ poertunity to purchase shares in the
unit. Shares of the offering were well subscribed and plans
vere mpade for a second unit. PSNH retained a 50% ownership
interest in both units. The United Illuminating Company ("u1n)
wvae the second largest participant, with a 20% ownership share.
The remairing shares were auctioned to interested New England
utilities under the auspices of the New England Power FPool
("NEPOOL") . Northeast Utilities ("NU"), ©parent of The
Connecticut Light and Power Company ("CL&P") owns slightly more
than 4%.

Construction o©f the Seabrook plant commenced in 1874,
after PSNH received its siting certifica.e. The plant was
planned as a twin 1150 MW reacvor plant with a projected total
cost of approximately $973 pitlion and with completion
originally projected for Unit 1 in November 1978. However, on
May 7, 1979, the New Hampshire Legislature enacted the
vanti=-CWIP" law, prehikriting recovery in rates of costs expended
by - utility for consi. 'ction of a plant until the plant is in
commercial operation. PSNH began to experience difficulty in
financing ite share of Seabrook’s construction, and was
effectively precluded from continuing to generate internally the
funds needed to support its ownersh'p position, By April 1981,
the estimated cost of Seakrook had risen to $3.6 billion and
commercial operstion dates for Uaits 1 and 2 were announced to
be February 1984 and May 1986, respectively. FSNH then sold off
14.4% of its Seabreocok ownership position, reducing its original
50% investment in the proposed plant To 35.6% in 1%82. 1In
November 1982, the estimated costs rose to $5.1 billion, In
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pocket Nos. $1+09-07 & 90-07-25 Page 2

view of sharply escalating construction costs, state regulatory
commissions, dincluding the Connecticut Departnent of Public
utility %entrol ("Department") re~exanined the need for Unit 2.
In August 1983, the Department crdered Ul and NU teo disengage
from Unit 2. See Docket No, 83-03-03, Application of The United

Lk~ |
Beoision dated August 22, 1983, Appencix, pp. 10-1l. ;

In March 1984, a nev estimate projecting total costs at £°
pilijon for both units was relaased. Commercial Lkanks becane
unwilling to provide PSNH with credit under its revolving credit
arrangement and PSNH was unable to meet its payments for the
costs. The project came to a halt on April 18, 1984. The Joint
Owners acquired a new managing agent to replace PSNH and in
August 1984 the construction restarted on Unit 1 only. Seabrook
Unit 1 was put into commercial operation or CJune 30, 1990. At
that time, the total cost of Seabrook Unit was approximately
$6.5 billien. ©Of that total, the amount i.vested by PSNH was
estimated ¢+ be $2.5 billien.

on January 28, 1888, PSNH filed a voluntary petition for
reorcanizition under Chapter 11 of the United States Bankruptcy
Code (Case No. BB-00043). PENH’s Annual Report to the
S.surities and Exchange commission (Form 10-K) for 1989 linxed
the bankruptcy directly to PSNH's investment in Seabrook. Page
1 of that filing states that the financial difficulties that led
to its bankruptcy were attributable to a combination of several
fsctors, chief of which was "the magnitu.= of the Company's
investment in the Seabrook Nuclear Generating Station Unit 1,
which represents more than haif of the book wvalue of the
Company’s assets on its ¢inancial statements...." Following the
pankruptey filing, representatives of the gtate of New Hampshire
sursued negotiations with several parties concerning the level
of rates which PSNH may be allowed to charge New Hampshire
ratepayers for electricity under any confirmatior of a plan of
reorganization. Negotiations resulted in plans proposed by PSNH
management, NU, UI and the New England Clectric System ("NEES") .

on November 22, 1989, the State of New Hampshire entered
into an Agreement with NU to resolve the bankruptcy. The New
Hampshire Legislature approved a Rate plan on December 18, 1989,
the essenzial terms of which suspended the anti-CwWIP law for the
Reorganization and provided for seven annual 5.5% increments in
PSNH'’s retail rates, commencing January 1, 1890,  Shortly
thereafter, on December 28, 1989, NU filed its Third Amended
Joint Plan of Reorganization ("Merger plan®), The Merger Plan
wvag accepted by secured and unsecured crediters and equity
rolders of PSNH and confirmed by the Unitad States Bankruptey
court for the District of New Hampshire on April 20, 1880, It
is this Merger Plan thet has peen the subject of the instant
proceeding.

900 CEE0 CLT CO0E L
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Docket Nos. 91=09-07 & 90-07-25 Page 3

B. NU/PSNH Reorganization Plan

The acquisition would occur in two steps and result in the
merger of the PSNH system into NU. Step one, in which PSNH
uortad from bankruptcy as & stand-alone reorganized public
utility. ncourred on May 16, 19%1. The reorganized PSENH ie
coc=itted to & merger with the NU-owned ¥ ‘heast Utilities
Acquisition Corporastion ("NUAC"), a she. New Hampshire
cerporation. PSNH is being operated by «U through its
subsidiary, Northeast Utilities Service Company ("NUSCO") .

To emerge from bankruptcy in Step One, PSNH paid off its
gecured creditors, made cash payments to its unsecured creditors
anéd isrued recrganized PSNH common stock to the unsecured
creditors and to current eguity holders. The cash to pay off
secured creditors and make payments to the unsecured creditors
came from the issuance of: $125 million in preferred stock in
recrganized PENH; $342.5 million in first mortgage bonds secured
; by PSNH's non-Seabrock assets; a five-year term lean of 8452
: pillion; $287.5 million in tax exempt pollution centrol revenue
ponds; $229 million in taxable pollution control revenue bonds,
and $29% million in PSNH cash holdings., An additional $844.3
million in common eguity and contingency notes was issued to the
unsecured creditors and equity holders.

In the second step, NU would buy all the eguity in
stand-alone PSNH which would then merge its non-Seabrook assets
with NUAC leaving PSNH as the surviving utility. PENH’Ss
ownership in the Seabrook 1 nuclear power plant, the land
surrounding the Seabrook site, and its nuclear fuel would be
transferred to the NU-owned North Atlantic Enerqy Corporatien
("North Atlantic"). A second NU subsidiary, NU Operating
Company, new known as North Atlantic Energy Services Company,
would be created to operate Seabrook on Lazhalf of its joint
owners.

I T

Te merge with PSNH in Step Two, NU would be regquired to
raise approxgmtu;y $897 million in cash, plus the amount of any
zdditional PSNH common steck dividends acccued in 1992. This
money and appreoximately 8.4 millien NU warrants would be used to
retire $640 million in stand-alone PSNE commeon stock, additional
stock dividends, some short-term debt, and to pay off NU
expenses and the New Hampshire transfer tax. As originally
planned, this money would be raised initiclly through the
issuance of $150 million in NU common shares, a $3%2 million
term loan and $355 million in North Atlantic debt secured by
Seabrook 1. Due to improvements in the financisl markets,
however, the cash will be raised by the issuance cf (250 millien
through two separate ESOPs (Employee Stock Ownership Plans), a
public offering of $200 million of NU common ghares, and §385
millien in North Atlantic debt secured by Seabrook.

L e 2N LA
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To complete the merger, NU would enter into several
agreements with PSNH, which are, in brief:

Rate Agreenment - specifies the forn of the
trancaction; sets the recovery
period for the scgquisition premium;
provides for 5.5% rate increases
for PSANH for seven years, as wvell
as fuel and purchased power
clauses; establighes minimum and
maximum NU eguity returns; reguires
PSNH to attempt t¢ renegotiate
existing contracts with Small Pover
Producers and the New Harpshire
Electric Cooperative ("NHEC"); and
requires PSNH and the State of New
Hampshire to negotiate rate relief
if NHEC is no longer a partial
regquirenments customer of PSNH;

Power Contract - a life-of-unit contract covering
the sale to PSNH eof all of the

capacity and conergy generated by
North Atlantic’s share of Seabrook;

Sharing Agreemans - defines how the combined NU/PSNH
systen will be planned and operated
and how the synergies from trat
combined operation will be sharad,
to wit: 75% Initial System and 25%
PSNH for savings from syneryies
assoclated with combined sysvens
NEPOOL capacity savings; NEFOOL
energy savings allocated first as
if TInitial System and PSNH were
stand-alone utilities, with
combined dispatch synergies
allocated 50/50; energy transaction
savings allocated on a pro rata
basis; expires after 10 years;

Agreements - the first agreement defines the
"slice~-of-systen"  mix and price
that CL&P will sell to PSNH if PSNH
dees not have adaguate rescurces to
reet ite NEPCOL capability
responsibility (capacity to mneet
peak load and a reserve
requirement); the second agreaaent
defines the "slice-of-systen" mix
for PSNH to sell to NU if MU cannot
meet its capability responsibility
(the price has not been
calculated); expires after ten
years;
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Merger Agreement - sets ferth the legal framework for
the merger; establishes the
structure Jor conversion of PSNH
securit i vs upon merging; sets out
the ne.«<ssary regulatory approvals
and other ceondit.ons precedent to
the merger;

Agreenent - provides for NUSCC to render all
necessary management and
operational sy ‘ices to PSNH until
PSNH  becomes a whelly owned
subsidiary of NU; during Step One
NUSCC provides management services
for Seabrook upen approval by the
Seabrock Joint owners and the
Nuclear Regulatory Commission
: ("NRC*) .

I1. PROCEDURAL HISTORY
A. Rogket No. 89-08-26

On October 5, 1985, the Department issued a Decision in
Docket No. 89-08-26, Patition of the Office of Consumer Counsel

: , denying the
request by che Office of Consumer Counsel ("0CC") and the
Attorney General ("AG") that the Department hold a hearing to
investigate the potential effect on CL&P and its ratepayers of
the Merger Plan. The Department found that, because the Merger
Plan submitted by NU in the PSNH bankruptcy proceedin; was one
of many before the Bankruptcy Court, the request was premature.
The Decision indicated that the Department would be issuing data
regquests on the NUSCO propesal and based on the responses and
the actions of the Bankruptcy Court, the Department would
determine how to proceed.

By letter dated November 14, 1989, the Department granted
a reguest by the OCC and the AG to expand the scope of Docket
No. B9-08-26 to include a review of the propesed acquisitien ef
PSNE by UI.

Oon December 22, 1989, the Department issued a Notice of
Hearing in Docket No. 88-08-26. By that Netice, CL&P was
ordered to file testimony on eleven issues relative to the
proposed acquisition of PSNH.

E. Rocket No, 90-01-0l

By Decision dated January 10, 1850, in Docket Mo.
89-0B=26, the Department determined that the circumstances
prevailing at the time of initiation >f Docket No. 89-08~26 had

} changed significantly enocugh to warrant a change in proceading.

B
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citing the withdraval of Ul’s properal te acquare FENH, ar wvell
a8 the multivle ri ‘isions %o the Merger Plan And several
dirertives 1 the Barkiruptey Court having Jurisdictien over
Perl. the Depurtment slosed Doc’ st No. 89-06-26 and initiated
Douet Ko, 90-01-01, DRUC Invesw.gatien of Northesst ULlliLlies
Blan. to Meguire Public Service Company Of New Haneehire. The
Department deternmined that Docket No. §0-01-Cl wvould net be &
gontested proceeding and the parties to Docket ho. §9-08-26
vould beccwe participants in the non-contested proceeding. 7hi
focus of Docket No., $0«01+01 would be to eXanine the
implications of the proposed acquisition en (1) CLLP ratepayers,
(2) Cornecticut electricity censuners generslly, and (3) the New
England electricity infrastruccure, The Department incorporated
all muterial filed in Docket No., @88-08-26 inte Deocket Ne.
90«01-01, includinyg the reguest that CL&P provide testimony or
thae issues indicated in the Department’s Decerer 22, 1989,
Notice of Hearing.

gecause the nevw docket invelved substantial anc complex
issues of fact and law, the Departmernt determined that outside
expertise was reguirad, On January 10, 18%0, the Departrent
issued a Request For Proposal to conduct a nanagenent audit of
the NU preposal to acguire PSKH. The audit reguest sought
evaluultion of the transactions anticipated and the
identification of the potential impacts of such transactions on
CLEP, its customers and the regional electricity murkets. Ry
letter dated Febhruary 2 1990, the Department selected
Booze«Allen & Hamilton, Inc. ("BAH") to perform the audit, BAH
filed its first Report as reguired under its contract with the
Departmant en Apr | 20, 1950,

By Notice b Hearing dated January 10, 1990, the
Department cond. ed @& hearing ir oeket No. 90-01-01 eon
February 5 and &, 1990, The hea.ing was continued to February
22, 1990, when it vaa opened and immediately continued to Marcr
22, 1990, On March 23, 18%0, the hearing was opened and
immediately continued without date. By Notice of Continced

Hearing dated March
on May 1, 1990,

29, 1990, the hearing was continued and held

On January 6, 19%0, NUSCO, oOn behalf of NU and its
operating public utiliiy subsidiaries, made several filings with
the Federal Bt 2@y Regulatery Conmission ("FERC") seeking
certain approvals concerning the Merger Plan, ©On NMayrch 2, 19%0,
FERC -anted the NUSCO metien to conselidate the filings, whickh
becams FERC Docket Nos., ECS0-10-000 et al, Te further the
interest. of Connecticut electric ratepayers, the Departnent
intervened in the FERC proceeding., ©On January 28, 1950, the law
firn of Vvan Nees, Feldman & Curtis was designated

18 Special
Asgistant Attorney weneral to reprefant the

Department befor:

FERC. The Department’s proceeding on Docket Neo. 950-01-01
repained ilnacrive during this time pending a ruling by FERC.
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on  Janua 29, 1991, the New Hanpshire Electric
Cooperstive ("NHEC") signed & contract with New England Power
" ("NEP"), allegedly in viclation of its power contract
with PSNH. NHEC is one of PSNM's largest wholesale customers.
FERC accepted NHEC’s contract with NEP on March 28, 1861, but
suspended ite effectiveness pending a determination as to
vhether, and to what extent, NHEC’s contract with PSNH precluded
:t ::gl taking powver from NEP. NHEC filed for bankruptecy on May
' 1'

By letter dated X:y 1, 1851, the OCC requested that the
Departnent recommence its proceelinges in Docket No. 9$0-01~01 to
review the proposed merger in light of developments that had
occurred in 1991. By letter dated May 22, 1991, the Department
advised the OCC that it would coentinue to monitor events
closely, but would defer reconvening the procveeding until the
FERC rendered a final decision.

On August 6, 1991, the Department irsued a Procedural
OCrder and Notice of Prehearing Conference in Docket No.
90-01-01. In that document, the Department toek notice of two
milestone developments and re-initizted the docket: (1) the
draft FERC order issued on July J1, 1991 (subseguently adepted
by the FERC on August 9, 1991, as Opinion No. 364); and (2) the
Septenmber 3, 1991, Repert by BAH with analysis and
recommendations coneornin? the merger proposal, except ae to
FERC matters. A prehearing conf:rence was held on .ugust 20,
19981, for the purpeses of discussing the Procedural Order and
time schedule.

On August 21, 1991, the Department adopted a resclution
urging FERC to reconsider Opinion 364. Thu Department expressed
concern that the decision left unanswered several critical
transmission pricing issues, did not adequately protect the
interests of the ratepayers who have f.sancially supported the
transpmission system, and threatened the economic benefits and
reliability of the New York tie lines (the interconnection of
NEPOOL, through the NU trarsnission system, and the New York
Pover Pesl). %he Department petitioned FERC for a rehearing on
opinion 364, Other parties, including NU, aleo petitioned for
rehearing on a number of issues, and FERC granted the rehearing.

On August 28. 1991, the Department issued a Notime of
scope of Proceeding and Notice of Intent to "nitiate Separate,
Ccontested Docket ("August 29, 1981 \Notice"); a Revised
Procedural Order; a Scheduling Order, and the minutes of the
August 20, 1991, preheariny conference. The August 29, 1991
Notice adviseu that the scops would be limited teo the effects
that the Merger Plan would have on Connecticut’s electric
utilities and their ratepayers.

pursuant to Section 1%-2(¢) of the Conn. Gen. gtat., on
Geptember 3, 1991, this matter was reassigned from a panel of
three to all fivc Conmissioners who constitute the Public
Utilities Control Authority ("Autherity"). On that same date,
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BAN provided the Department with its Updated Raport on the
proposed acquisition. By letter dated September 6, 19691, the
Department advised the participants that it had taken
Administrative Notice of the Upl.%ed Report and inecluded it in
the file tor Docket No. $0~01-01.

On September 130, 1991, the Departnert requested BAH to
provi .e an Addendum to the September 3, 1981, Updated Reporet,
that refined BAN’'s recommendel conditions to the Merger Plan,
on October 10, 1991, BAH provided the Addandum.

C. Rogket Nos, 91-09-07 and $0-07:-22

By Notice of Combined Hearing da*.d ODetober 11, 1991, in
pDocket No. 91-09-07, DPUC Review of Northesst ULAlitles Plan.to
- blic Service Compeny ©f Now Hempsbirs and Docket
No. 9$0-07-25, Appligation. L JBuklic Service Company Qf _Hew
Hampshire for Waiver of Approval to  Jlusue _Jscurities  in
Connsction with the Second ftep of the Acquisiticn. of Tublic
gervice Company. .of JNew Hempghize LY _HOrIheasy - At i s
("Octeber 11, 1991 Notice"), the Deps - sment indicated that it
vould conduct & contested public hearing to deternine the
effects that the Merger Plan, if approved, would have on
connecticut’s electric utilities and their ratepayers. By the
Octeober 11, 1961 Notice, the Department took administrative
notice of all written document! filed in Docket No. 90~01-01,
including the Updated Report and the petober 10, 1951, Addendun
to the Updated Report; the transcripte of the public hearings;
all prefiled testimony; responses to interrogatories and late
filed exhibits and incorporated thes into the record of Docket
No. 91=09-07. The Director of the Prosecuterial Divieion of the
Department was designated aFf the legal representative of BAH.

By the Oectober 11, 1991 Notice, the Department alsc
recpened Docket NO. 90-07=25%, Applicatzion of Fubklic Servive
_New Hampahire for Waivex of Approval_ o ifsua
Securities in Conneation with the Second Step of the Aequisitien
of Public _Service _Company of Neg HANRSNAZS. hare by HNortheast
it o its initial Decision dated August 29, 1990, Iin
that docket, the Department g».nted conditienal epproval to the
so~called "Step 2" financing arrancements as set forth therein
and confirmed oy the Bankruptecy Court. In so doing, the
Department reserved the right to review any gdditienal or
different transactions or arrandements that may be iuposea or
required by the FERC, #nd to modify or reveke the B8tep 2
approval.

By letter dated October 1%, 1991, the OCC reguested that
the Department susperd the proceedings on the merger until a
final decision from FERC on the proposed merger and a final
decision regarding the NHEC bankruptecy. Citing cther issuen
that warranted maintaining the hearing ichedule, the Department
denjed the OCC regquest Wit
17, 199%1.

nout ¢

redudice by letter dated O¢ctober
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The Authority apprecia
participants throughout this ‘ :
The OCC and AG were particul rly helg ¥ yrthering d
and probing the lssues. Both th ‘ i AG take the po
in their bDbriefs that, 116 be approved,
Authority shouid impose protect Cennecticut
ratepayers from the TYisks has considered the
reconpendations of the Parties srefully and believes, that
vhile 2all of our determinations those that they
propose, they achieve the desired
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Data also were provided by BAM, the Departrment’s auditor,
assessing the benefits of the Merger Plan under different
scenarios. In BAH'p response to Interrogatory EL-42, estimates
of the various synergles for the base case, including analyses
of differences witn NU’s projected savings, wvere developed.
Data from PBAN's most likely scenaric, the base case, are
sunparized as follows, using NU's discount rate and allocatien
factors where applicahle (thousands of 1852 dellars).

BAH ANALYELS
CLEF 81
Energy Expense $89,799 (829,693)
Seabrook O&M No substantive differences with NU
Peak Load Diversity 31,186 ( 2,702)
AbS 39,000 -
Fesail Steam Unit
Availability No substantive differences with NU

sBaged on a reduction in ALG ltatting levels
eguivalent to 30% of PSNH staff as indicated en
page 11-20 of §/3/91 BAH Report

BAH also provided projections of synergies for a high case
and a low case, in addition to the base case. BAH estimated
real CNPV savings, in 1991 dellars, to CL&P from the merger
synergies to range from $85 million to $30% million, eof which
$47 million to $177 million would be realized during the first
10 years. ©/3/91 BAH Report, p. II-8., Under BANH's base case,
annual real savings, in 19981 deollars, to CL&P residential
customers are estimated to begin at $3 to $4 per customer,
increasing to ahout §€ by the year 2000 and thereafter.

The merger also coffers other less easily quantified
benefits. Firset, the merger would provide the NU gysten with a
rore diversified generation mix, enabling NU to exercise a wider
range of cptions during times of uncertainty and velatils fuel
prices, The takeover would alsc resclve the uncertaint
surrounding the ownership of PSNH and its Seabrock asset, whic
benefite both CL&P and UI., §Since PSNH is a joint owner with NU
of Milletone Unit 3 and Maine Yankee, the resolvtion eof the
bankruptey would reduce the uncertainty surrcunding the support
of these other nuclear assets. Although individually each of
these Dbenefits to CL&P may not be significant or easily
quantifiable, together they represent a lower rather than
greater business risk to the NU system and to CL&P. The merger,
if consummated, weuld represent a regional solution to a

regional problem and probably the final chapter of the Seabrook
saga.

1. Enerqy Synergies
The major difference between NU and the auditor ls the

energy expense synergy projection., Approeximztely 80% of this
difference is due to NU’s revised methodolegy, which the Company

.- o T I 1 I
A PO, 1 -
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claims captures additional savings frem what it (slle
“day-to-day" circumstances. The computer model used by BAH does
not capture these circumstances, such as egometimes overlapping
unplanned outages at two or more units., At such tines, the
rojected joint dispatch energy expense savings incresse. While
:boro are many factors that can determine the amount of eneray
expense savings, including, most significantly, the price of
fossil fuels, the Authority believes that the evidence and
testimony show NU’s revised methodelegy to be reasonable and
valid and that the additional savings projected have a
reasonable chance of being obtained.

Another reason for the difference in energy synergy
projections between NU and BAK is that NU ignores the effect of
capacity transfers (exchanges of capacity between the initial
system and PSNH, see Section I1II, E., infra) entirely, with the
understandiny that the failure te capture the economic benefits
to CLEP from the transfers is offset by the higher energy
expense savings. NU estimates net benefits to CL&P of the
capacity transfers to PSNH at approximately $312 million. In its
Septenber 3, 1951 Report, BAM does not separately conpute the
capacity transfer benefits in its determination of the
acquisition benefit to CLLP, and indicates that those benefits
depend on the relative lcad growth between the two systems, NU’s
other off-systen sales, and fuel coets.

While the savings in perpetuity may be overest‘nated by
NU, are sensitive to changes in fuel price, capacity nix, and
outages, and while long-term estimates of the energy synergy may
be problematic because both NU and PSNH may build er purchase
new energy capacity, the data and testimeny presented indicate
that NU’s approach is reascnable and is a better representation
than BAN's analysis of the long-term value of the energy synergy.

¢. Eesk Load Riversity Svnergies

With respect to the peak lcad diversity syner
projections, the difference between BAL and NU (appro; imately $2
millien) is due te the nliqhtl{ more pessimistic view taken by
NU. While BAN believes that load growth in other New England
utilities will create a market for CLiP'e share of 62 MW by
2001, NU does not predect a significant market for capacity from
the NU/PSNH system until 2002, in quantifying the capacity
savings, NU has anticipated a continvation of histerie weather
patterns, and has assumed that the net capacity value in 2002 is
$123/kW~year. BAH used the historical average of the peak load
diversity projected into the future, which captures weather
variation, but does not incorporate the differences in lcad
growth between NU/PSNH and NEPOOL.

3. Adninistrative & General Syneruies

Regarding the ALG synergy estimates, BAH assumes ASG
staffing levels could %e reduced ir the merger by the egquivalent
of only 30% of the PSNY staffing levels, rather than the S50%
reflected in NU projections. BAK bases {ts estimate on its
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problems of cost allocations and methodology, the Department
vili continue its audit of NUSCO charges as indicated in the
August 1, 1991, Decision in Docket No. 90-12-03,

&Mﬁml» at been the practice, the OCC is welcome to join
e Department’s audit, Alsc as indicated in the Decision in
Docket Ne. 90-12-03, the Authority will address the allocation
of NUSCO charges in subsequent rate proceedings.

Section 16-15¢(b) of the Conn, Gen. Stat. enpowers the
artnent t¢ audit NUSCO ALG costs allocated to CL&P. The
Authority is well aware of the impact of NUSCO allocations on
CL&P ratepayers and will continve its vigorous exanminatien of
these charges for propriety and validity. To facilitate future
audits of NUSCO, the Autherity will vequire that NUSCO file
detailed annual reports of all direct and allocated A&G, O&NM,
and NUSCO charges billed to each of the subsidiaries,

Regarding the A&C savings, BAH recommended that the
Department condition the merger so that, to the extent that
annual synergies are less than 50, of the amount projected in
the Merger Plan (total CNPV of approximately $74 million), the
Department may reduce rates by the difference between the SO0%
and actual savings (Condition 4(d)). As indicated in Sectien
I11., B., 3., supra, the Authority is confident that the
projected level of ALG synergies can be obtained; therefore,
ratepayers should receive at Jeast 50% of that amount.
Reguiring such a commitment from CLLP is reascnable, considering
the potential for further savings based on our analysis of the
updated Merger Plan. The Authority, therefore, modifies BAH
condition 4(¢) to state that the Department intends to reduce
rates to reflect at least the 50% synergy savings. Future CL&P
rate applications will include at least 50%Y of the A&C synergy
savings projected for the ratemaking periocd, or the actual
amount of savings if greater than 50%, 7This ccndition will
continue at least through the end of the New Hampenire fixed
rate period (7 years, through 1887), end until the Departaent
deternmines otherwise, but no longer than the ten year term of
the Sharing Agreement. To resclve problems with measuring the

savings, parties and the Department will meet within 60 days
after the merger is approved.

BAH, in its September 3, 1991 Report, cbserved that a cap
on Seabrock costs could ralse & substantial safety concern for
the Nuclear Regulatory Commission ("NRC"), which has yet to
issue a final ruling on the merger. BAH §/3/91 Report, Pp.
V=11. Also, the NRC has strongly emphasized that the transition
of Seabrock’s operation to NU must continue the prierity eof
safety over cost considerations. Attachment to Response to
Interrogatory O©OCC-28, Summary of Meeting with NRC. The
Authority concurs with the NRC and, therefore, we will not
require any guarantees of the Seabrook C4M savings.
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In addition to finencial risk, the merger has certain
aspects that will contribute to the business risk of NU in the
near future., As a mnerged entity, the PSENH subsidiary is
restricted in the degree anéd nmanner of rate relief it can
achieve by virtue of the Rate Agreement. This Agreement awvarde
PSNH fixed rate increases regardless of the company’s actual
operati results. The risk that the granted increases will be
insufficient is partially offset by an adjustment clause
flow-through te customers of certain expenses and a “"floer"™ and
vceiling” to earnings. In addition, the ability of the merged
syster to achieve the projected synergies and savings is
uncertain and contributes to the business risk of the entire
systeu.

The very real possibility exists that the financial
markets will perceive the NU holding company as a different,
more risky, entity than CL&P by virtue of the heolding company's
pmore leveraged position and the inicial, additional business
risk of the merged system, Assuming the merger takes place, it
may no longer be appropriate to use the NU heolding company as a
proxy tor CL&P for the purpose of determining the cest of equity
for ratemaking purposes. Net only might the degree of
leveraging differ between the two entities, but the market
perception of business risk might differ as well. It is
reasenable to assume that the weakened financial condition of
the parent may have an impact on the bend ratings and debt costs
of CL&P. The fivancial condition and risk of the parent mnay
have important re-sarcussions con the market's perception of thr
ability of CLfP to support ite dedbt cbligations, It is nex
appropriate for CL&P ratepayers to incur capital costs that
reflect the additional leveraging and business risk associ: ed
with NU‘’g acquisition of the FENH system.

The potential financial risks of the merger to CL&P nust
be understood in view of the level of forecasted PSNH revenues
over the fixed rate perieod. During this perlod, large increases
in costs can only be accommodated through increases in PSNH
sales, NU and BAK develcped two different forecasts that
resulted in & significant disparity in rrojected PSNH sales.
BAH forecasts relied heavily on the NEPC "ecast Report of
Capacity, Energy, Loads and Transmissicn 1991=2006 (CELT
Repert)., NU based its analysis on the 1991 PSNH Ferecast Llate
Filed Exhibit No. 2=21. NU was highly critical of the accuracy
of the CELT Report, arguing that it consistently undeiforecasted
PSNH load growth. BGE Testimony, 8/81, Pp. 9-13; TR 10/22/91,
Pp. 196-159. However, a closer look at the PSNH forecasts
relied upen by NU since 198% indicates that these forecasts have
consistently overestimated load growth. In addition, the PSNH
forecast does not r” - lect the full effect of the current
recession on New Engl..d, in that it assumes 2 lower level of
unerployment than actual as well as improved economic conditions
by December 31, 1991. Late Filed Exhibit Nos., 2-21 and 2-22.

The Authority also guestions the PSNH disregard of the
potential impact e¢f conservation and load management prograns
and the potential less of leoad from customers that choose to
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self-generate. The Authority finds the 19%1 Forecast assumption
that a PSNH annual conservetion budget exceeding $1 millien
would have abksolutely no impact on PSNK sales during the fixed
rate period te be unreasonable. Exhibit BGE 7R, p. 11-8.

The BAH forecast outlines key assumptions of itz high,
me’ am, low and shock scenarios. ©/3/91 BAH Report, p., IV-4F.
" comparison of sales growth rates suggests that BAH’s "high"
¥SNH sales growth rate corresponds te the base .ne growth rate
in the 1991 PSNH Forecast. BAH's average sales growth rates
vere negative for the years 1990-95 in the BAH "low" and "sbock"
cases, becoming positive for the years 1§96~2000. Under the
flow" case assurptione, NU earnings per share (EPS) would drop
and could Fut pressure on CL&P to increase its payout ratio
épntccnt of earnings paid to the parent company, NU, as

ividends), although coverage ratios (the degree t¢ which pretax
earnings are sufficient to make interest payments on debt) weuld
rezain adeguate, In the '"shock" case, NU earnings would be
insufticient to maintain current dividends, which would create
financial pressures on CL&P to make up a portion ¢f the reduced
earnings. Possible conseguernces to CLIP would be increased
payout and leverage ratics, and e& higher indicated egquity cost
(due to lower NU share price).

Although the assumptions contained in the "low" and
"shock" cases are pessimistic and the "shock" scenario is very
unlikely to occur, these forecasts are useful in illustrating
the financial viability of the merger if economic conditions in
New Fngland remain unfaverable or worsen, The BAH range of
forecasts is highly useful in evaluating the sensitivity of the
financial ¢onsequencee of the merger to changes in ecenonic
circunmstances, especially ecince NU presented only a "baseline"
forecast for PENH and the initial NU system. The BAH analysis
shows that the merger would still result in - mulative net
grnatnt value benefits of $65 million under its less optimistic

low" synergies assumptions. ©/32/91 BAH Report, v. II=6F. BAN
did not evaluate the benefits under the shock scenaric. but uced
that scenario to test the financial viability of the merger.

The uncertainty surrounding the actual outcome of sales
and the performance of the merged system, and the real
possibility that CL&P will be exposed to additional financiasl
and business risk under the most likely scenarios mandate
onf.?unrds to pretect Connecticut ratepayers. BAH's multipart
Conditien 3 addresses the financial repercussions of the merger,
and the Autherity finds that two parts of that condition, these
that are not airsady provided by Department regulations or State
statutes, are necessary to insulate CL&P ratepayers from the
potential effects cof the merger,

One part of Condition 3 wou .mit CL&P’s equity ratio to
nc less than 37%, unless the Authurity was notified of such an
occurrence oOr pending occurrence. The measured ratic would

exclude short-term debt from the ¢teotal capitalization measure,
except that amount in excess of 10% ef the tetal. This weuld

Ui
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allov the Cuspany to have as little as 34% equity in the total
structure, including shorte-term debt. The Conpany expressed
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certain circunstances (e.§., ! : : "t CLA&S nd ratings
are (’0\-’.’&31‘!;‘.’&1 after the 1 ge : 3 AL ¢ - the three
pajor rating Aagencles). ' A C . . 43 ' R 10/24/%1

pp. 60-65.
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tariffs. This latter concern stems from FERC's decision to
leave for future compliance tariff filings the determination of
::oottic costs appropriate for recovery by KNU. BA" bel'eves

at due diligence by NU in proceedings befors FERC «ill gain
the C ny appropriate compensation and NU confirmed and
supported this representation.

To guard against the risk to ratepayers that Opinion 364~-A
could be changed upon appeal, BAH proposes that the Merger Plan
be conditioned such that costs stemming from changes to the
Opinion, to the extent that mo{h are perger related and in
excese of *"e net benafits of e merger, be excluded from
recovery through retail rates. While @ Authority believes
that such & “hold harmless" condition is lptzopriuto for
transmission benefits, the BAH proposed condition does not
reserve for ratepayers any potential merger benefits (e.g.,
those resulting from the A&G synergies) should there be an
adverse change to Opinion 364=A. The BAH condition limits the
impact of such a change to Opinion 364~A, but allows increased
risk to ratepayers that the merger will ultimately not benefit
them., As discussed througheut this analysis, the proposed
nerger 48 not without riskse to Connecticut ratepayers, wven
absent the transmission riske. Ae such, it is necessary that
ratepayers benefit from the proposad merger. If ratepayers are
truly insulated from transmission risk, an adverse occurrence .in
this area should not wipe out all the benefits of the proposed
merger in the non-transnission area.

The Authority has relied on FERC Opinion 3642 and NU's
interpretation eof it in analyzing the Merger Plan. The risk
that Opinion 364~A may be modified on rehearing or judicial
review, or that NU’'s interpretatisn of the order may be
deternined by FERC or the courts tc le incorrect, must rest with
NU and its sharehclders, not CL&P ratepayers. The Department
will deternine in future CLéP rate procecdings the extent of any
disallowance of costs resulting from an adverse change to
Opinion 364~A, taking intec account as an offset the net benefit
to CL&P ratepayere shown by CL&P to be attributable to the
merger; however, 4in ne event will more than half of the
densnstrated cumulative net b nefits Le used as an offset. An
adverse change will not necessarily include achieving certain
different results, such @&s a lower FERC-allowed return on
equity, than requested.

1. glean Air Act Amendment Allowances

puring the course o©f the hearings the Department raised
the concern that sulfur dioxide emission allowances awarded to
CL&P for the year 2000 and beyond under *“he Clean Air Act
Anendments of 1990 ("CAAA") might be Jjeopardized or less than
fairly compensated for under the merger. TR 10/22/91, PP.
83-124. BAH introduced two conditions to address this concern:

1. The benefits of any allowances that will be provided
to CL&P under the CAAA will be allocated te CL&P.
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2. CL&P agrees to provide for Department review prior to
iuplementaticn any plan or pelicy that would govern
the sale or trarsfer of CL4P allowances to PSNH.

See late Filed Exhibit No. 2-19.

The Authority believes these conditions will adequately

protect CL4P ratepayers vis a vie the CAAA, and will adopt then.

v,
i.

10.

1.

EINDINCE OF FACT

connecticut will benefit from the combination of the NU
and PSNH systems under all reasonable assumptions.

Certain conditions are necessary to ensure that ALG costs
do not increase due to the merger and to ensure that CLEP
ratepayers receive their share of the projected benefits.

The fixed rate period under the Rate Agreement creates
incentives for NU to favor PSNH off-s)stem capacity sales
over those of CL&P.

Conditions could develop within the region that would make

NU transactions wunder the Capacity Transfer Agreements
uneconomic.

The probable net benefits to CL&P ratepayers from the
lhurin? Agreenent are aufficient to outweigh the risks ot
possible unecunomic capacity exchanges.

Without preoper cenditions, the propesed merger could have
an impact on the indicated debt and equity costs of CL&P.

Without proper conditions, the proposed merger could lead
to increased financial and businass risk toc the NU helding
company and indirectly to the CLLP subsidiary.

The loss of the NHEC lcad by PSNH, vhile adversely
affecting NU shareholders, would be unlikely to Dbe
detrimental to Connecticut ratepayers.

FERC Opinion 364-A provides NU and CL&P with the
opportunity to gain sufficient compensation for the use of

eir transmission system and preserves their ability to
protect native load customers, if interpreted as
represented by NU in this proceeding.

FERC Opinion 364-A is the subject of rehearing petitions

and court appeals. It could be modified to the detriment
of Connecticut ratepayers.

Post merger, CL&P might not be properly compensated for
sulfur djoxide emission allowances it is granted under the
CAAA .
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v. CONCLUSIONE AND QRDERS
A Seaglueions

pased on the evidence presented, the Authority concludes
that the berefits tc Connecticu* ratepayers of the nerger
between NU and PSNH outweigh the risks and a proval of the
perger, subject to the conditions set forth herein as reflected
in the Orders bYelew, is in the public interest. The Authority
is mindful that uncertainty remains regardi actions in other
forums, particularly the New Hampshire legislature, the Nuclear
Regulatory Cemmission, the Securities and Exchange Commission,
and the federal courts petitioned to review the FERC opinien
364=A., ‘The Autherity has an ebligation to act in what should be
an erderly regulatery and legal process, but a process in which
it is not pessible to foretell every outcone. The Authority
believes that the conditions we have attached to the merger, as
ranifested in the Orders, provide reasonable protection for
Connecticut ratepayers against all known risks.

The Authority further grants final approval of the
issuance of step-twe securities and the implementation of all
other step-two transactions by Public $ervice Conpany of Ncw
Hampshire, as reguested in Docket No. $0-07=25. The terms and
corditions o©f the approval granted herein for the step-two
financings must be in conformity with the Third Anended Joint
plan of Reorganizaticn confirmed April 20, 1860, by the United
states Bankruptcy Court for the District of New Hampehire and
with the terms and conditions set forth in the Order dated July
20, 1990, of the New Hampshire Public Utilities Commission and
any supplemental Ouider therste.

B. Qrdexs

‘4 the event that PSNH is merged with NU as approvad in
gection V., A., supra, the following Orders will apply. Please
submit ar origimal and ten copies of the requested paterial,
identitied by Doc!et Number, Title and Order Number to the
Executive Secretary.

P Beginniny May 31, 1992, and ennually thereafter, NUSCO
shall file with the Department detailed reports of all
direct and allocated A&G, O&M and NUSCO charges billed to
each of the subsidiaries.

»

In each future rate application, CL&P shall incorporate at
least 50% of the ALG synergy savings projected for the
ratemaking peried, or the actual ameunt of savings if
greater than 50%., The Company shall also provide a report
on the amount of actual O&M savings. This Order shall
continue at least through the end of the fixed rate period
(7 years, through 193%7), and until the Department
determines otherwise, but no longer than the ten year terw
of the Sharing Agreement, Further, no later than June 1,
1992, the Company shall request that the Departaent
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schedule a technicel meeting to discuss the means of
measuring AGG and O&M savings. The expense of tracking
the savings will be considered in future rate
applications, as would any other proposed expense.

For the period after the PSNH acquisition and during the
fixed rate periocd of tha Rate Agreement, CL&P shall
determine oft-system capacity sale benefits for ratemaking
purposes based on apportioned NU systemvide off-systen
capacity sales using the formula filed by BAH on October
31, 1991 (Condition 6), as clarified by NU's Comments of
November 1, 1991.

4. cLiP shall file testimony with its next rate application
on the mechanisms for incorporating Condition 5 into
ratenaking.

8. cLéP shall file with the Department, for its review and

possible action, a copy of any changes to or extensions of
the Sharing Agreement or Capacity ansfer Agreements at
least rinety days prior to filing at FERC.

6. CL&P will, at all times, commit its Dbest efforts to
paintain a 36% equity ratic (as described in a) belov) .
If, at any time, CL&PF:

a) projects that the ratioc (expressed as 2
percertage) of CLiP’'s Common Equity to Total
Capitalization, as defined below, as of the end of
the next fiscal quarter will be below 36%, or

b) plans to take any action that will result eor can
reascnably be expected to result in reducing the
above ratio below 36 percent,

then CL&P will notify the Department in writing at least
forty~five days before such action is taken or event is
anticipated to ocour and will provide a certificate
showing the calculation in reasonable detail,

In monitoring this Ordey, and at its diecreticn, the Departnment
way conduct proceedings to review the ratio, the effect of
CL&P‘s payment of dividends te NU on CL&P’s financial condition,
and whether CL&P’s ratio will have been adversely affected by
this merger. If the Department initlates such a proceeding, it
vill do Bo within ten days after its receipt of CL&P’'s notice
and complete it no later than thirty days after receipt of
CLLP’'s notice.

For purposes of this Order and Order Nos. 7 and 8, the followinjg
definitions apply:

ity = an amount egual to the sum of the agjregate of
the par value eof, or stated capital represented by, 1the
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cutstanding shares of common stock of CLAP and its subsidiaries,
and the surplus, paid«in, earned and other, if any, of CL&P ard
its subsidiaries,

Tetal Capitallization - the aggregate of all amounts that would

appear on CL&P’'s balance sheel as the sunm of
the total principitl anount of aldl long=term
indebtedness of CL&FP and its subsidiaries
(excluding, however, indebtedness (not to exceed
§320,000,000) existing wunder any nuclear fuel
financing so long as the proceeds of such
{indebtedness are used solely to finance the
purchase and carrying of nuclear fuel),

@ aggregate of the par value of, o

spital represented by, Lhe outstanding ghares of
11 classes of capital stock of all classes of
ommon and preferred shares of CL&P and
Auhs,djnr;us,

stated

th
ca
al
C

its

f CLé

C and its subsidiaries, paid-
ether

the su r;‘u P
d , 4f any, and

earned ant

the aggregate unpaid principal anount
short~ternm indebtedness of CL&F
subsidiaries over 7% of the s
(14), and (1ii) above.

of all
and its
up of clauses (1),

dndebtednass means, without duplication:

indebtedness for Dborrowed nmoney or for the
deferred purchase price of property or services
(excluding any obligation of CL&P te the United
gtates Department of Energy or its Fuccessor with
respect to disposition of spent nuclear fuel
burned prior to April 3, 1983),

obligations as lessee under leases whic!

wvhich shall
have been or suoculd be, in accordance with GAAP,
recorded as capital leases,

ligations under direct or indirect guaranties 1ir

of, and ebligations (contingent or
te purchase or othervise acquire, or
assure a creditor against lose in
indebtedness or obligations of others

ds referred to in (i) er (ii) above,
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n respect of unfunded vested beneflts
covered by Title IV of ERISA.
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In future rate cases, if the Department sc chooses, CL&P

will aceﬁft the following basis for determining the cost
of capital:

a) adjustment of the cost of debt issued since the prior
rate proceeding, for retall ratemaking purpeses, using
:gpre riate debt cost at the time of the igsuances,

ould the Devartment find that CL&P debt costs are
unduly influenced by NU’s merger wvith Piwd, and

b) developi g CL&P's ROE on that of comparable companies
rather than on HU’s cost of common equity.

Ehxn Order shall remain in effect as indicated in Order No. 8,
nfra.

8. Order Nos. € and 7 will terminate no earlier than one year
after the seven-year fixed rate period specified for PSNH
in the Rate Agreement and, 3subject to effectivencss
provisions set forth below, when CL&P files with the
Department a certifjcate that demonstrates that:

a) the ratio (expressed as a percentage) of PENH's Common
Equity te Total Capitalization as of the end of the
nost recent fir~al quarter, caiculated in accordance
with GAAP, and deternmiie’ with reference to the
audited financial statemente included i, PSENH's Annual
Repert on Form 10-K or Quarterly Report on Ferm 10-Q,
filed with the Securities and Exchange Commission, or
ary other applicable report (a copy of the 10~K, 10=Q
or other applicable repert shall be attached to such
certificate), is equal to or greater than 30 percent,
and

k) PS§NH’s first mortgage bonds have been assigned
investment grade ratings by at least two nationally
recognized statistical rating organizations. For
purpcses of this certificate, ratings shall be deemed
to be investment grade if they meet the standards
specified in Form S$=5 under the Securities Act of 1833,

Further, these orders shall terminate thirty days after CL&P
files such a certificate with the Department, provided that, if
before that time the Department notifies CL&P that its review of
the certificate indicates that the conditions to termination are
not, or may not be, fulfilled, the effectiveness of such
termination shall be suspended for such time not more than 45
days, a& the Department shall specify in its notificatien. The
Department may conduct technical discussions or hearings, but
shall rule whether or not to accept the certificate within 45
days from the notification of suspension. The certificate is
ineffective if the Department does not accept it,
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The benefits of any allowancee that will be provided to
CL4P under the CAAA shall be allocated to CL&P. FPurther,
CL&P shall provide for Department review, prior to
implesentation, any plan oF policy that would govern the
sale or transfer of CL&P CAAA allowances to PSNH,

In all subseguent rate proceedings, CcL&P shall detail and
quantify the net cumulative cost to date and through the
rate year of any changes or modifications to or adverse
interpretations of FERC opinion J64~A as they affect CL&P
revenue reguiremente, and file this information with its
apgucution. These costs shall be excluded from the
calculation of CL&P revenue requii sments, except to the
extent that CL&P can show that the merger with DPSNH has
provided net cumulative benefits to CL4P ratepayers. No
wore than half of these demonstrated cumulative net
penefits will be used as an offeet to the net cost of
changes to FERC Opinion 364-A excluded from CL&P revenue
regquirenents.

WPy et N T pe v
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We hereby direct that notice of the foregoing be given bY
the Executive BeC retary of this Department by forvarding true
and correct copies of this document to parties in interest, and

due return make.

Dated at New Britailn, connecticut, this 3ist day of March,
19%92.

olifton A. Leonhardt

Evan W. Woollacott ) DEPARTMENT OF PUBLIC UTILITY CONTROI
Richard G. Pattersot

Michael J. Kenney

New Britain, March 31
County of Hartforad
that the yreqolin is a2 true and
issued Dby nt of Public
Connecticut.

CERTIFICATE OF SERVICL

that where a date i{& inserted DY the

the "Date Mailed" Dbox below, a copy of the
forwarded by Certifie pajil to all parties of
nis proceeding on the date indicated.
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