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Rores & CRAY

E2S FRANKLIN STREET
BOSTON ©O2110
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January 4, 1980

» . Rubenstein, Branch Chief
Light Water Reactors, Branch #U
Division of Project Management
Inited 8tates Nuclear Regulatory

Commission

Washington, D. C. 20555

e: Public Service Company of New Ham
Docket Nos. 50-443 and 50-U4k; Dir
Decision under 10 CFR 2.206 Dkulf¢f ?hcw
Cause Petition.

Dear Mr, Bubensteln:

In connection with the Staff's contim

iinge interest in
and with the Commission's orde

2
4
¥ Aaté "1 '\r C M-

this subject a ed D

ber 21; 1979 cmvfnx.ng the period of review until January 31,
1680, 1 enclose twenty-five coples of the report and order

of the New Hampshire Public Utilities Commission grénting

the emerpgency rate increase recuested by Publice Service Com-
pany of New Hampshire and twenty-five copies of the Frelimi-
nary Prospectus dated December 28, 1979 relating to $30,000,000
of General and Fefu ding Hortgage Bonds of Publice Service Com-

Very truly yours,

JAR:vml
Enclosures

cet Attached List



Coples toO#

2lan S. Rusenthal, Chairman

Atomic Safety and Licensing
Appeal PBoard

1.8, Nuclear Regulatory Commission

Washington, D.C. 20555

Dr, Johr H. Puck

Atomie Safety and Licensing
Appeal Board

U.S. Nueclear Regulatory Commission

Washington, D.C, 20555

Michael C. Farrar, Esquire

Atomie Safety and Licensing
Appeal Board

1.8, Nueclear Regulatory Commission

Washington, D.C. 20555

Tvan W. Smith, Esquire
Atomic Safety and Licensing
BRoard Panel
U.8. Nueclear Regulatory Commigsion
Washington, D.C. 20555

s
4100 Cathedral Avenue
washington, D.C. 200

Dr, Marvin M, Mann

Atomic Safety and Licensing
Board Panel

1.8, Nueclear Regul

ato Commission
Wwashington, D.C. 205

3 B

ry
55

Stephen G. Burns, Esg.

Office of the Executive Legal
Director

U.S. Nuclear Regulatory Commission

Washington, D.C. 20555

E. Tupper Kinder, Esquire
Assistant Attorney Ceneral
Environmental Protection Division
Office of the Attorney General
208 State Hcuse Annex
Concord, New Hampshire 03301
varin P. Sheldon, Esgulre
Sheldon, Harmon, Roisman & Wslss
Suite 506
1725 1 Btreet,; B
‘Yashington, D. C.

" | \‘,.{'

20006

Dr. Ernest 0. Salo

Professor of Fisheries Research
Institute

College of Fisherles

University of Washington

Seattle, Washington 98195

Dr. Kenneth A. MeCollum
1107 West XKnapp Street
Stillwater, Oklahoma TUOTH
Robert A. Backus, Esquire
O'Neill Backus Spilelman

116 Lowell Street
Manchester, New Hampshire 03105
Laurie Burt, Esquire

Assistant Attorney Ceneral

One Ashburton Place
BRoston, Magsachusetts 02108

John P, Ahearne, Chairman

U.S. Nuclear Regulatory Commission
washington, D.C. 20555

Victor Gilinsky, Commissioner
U.8. Nuclear Regulatory Commission
Washington, D.C. 20555

Richard T. Kennedy, Commissioner
U.S., Nuclear Regulatory Commission
Washington, D.C. 20555

Peter A. Bradford, Commissioner
U.S. Nueclear Regulatory Commission
Washington, D.C. 20555

Joseph Hendrie, Commisslioner

7.5, Nuclear Regulatory Commission
Washington, D.,C, 20555
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$30,000,000
Public Service Company of New Hampshire

General and Refunding Mortgage Bonds, Series ( % due 2000

FHESE SECURITIES HAVE NOT BEEN APPROVED OR

DISAPPROVED BY TH}
SECURITIES AND EXCHANGE COMMISSION NOR

HAS THE COMMISSION
PASSED 1 PON THI ACCT RACY O \!p;i"l MY O} FHIS PROSPECTUS

ANY REPRESENTATION TO THE CONTRARY I8 A CRIMINAL OFFENS]

}\i\i\f(l. !’«’L”NNJ\ ¢ (LO. Bl

Incorporated

vth Eastman Paine Webber

Ine rporated
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IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE Ol
F'HE BONDS OFFERED HEREBY AT LEVELS ABOVE THOSE WHICH MIGHT OTHER
WISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY Bl
DISCONTINUED AT ANY TiMi

AVAILABLE INFORMATION

Public Serviee Company of New Hampshire (the *Company™) is subject to the informa
tional requirements of the Securities Exchange Act of 1974 and in weordance therewith files
reports and other information with the Securities and Exchange Commission. Information for
the year 1978 and prior years concerning directors and officers of the Company, remuneration
and any material interests of such persons in transactions with the Company, is disclosed in
proxy statements distributed to stockholders of the Company and filed with the Commis=ion
Such reports, proxy statements and other information can be inspected at the office of the
Commission at Room 6101 at 1100 L Street, N.W., Washington, D. C.: Room 1100, Federal
Building. 26 Federal Plaza, New York. N.Y.: Suite 1710, Tishman Building, 10960 Wilshir:
Boulevard, Los Angeles, California: and Room 1228, Everett McKinley Dirksen Building, 219
South Dearborn Street, Chicago, Hlinois. Copies of such material may also he obtained at

srescribed rates from the Public Reference Section of the Commission at 500 North Capitol
I

Street, MW, Washington, D, €, 20519, Certain of the Company’s securities are listed on the

New York Stock Exchange where reports, proxy material and other information concerning

the Company may als bhe inspected

I'HE COMPANY




PROSPECTUS SUMMARY

THE OFFED

THE COMPAMNY

FINANCIAL INFORMATION

ts | . in ¢




PROBLEMS FACING THE COMPANY

Rate Proceedings




Reduction of Construction Program
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Immediate Financing Program

Necessity of

Adequate Rates, Required Approvals and Financing




INDUSTRY PROBLEMS
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USE OF PROCEEDS

CONSTRUCTION PROGRAM
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Estimuted Construction Expenditures

Millions of Dollars

['nadjusted Adjusted
1981-1985 1981-1985




Unadjusted Ad justed
C.onstructior Construction

Progran Program




FINANCING







CAPITALIZATION




STATEMENT OF EARNINGS
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MANAGEMENT'S DISCUSSION AND ANALYSIS
OF THE STATEMENT OF EARNINGS

I'welve Months Ended October 31, 1979 as Compared with Calendar 1978
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OPERATING STATISTICS

Twelve Months
Ended Year Ended December 31
October 31, -
1979 1978 1977 1976 1975 1974
MWH Generated and Purchased — Net 1
Generated by Water Power 280,062 201,072 332,623 328,701 385,521 347,120
Generated by Fuel 5,205,160 3,840,858 4,083,704 3,606,002 3,660,500 3,385,008
Total Generated 5,040,291 4,141,800 4,066,207 3,084,708 4,000,081 3,182,287
Power Purchased — Nuclear Affilintes 608,991 674,387 629,116 670,904 618,787 630,120
Other Power Purchased and Inter hanged 501,065 1,374,245 990,082 1,002,414 19437 1,185,423
Total Generated and Purehased 6,006,077 6,100,407 5,004,420 5,088,111 5,443,046 5,400,179
isposition of MWH Output o
Disposition of A u
PRld i 6,200,080 5,752,784 5,086,378 5,286,507 5,055,073 5,054,271
Used by the (}()mpnny 30,5438 22,734 15,217 13,470 13,047 238,821
Absorbed in Delivery 15,054 414,859 302,830 385,128 374 %25 322,687
Tatal Output . 0,065,077 6,100,407 5,004,420 5,088,111 5440, 45 5,400,779
= ==
MWH Sold
Residential 1,808,161 1,765,553 1,700,625 1,676,080 1,562,212  1,66L,714
[odust rial 1,851,902 1,743,131 1,568,068 1,539 488 1,306,957 1,470,807
Unit Power 600,642 308,785 545,755 782,321 H24.831 502,715
Wholesale, Commereial and Other 1,958,085 1,875,315 1,763,027 1,007,717 1,581,678 1,628,685
Total MWH Sold 6,200,680 5,752,784 5,586,078 5,286,607 5,005,673 5,054,871
Sourees of Electric Revenue (Thousands of Dollars)
Residential Sales $ 102572 % 98331 $ X1,5561 $ 77,103 $ 72,167 $ 57,866
Industrial Sales 72,390 63,5665 48,878 45,361 42,040 34,807
Unit Power Sales 13,028 9,104 10,297 7,029 9,130 6,746
Whalesale, Commercial and Other 92,335 82,5490 69,278 63,392 85,902 44,742
Miseellaneous Operating Revenue 0,197 7,202 4,783 3,739 7,055 11,769
Total Eleetric Revenues § oR0502 § 060,751 § 214,7R7 § 100,074 ¥ 186363 § 155,930
b —p—————— ===
Electric Customers (End of Period)
Regidentinl 247 078 244,008 23R,830 232,358 226,216 221,737
Industrial 1,006 1,080 1,046 1,018 g7 9x2
Unit Power 1 1 1 1 1 1
Wholesale, Commercial and Other 32,362 31,766 340,871 30,115 20,268 28,855
Total Electric Customers 281,437 276,565 270,748 263,402 256,471 251,573
Diversity of Industrial Revenues o
Textile Products 3.3% 3.7% 3.9% 4.1% 4.5% 50%
Paper Products 17.7 17.2 18.5 16.8 15.7 17.9
Leather Products e7 3.0 8L 3.4 3.6 3.5
Chemieals 8 9.3 0.0 N3 7.9 81
Other Non-Durable Producta 6.8 74 7.9 7.6 7.7 7.5
Total Non Durable Products T40.3 406 4005 0.2 304 428
Machiner» 171 168 183 162 14.5 147
Other Durable Products 13.2 13.2 13.0 12.4 12.1 12.0
Totul Durable Produets 30.3 3.0 0.3 278 26. 26.7
Total Manufacturing 06 70.6 TR 67. 66.3 803
Commereial and Service 204 294 30.2 32.2 33.7 30.7
‘Total 100.09% {000  100.0% T60.09% 100.09% 100.09%
Customer Statisties (Annual) g o - -
Avernge (A‘vua‘mmorn — Reosidential 245.81K 242418 236,453 230,390 224 K%6 220,037
Avernge KWH Per Customer — Residontial 7,335 7,083 7,230 7,279 6,002 7,028
Average Rnn.- -~ Clonts Par KWIH
Regidential 5.60 5.57 4.74 4,60 4.65 3.73
lnduatrml{ ) 3.91 4.65 3.18 295 3.01 2.37
Other Utilities 3.68 3.20 3.07 2.85 244 2.12
Average Annual Bill — Resideniial $417.27 $405.63 $044,00 8334 K8 $320.00 $061.01
Average Nuclear Puel Cost per KWH Generated 0.4127¢ 0.3638¢ 0.3181¢ 0.2850¢ 0.3506¢ 0.2248¢
Average Fossil Fuel ®ost per KW Genorated 2.0027¢ 1.8701¢ 1.7576¢ 1.6540¢ 1.5044¢ 1.2002¢

Y812000¢ 2
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Power ‘t:/;;,/\ and Properties

New England Power Pool




Joint Projects

Company Share
Estimated Constructicn Cost(3

Pe,
KW




Seabrook Nuclear Pr ject
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Rates Yere H impshire Retail










Fuel Supply.




FEnvironmental Matters







I .'H‘[ulu\: es. Salaries and Wages




Voluntary Wage and Price Guidelines.

The Company is subject to the voluntary Wage and Price Standards of the Federal Couneil on
Wage and Price Stability. The guidelines, now in the second program year, provide that antual
inereases of wage and benefit payments should not exeeed 7%, basically the same pay standards which
applied the first program year, and that price inereases Jdueing 1979-1980 can be no greater than the
hase period (1976-1977) price change or 199, whichever is loss,  The regulatory agencies are asked to
asstire complignee to the fullest extent possible. The Company is unable to prediet what effeet these
standards will have upon its operations in the future.

Municipalities and Cooperatives,

New Hampshire law permits municipalitios to engage in the produetion and sale of eleetricity,
including the power to condemn the piat and proporty of any existing publie utility which is located
i the municipality.  Under legislation enaeted in 1975, intended primarily to enable all electric sys-
tems (ineluding municipalities) to participate in regional bulk power supply projects, New Hamp-
shire municipalities now have hroader powers with respect to contracting and extra-territorial activity,
as well as the power to finance through the issuance of revenue bonds the ownership of new generating
units of at least 25 MW ar< new transmission facilities of at least 69 KV, The City of Berlin took
preliminary action in 1969 and 1970 anthorizing the City to engage in the produetion, distribution and
sale of electricity, but the matter has not been finally determined. The Compans's revenues from sales
in the City of Berlin in 1978 were about $6,220,000 including revenues of about $#3,229.000 from a
single lavge industrial customer. 1f the City of Berlin were to acquire ownership of the Company's
property, the Company would be entitled to compensation for the fair value of its property and any
severance damages. No other municipality served at retail by the Company is, so far as is known to
the Company, taking steps to engage in such business.

New Hampshire Electrie Cooperative, Ine, a cooperative association financed by the Rural Flee-
trification Administration, as well as five small municipal eleetric utilities, operate in areas adjacent to
arcas served by the Company. The Cgnperativ i #¥es most of its eleetricity from the Company
and is subject to regulation by the NHPU(! ax & @utility. The Cooperative has agreed to pur-
chase a 2.17391% interest in the Seabrook plant. See “Problems Facing the Company ™,

90009181
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
PusLic Service CoMpany or NEw HaMPSHIRE

We have examined the balance sheet of Public Service Company of New Hampshire as of Decem-
ber 31, 1978 and the related statements of earnings, retained earnings, other paid-in capital and
changes in financial position for each of the five years in the period then ended. Our examinations
were made in aecordance with generally accepted auditing standards, and accordingly included such
tests of the accounting records and such other auditing procedures as we con i/l red necessary in the
circumstances,

In our opinion, the aforementioned financial statements present fairly the financial position of
Public Service Company of New Hampshire at December 31, 1978 and the results of its operations
and the changes in its financial position for each of the five years in the period then ended, in con-
formity with generally aceepted accounting principles applied on a consistent basis.

Pear, Marwick, Mircnenr & Co,

Boston, Massachusetts
February 16, 1979, except as to Note 8,
which is as of Mareh 5, 1979
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE

BALANCE SHEET

ASSETS

October 31, December 31,
1979 1978

(Unaudited)
(Thousands of Dollars)
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE

BALANCE SHEET

CAPITALIZATIO

October 31 Decoember 31,

1949 1978

(Unaudited
(Thousands of Dollars)




PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE

STATEMENT OF RETAINED EARMINGS

Ter Months

Ended Year Ended December 31,
October 31,

1979 ] 1877 1976 1975

(Unaudited) (Ihousands of Dollars)

STATEMENT OF OTHER PAID-IN CAPITAL

Ten wonths

Ended ) Year Ended December 31,
October 31

1979 1977 1976 1975

(Unaudited (Thousands of Dollars)




PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE

STATEMENT OF CHANGES IN FINANCIAL POSITION

Twelve Months
Ended
October 31,

1979 ] 1976 1975
(Unaudited) (Thousands of Dollars)

Year Ended December 31,




NOTES TO FINANCIAL STATEMENTS

(Information related to periods subsequent to December 31, 1978 15 unaudited )
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NOTES TO FINANCIAL STATEMENTS —- Continued

(Information related to periods subsequent to December 31, 1978 is unaudited)

(Thousands of Do




NOTES TO FINANCIAL STATEMENTS — Continued
(Information related to periods subsequent to December 31, 1978 is unaudited)

2. Incomg Taxes — Continued

for 1978 and prior years. Approximately $1,100,000 of such amount relates to a recently formed
stock ownership plan for Company employees which does not affeet net income but does result in
additional funds for the Company from issuance of additional shares of the Company's eommon
stock,  The remaining $8.400,000 does not affect net income but has reduced the amount of income
taxes paid by the Company for 1978 by approximately $6,900,000 and resulted in a claun for refund
of taxes paid in years prior to 1978 of approxumately $1,500,000,

The Company estimates that investment tax credits of approximately $18,700,000 will be gen-
erated for 1979 There are limitations on the amounts of such eredits which can be used, however,
and based on these limitations the Company estimates that approximately $9,700,000 of the eredits
will be recognized for financial statement purposes. The Company estimates that only $4,600,000
of such eredits will be used for income tax purposes in 1979 with the balance available for use on
subsequent years' returns through 1986

In accordance with the requirements of the NHPUC, provisions for deferred income taxes are
recognized only for the following timing differences:

Twelve Months
Ended Year Ended December 31,
October 31,
1979 1978 1977 1976 1975 1974
(Thousards of Dollars)
A portion of Depreciation and Amortization of
Plant Pucilities® $ 865 $ KON § 805 $ 515 $ D48 § 904
Accrued and Unbilled Fuel Adjustment
Charges 2,140 1,049 a6 (417) 669 8,128
The Interest Componeut of Allowsnce for
Funds Used During Construction (Bee Note
D to Statement of Earnings) L 3,713 2,004 1,274 626 -—
Iuvestment Tax Credit Used to Beduce Deferred
Taxes (3,700) — - —_ - —_
Other K] (8) - (4 2 79
§ 704n $5.612 $5,880 $1,07% $2,245 $4,111

*Current income taa rveductions attributable to (1) the tax depreciation permitted under the Class
Life ADR System of the 1971 Revenue Act in excess of the tax depreciation permitted under the
Guideline Lives provisions of the 1969 Revenue Act and (2) the amortization of certain pollution
control tacilities over five year periods.
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NOTES TO FINANCIAL STATEMENTS — Continued

(Information related to periods subsequent to December 31, 1978 is unaudited)

Twiive Months
Ended
Uctohe

1979




NOTES TO FINANCIAL STATEMENTS — Continued

(Information related to periods subsequent to December 31, 1978 is unaudited)

Uetober 3 December 31
Dividend Par Value Shares Outstanding 1979 1978

(Thousands of Dollars

utstandir
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NOTES TO FINANCIAL STATEMENTS — Continued

(Information related o periods subsequent to December 31, 1978 is unaudited)

December 31
1978

inds of Dollars




NOTES TO FINANCIAL STATEMENTS — Continued
(Information related to periods subsequent to December 31, 1978 is unaudited)

7. Lona-Terv Dgpr — Continued

The annual Sinking Fund requirements with respect to First Mortgage Bonds, which may be met
by the payment of eash or bonds or, up to one-half of their amounts, by the certification of additional
property, ure a8 follows: 1979 — $2,213,241, 1980 - $2,463,241, 1981 — §2.636 318, 1982 — §2,062,984,
1953 —— $2.052,954 and 1984 — $2,062.984.  Annual Sinking Fand reguirements with respect to Gen-
eral and Refunding Mortgage Bonds during the five vears through 1984 are $5,460,000 payable in cash
in 1953 and 1984

Long-teym debt maturities, excluding the afurementioned Sinking Fund requirements, are as
follows: 1979 —— $4.856,000, 1080 — None, 1981 —— $49,719,000, 1982 — Noae, 1983 —- None and 1984 —
$16,283 000,

Under the terms of the First Mortgage Indenture and the Genersl and Refunding Mortgage
Indenture, substantially all utility property of the Company is subject to the liens thereof.

8. ComMiTMenTs AND CONTINGENCIES

The Company (both as sole and as joint owner of facilities) and the nuelear generating companies
in which the Company has investments, in common with other eleetrie utilities, are subject to present
and developing regulations with regard to air and water quality, nuelear plant licensing and safety,
land use and other environmental matters by various Federal, state and loeal authorities, 1t is pos-
sible that complinnee with such regulations may require sdditional capital expenditures and inereased
operating costs not now determinable in amount,

If the Company's constraetion program is not reduced as deseribed in the next pardagraph, con-
struction program expenditures are forecast to be 195700000 for 1978, §215,700,000 for 1980 and
§696,200,000 for 1981 through 1985 (excluding allowanee for funds used during construction), These
estimates ineladed $158,700,000, $178,500.000 and $412,700,000, vespeetively, for the Company s inter.
ext in & mielear generating station under construction in Seabvook, New Hampshirve, and $5.300,000,
$7.000,000 and $63.700,000, vespeetively, for the Company's interests in other nuclear generating units
owned on g tenaney-ineommon basis with other New BEngland utilities,.  The Company’s ownership
interests snd its share of total expenditures included tn Unfinished Constenetion for the jointlyowned
nuelear Tacilitios in which it is participating are as Follows:

Ownership  October 31, December 31,
1978

Percent 1979
o (Thousands of Dollars)
Seabrook #1 and #2 H0. 00000 #434.200 #307 8OO
Pilgrim 22 34700 11,600 0.600
Millstone #3 38010 26,200 21.200
$T2000 $338,600
4 p————————

On March 3, 1979, the Company’s Board of Directors directed management to proceed to sell all
of the Company's Pilgrim #2 and Millstone #3 ownership interests and to reduee its ownership inter-

: 90009194
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NOTES TO FINANCIAL STATEMENTS — Continued

(Information related to periods subsequent to December 31, 1978 is unaudited )




NOTES TO FINANCIAL STATEMENTS — Continued

(Information re'ated to periods subsequent to December 31, 1978 is unaudited)

December 31, 1978 December 31, 1977
Estimated Estimated
“l|rl-|:'l “';‘lul’vv
Historical ment Historical ment
(.ost Cost Cost Cost

(Thousands of Dollars)
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Nividend Restric tion

Modification of the GXR Indenture




LEGAL OPINIONS

EXPERTS




UNDERW RITING




No dealer, salesman or any other person has
been authorized to give any information or to
make any representations other than those con-
tained in this Prospectus and, if given or made
such information or representations must not be
relied upon as having been authorized by the
Company or the Underwriters. This Prospectus
does not constitute an offer to sell, or a solicita-
tion of an offer to buy, any of these securities by
any Underwriter in any jurisdiction to any per-
son to whom it is unlawful to make such offer or
solicitation in such jurisdiction. The delivery of
this Prospectus does not imply that the informa-
tion herein is correct as of any time subsequent
to its date,

TABLE OF CONTENTS

$30,000,000

*) Nul PUBLG SERVICE
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DF 79-187

Application for authovity to alior enisti

emergency circumstances.

Council, William Shaine, Esquire and Gerald lynch
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Action Program, Gerald Eaton, Esquire; fo

Services Administration, Captain Jefferszn M. Shaff
PP [
REPORT

On November 27, 1979, the Public Service

an electric utility company, filed an applicatien o

ing rates on account of emergency circumstances to
of revenues of 5.5% in the amount of $11,970,59. cor
base revenues computed in accordance with Tarifi Yo

fuel adjustment charge.

or in the alternative RSA 2378:27 or 29,

On November 29, 1979 the Commission issuved

providing for a public hearing on this application
1979 and for publicaticn of said norice. 7The notie
the hearings were nheld on December 11, 12, 13, and

The Company presentec testimon

and Chief Financial Officer of the Company, William

and the Head of the Public Utilities Department of

L el
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n

Company and Eugene W. Mevers, Vice Presiden
Hanover Square, New York, New York.

The Commission reguestec che testimony of
First National Bark of Boston and Philip H. Mclaugh

Bank of Boston.

The application is fileé pur
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The Legislative Vtiliry Consumers' Couneil ‘-eres

LUCC) presentes testimony of Professer J.
Cellege.

Varicus member

O

I. Position of the Pa

L |
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P
"
w

Compan

Lo

Public Service Company (neceinafter referred
PSNH) contends that without an increzse in the basic rates

be able to sell long term securities nor will it be able :
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o finansz its con-
struction or its day~-to-day cperaticns., 7This inadilisy to res: its criizations
is cited as confronting PSNH with immediate and substantizl finmansizl
d'.saster both as to the completion of Seatrook and the continuaticn of PSNH ae
a8 corporate entity.

PENH in its memorandum states that it has carried izs buréss
under both RSA J78:¢ (emergency) and RSA 378:27 and 29 (temperar Lne
Company cites the Commission's attention to Petiticn of Public Sazvize 87 XN.4.
549 (1951) and Concord Electric DR 74=i (1974) for suppors of its conzeacicn

L

that under either RSA 178:9 or 27, an inadbility to

b
s |
m
3
£
n

requirements is a sufficient ground

wm

PSHHE relies upon evidence subnitted in tai
preposition that it has made & good
The Company charges that the failure to reduce these cash
be laid at the Compani's cdoorstep given
to this proceeding.

The problems the Company faces are celineated in
(2) the need

as follows: to raise 5290 millien by



.

the term loan is up for renewal., (¢) access to i=e shiri=ser— zredis =ariz:
has been curtailed, (d) common stogk access is limitesd, (@) gemeral ani
refunding bonds are not a possipility at this sime, and [f) eniw li=iszss
amounts of preferred stock could be issued.

PSNH contends that alternatives to the surcharge are rot Sezsidle or
an adequate replacement for rate relief. The Ceompany iniicazes tha: rag.slezo
approvals wnich reduce PSHH ownersnip in Seabroox 3o 257 will not scive
the problem since 28% is the level that is manageable by the Cempany., Osher
alternatives such as shutiing down constructicen or altering fie eu~eduled
completion dates are also rejected by the Company as deing tolh tarinst the
public interest and of little value in solving inedequate cash Zflew. The
Company cecncludes that only through a surcharge cea these prsblems tegin to

be resolved.

PSNH takes exception tc the contentior that the recussted rate
relief is a departure from cost of service princisles. Supperting :this
position, the Company cites, that cost of service inc-udes not only
utility's cost of operation but also its cost of capital. That further, this
cost of capical is not to be determined sclely in terms of recurn ©n amounts

invested in plant actually in service.

The Company finds sclace and support fov ite sontentions 25 to cost
of service principles in LUCC wittiess Willianmson's testimeny. 17 Professer
Willianson finds a G.2 to 6.2% increase necessary undey & Derrsy consest ¢f

cost of service, the Company contends its 5.5 is clearly

Finally, the Company Contends that while 1t hes supbmitted & verigry
of proposed rate structures to the Commissieon, it Delieves iss origingl filis
to be the strongest. However, the Company will adccept the methcd tha

Commission finds appropriate.



B. Position of LUCC

number of arguments for the cenmsideration of th

The firss
are asscciated with
are, thus irrevelant to the establistmen: of

temporary, emergency or otherwise. LUCC

of rates and charges to be assessed by PSNE mav
the cost of construction work in progress;
charges be based upoen any costs associates with
construction work is not completed. To do
RSA 378:20-a.

The second argument advancecd
should be denied because it is unlikely thas:
an increase of 5,5% over their

curren: levels o

concerning rate relief requested by PSNH. This

that PSNH can not meet the burden of proofl nece

of any kind in light of the fact that they cann

their present level of revenues:. In this ccatex

that the Commission should not grant the Cexmpan
its dincome tax accounts.

The third contention of the LUZLC is
the requested increase will avert the crisis.

be an abuse of discreticn o
financing packiage designed to allow PSVE to gens

on schedule, &t its current level of cwnersiiz.

Cenerally, the LUCC alleges that the Compa

factual basis for the granting of emergenc: vat

were granted & bond should be regquired to prote

“r
"
o

argument is that the applizatio

the Company's uncompletes con

o

m

L

"t
o
CEN
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tions for the Commission to evaluste in érTiving &t @ cecissen in Inis pro-
ceeding. The first concern expresses by CaP is 27 the Cossission finmds thas
an emergency exists, the Commission snould not allow e Trate incresse without =
concomitant effor: by Public Sezvice Company, CAP wieds the scéis
personnel for jurposes of construction monitoring and the POSSi DAL EY of
incressed cividends to s&:Jcxholders as unreascnable if cenmsumers av:s ashed
to pay higher rates tc relieve an enmergency.

The seconc contention put forth by CAP is that Public Servise has

o
om
-t
2y
[
0.
(3}
b
o
.l
0
D

simply not carried its burden of proeof pursuant to RSA 27
CAP alleges that the emergency, if it exists, relates cirectlyv to fingneing
construction costs, generating cash for comstruction and preventing cdefaul:
on lending agreements for constructicn, Therefore, CAP contencs that this

expense of construction financing is directly prohid

t

d from beinz passed on

m

(TN

to the ratepayer by RSA 378:30-a.
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The third concern expressed by CA
first determine if there is a crisis of sufficient severity to werran: relief

anc then determine the extent of the relief. Pe:sition of Puriis Sevrvice

Companiy, 97 N.E. 549 (1951) - Blandin opiniocn. CAP alleges that eves if

there is an emergency, the emergency rate reques: will not cure the financial

difficulties faced by the Company. CAP alleges that there is & sipnificant
probability that meny of the Company's plans will not bear fruisien in 1630,
thus worsening the emergency. Among those cited tyv CAP are (=) Base 9% the
Vermont facilities; (2) the approval cof the divestiture by cother reguszior

rr
e 3
o®

bodies; (3) refusal of the various banks to provide assurances izt the
loans will be renewed or extended; (&) the nuclear fuel sgreesent vwill occur;

and (5) that & renegctiation of the unit sale of power frem M

be succassful,
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of thelr own. 1If these people arve faced t¢ sars wits & parsics of tha
limited resources, CAP? contencs that thers if no sssurcnce thas =-e .

will succees in
reguests,

CAP's fourth contention is thas
because of the failure
would be addressed.

CAP's finagl concern is that if the Cermission
other concerns an:t £inds an emergency, the rates

on a per kilowatt hour basis.

I1, Statutory Concerns

A. Temporary Rates
The Commission has in this procesding provide

public of an immediate rate increase reqguest., A

notice cf said hearing was properly publishec. The aceg

the awareness of the public concerning the

been clearly demonstrated by the number of people who have resented
Py : o

views both orally and in writing to the

& reasonadle return during
protected through the notice aad hearing
allevw for a bonc :0 secure repavment o :ha clstomers ¢
event that temporary rates prove ¢
permanent rate decisicn.

The Commission in Concord Electric o2

increase in rates where i: found that Concerc

matters before the Commiess

a L—i‘~o..’ we ¥
sdadty § TLZ
P
P - 2w
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1
permanent financing. Similar concerns were gupresses ip Fublie Sorvias
Cemcany D=R 6081 (1974). Therefore, 5v 2ast Commissics srefecest REA E SHET
is a mechanism whereby & utility can ¢bzain an incresse in Tases Proviced is i
H
| can demonstrate that access to the parmanent capital marsets Is Seing inflience:
by the inability of the utility to earn & ressonacle Tesutn. ;
|
B. Emergency Rates ;
RSA 378:9, the emergency rate statute, nas a.so besn Tecogrized '

\
|

i
w

& vehicle whereby a utility after demcnstrating & lack of avenues 2o the ‘
|
permanent Iinancing markets can receive an increase in rates, New Tneland |

9) Petizion of 2uklie Servics

(1

el

Telephone and Telegrash v. State 95 N.H. 58

Company 97 N.H. 549 (19851).

In both the New England Tel. decisicn and the Elancin cpinion in

Public Service the inability to finance generally, inadility to pay present

bank loans and/or issue common stock have beer recognized as sufficiest
&

grounds by the Supreme Court for the finding of an ereygency. The Neaisen

opinion in Public Service does not ciffer as to the rezcgriticr of whas i
factors result in 2 rate increase being granted prior to completion of a
g :

permanent rate order. Rather, the focus of the Kenison ecpinion is the

statutory mechanism. Since .hat decision, the Supreme Cour: has clearlw

stated that the Cemmission is not to substitute form over s.ubs=a=ce. LUCE :
- Ao -y . o 3 - . ) e 2 \ m A F oo DV & !
v, PSR 111 i I (1979}, Wnile the issue of for wersus sube
o

stance was 3 question of methodolegy in that proceeding, tre consiZerzcicne

hat decision are equally aprlicatle to the guestion ¢f wrizh

v

supporting
statute is appropricte.

The Commission does not believe that an emerzensy reques: sussuent

is set for public hearing. Commission policy is 0 alwaws Have & bhazring

. 1

90009211



Co., 10 PUR 4th 474 (1975),

interests of the ceasu- *S anc the utilisw,

nerefor tne Commission acdontesd =-e pogstion thar 2%is sroceeding
1s pursuant to RSA 378:9 and 378127 either ins: icually or in confuszsian

-+ Burcen of Frocs :
i

RSA 378:8 states that when any utilisy see:ns zha CBTEIiY oF Ane

order of the Cemmission to Charge and collec: rates in excess of e rates
s . - > . s - . |
presently being charged, the burden of PFOVING the necessi:zr of :-e ~ncrezse

is clearly on the uti LIIEY,

In an emergency rate relier situation, there is & Raavy Syrien

‘e

upon the utility seexing relief to allege and estadlish the existenze cof

circumstances which would warrent departure from the normal ratemak

rocess. Re Potomac Electric Pow er Co., 9 PUR 4zh 363 (19 73). Wnile the
m——— '

e — i L .

burden of establishing the need for rate reilef is alwvays usen s:ne
applicant in a rate proceeding, that burden bears more heavily upon :he

applicant in a request for extracrdirary relief, Ffe ATRaNsas Powar [ Tighs

Since the Commission does not have trhe benefit of & comd
independent analysis by its staff on the financial posture of the utilisy
the evidence submitted Oy &n applican: for erergancy rate relisf =mus:s clear
and cenvincingly demonstrate tha: a s: 8Lion guistes which warran

exercise of the Comrissicn's emergency pewers. Re Arthur atuas T,

0
O
(&)

i

Case No. 73-562-4 (1%873).

II11.Commission aAnalvsis

The testimony of Mr, Meyer of lidder Feebvody dis concise gnd oo
the point. This Company is forecloses fron réTmanent Iinaneing if zidizional

revenues are not f.rthcoming. I1f permaner: financing is nrsot EVELLREIE. ke

90009212
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cormercial bankers have no reassn 0 either renew Ar £xtend shors taoe

financial arrangements. If that occurs this pOmBany Wise B2z Ee abls
meet its dills which would effectively stop the construzeion of Seasre

-

Furthermcre, there is at least z strong liklinsced thas Public Service

Company itself would flcunder on the shoals of insclvens: ebsent rate relie?,

“ v's . % . 4 . 4 . - - o e - < - - - - -
Staff Exhibit #8 does show that this Cempany is ezraing z rate

of return in excess of that allowed by the Commission 4in the las: rate

decision DR 77-4%9. 1f the financial circumstances involviang this Company

had remained the same, Staff Exhibir /8 would presen: & significent bda
to rate relief. However, the circumstances involving tnis Cenpany hav
changed. First, at the time the Company was last before the Commissio
prime interest rate was below 10%; now 4t is at 15%%. Secensd, during

last proceeding the economy as a whole was on a relative upward swirg.

12

Today, all of us are in the throes of a recession. Third, be:sween the

filing by this Company and this emergency rate filinmg, an incident occcurrad

at the Three Mile Island Station. 1In the aftermacth ¢f this Zacident the

financial markets have reacted somewhat less positively than in the pa
While hopefully the events in Caracas this past week will bezin to swi
the pendulum in the opposite direction, certainly the incicden: did adé
to those utilities constructing nuclear plants.

Fourth, the stock marke: has rad & steady downrars eglile,

overall market condition, & sympteom of the recessicn &ns thre nigr interest

rates, has had a particularly chilling effect on stocks of utistities.

<

with major construction programs or heavy relisnce upon o2l wvere hi:z ¢

o
<
o
..‘
i

hardest. PSNE is in the unfortunate positicn of qualifyiag under beosn
Fifth, the Company has maintained and correctly, we be.iegve,

Seabrook is a valuable project.

900092135
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portions of Seadrock and then hacked off sroviced

that neither the Cempany or this Commissisn 2.l
factor to which inveszors and Sanxers resosas.
perceived as having to be wary of its fellew =re
too causes risx.

dr., Mever's indication that he believ:

utility with the greatest risk may se true. How
correctness of our statement in DR 79«10
both the overall rzte of return aad tne return ©
our findings in DR 77-49., LUCC witness Willia=s
darrison all maintained that the cost of common
than 14%. Certainly the 15.3% at this point in

Applying the facts in this proceeding
the Supreme Court, it is clear that the Company

assistance. As in Petition of Public Service, (

Company is again faced with an inability to seil

As in 1951, Pudlic Service Company

is not completaed in 1980, raise extraordinary an
¥

Py

This factor was ancther one relied upon b¥ the Sup

an emergency existed in 1931. 97 N.H. at page 3

.

1951 a loan is coming due that nust be renewed o

Lo}

construction and to pay for further expansion ¢

N e .

The evidence ¢f LUCC witness Williamss

s
w
‘]
W
< |
m
=
o
=
w©
rr
o
"t
)
b
e
m
e
e
wm
L]
3
w

lezst eome form of

"
't
L]
n
n
be: 3
=
n
o
[
P
o
w
L
(2]
n
L
o
&
b |
n

Williamson did not ac

what relief if any was needed. His recommendati

permanent increase does not differ markedly frem

takes today.
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investigation Into what is cccuring in other ‘urisdicticne,

gonciuce that
the most expeditious fashion possible. 1If the neé no:
pecple such as :the Massachusetts intervences thers

that the action taken today might not have Sesr necesssz

18

Upon a review of all the evidence in this »ro

that PSNH has susteined its heavy burden and that our &

(8

vy

s
(3]

tests set forth by the New Hampshire Susreme Court. Obei

cannot address all the concerns raised by egch parey te
However, the full investigation in si:ua:iéﬁs such as ¢’
hearings on the permanent increase. The $11
D. Bond.
The Commissien pursuant to RSA 378:20 will res

posted.

IV. Allegaticons Concerning CWIP and RSA 378:30a

Parties to the proceeding have se: forth the

Company's request is ncthing more than CWIP by another

some of these parties contend that RSA 378

txr

project under construction. ecause these parcies heve

positions, the Commission finds it necessary

or

O
v
-
o
<
-
(3
n

970,00 revenve recues:t is aporoved,

302 precludes zny rer

If RSA 378:30-a was not in existence, the Comagny swould

to a rate base nearly Jouble the rate S2se submitied ia

Assuming the same 147 r

14
o
*
-
]

be entitled to approximately 583,706,267 of additional

This compares to the approximate $11,970,000 praftec by

@

{ Y mrsm » 7%
urn on equity allowes in DR 77=i¢

the approximately $18,300,000 asked in the mer—znent ra‘e
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| Clearly neither this Cemmissio- nor PSNHE i3 sicestenaing the effent o:

3]

$
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1 30+-a,
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R=2 E + (Vad)r

\ = Dverall revenues required

m
"

"
v
RS
o
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V. = Rate Base
¢ = Depreciation

r = Overall return -

Under either the CWI? or no CWIP scerario, expenses and gepr
can be assumed to be treated in the same fashicn. Consequenzly, the d
are rate base and return. Obviously, many of the concerns of thz 15.1%

this early stage of the proceeding would not

o
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3 |
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without RSA 378:30 (a). The differences, if any, on returs on gauiey
.\ proper subject for experts. Debt costs and preferred s:tock coscs thas
been the subject of hearings by this Commission would no: be adiressed

the calidber of witnesses such as Harrison 2nsd Williamson, since zhes

mw

portions of the rate of return are rarely, if ever, in gigoute.

This leaves a rate base uncer CWIP pased rates on & hew “Ema
jurisdictional tasis of $64B,522,763 as upposed to the requesisl nsn
rate base (on & jurisdictional basis) of §325,712,740,

As to the suggestion that RSA 378:30-a is desizned o glesin

, consideration of construction from all elements of Tt EEiny , -2

"w
LY
® ]

| return, and rate base is untenable.

! The bill reads as follows:

r

w
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Emergency Measures - PSMNH

~ e
\-.A-.. AND

rates because of an emergency resulting from lack of cagh flew then it is

r and reas

[
O

enly fa nable to require similar sacrifices by the ustili:v an
its stockholders. Both ask for a curtailmen: in expenses &nd oA ras
particular concerns about a possible dividend increase.

Both of these parties want the Commissicn %o evaluate &=

"W
m

of the Company and it is suggested that the Co-mission impose either & fla:

percentage reduction to expenses or in the alternative disallow certain

et

expenditures such as the expenditure associated with the Eleciric

pwey
Research Institute.

The questions raised by CAP and LUCC relate to the methcds and

practices of the utility and its management. These are legitmate inguires

3

that must be considered before reaching a decision in the per=anern

e
|
[
ot
m

request. However, the Supreme Court has clearly indicates thas engrgency
relief does not depend upon the answers to these questions but uson the

needs of the company..." New Engzlang

95 N.H. 58, 62 (l1943).

While there is no statutory or case .aw whish recuires 2 limitaci
on expense, the question of increased dividends may well have been 2édressed
in part by the New Hampshire Supreme Court in the New Zngland Tele--cng ard
ielegrach Co. cecision. In that decisicn, the Zourt feund thet & -~reper
return for common equity was reguired to pe found before establis-ir:
permenent trates. The court then stated the following!

"Until such permanent vates czn be estadblisne?,
stockholders must expec: to snare the burcern

of abnormal tosts without transfesring the whols
to the publie under the guise of emergency relie?

95 N.R, &t p. 63,

90009218
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However,

T ; . X ;
Comnission lacks the BULROTILY T0 dictate the gividand TELICY o this
r . - [ - - - = b '-- - - .
wompany or ary other cempan ITENSTTIips &=l i) & Company and ics

. Y I B ; g . A
investmen: bankers aus: G8Lice what 15 necessary for the commen &ns pree

Rate Tesien
“

)| ey & oAy < - - SWhy @ S - T T I
fecause ol the expedited nature 0f both temporary ané emerYgency

Proceecings, rates aust se established wishout :in depth allocatizas of

- — — . —

il
"

costs. The allocations chosen by

ceedings deo not necessarily cont

land Telephone and Telegragh £o. v, State 95

Consequently, parties to
cost allocations made by

permanent rate request.

The Commission, in adopting the

the Company is faced witr substa

"

plexity. VYesterday's sclutions a

unit is being bulit with a cost ma
existing investment, (2) the fuel

because of inflationary and nation
the fuel

: .
type that is

national policy.

nuclear facility at Seabreok. Sec

investigaticn into the feasibilitw

the Commis

.L

e

ay

typ

.

a1
Y

the proceeding have

&

ne

presently being

"
s
o

rol when fixing

the Commission in hea

increz
porblenms
t always

times the

interest

used, and

e
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the right to
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prodle=s

(3)

nin o

Ling o1l

cmmaission

be held con

level souzh:

sinz com=

-

the Company'

is more desirable

5
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ccal. Third, the Commissicn has, througr its decision on rates For e=z12
energy producers, attempted to increase substantially the azdunt ¢f vdro=
pewer in the State and possibly meke it more likely tha: other E_ternate
energy forms will also increase. 1In addition, the Commission hzs launched

an investigaticn into whether or not the Commissicn should reouir: greacer

amounte oI

=
o
0
"t
L8 ]
Al
Ty
O

wer generation on the Connecticul River tc be use: within
the State.

Today, the Commission adds a fourtn preng; namely, %o méne the rate
structure mere conservation oriented a: leas: until either the other fuel
types begin to have a greater percentage of PSNHY's mix or until she oil crisis
lessens in impact.

At the present time any increased usage by zny consume:r <inm this State

-

will be satisfied by a greater use of cil fired generating staticns

will be especially true if the NRC carries through on i:s oréer to begin

closing some of New England's nuclear plants for safety checks and for

safety related equipment additions. Consequently, the initial raze s:ructure

submitted by the Company will not be accepted for purposes of this proceeding.
Instead, the Commission will allow the following increases to the

following customer classes and service charges. It shouléd be notec

the full §11,970,591 is being allowed but because cf the $1.32 fuel gajustment

charge as opposed to the test year average fuel adjusiment charge of 51,33

the overall percentage is lower. (4.98%). The Commission will ssread the

emergency surcharge as shown on the at:ieched report of proposed reie changes.

-
o
>
o
.
e

The proposed chenge is to be placed on & per ki

customer class of service. The Conpany will use the amount of kilsszss mours

for each class of service that it used in the czlculations it sut=it+ed t¢
the Commission, The Commission will make two deviations from this overall

rule. The contreled water heating subclass for the generszi service rzze &



: ! will not have any increase appli:d to

B Litacie s )
at® RLaOWgtt abel

Tevenue 15 to de Tecovered on a per rilowati nour tasis fve
customess. Ihe second deviazisn Ls that no insrease will b
' high-pressure sodium outdoor lights. Again, this small z
;! be recovered from cther ML customers ¢n & per wi.owat: hour
|
| will issue accordingly. g5 pe effective as of Decezber 28

Concurring:

December 21, 1979

j Francis J. Riordan , Commissioner

Malcolm J. Stevenson , Commissioners
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Di. 78=1E7
PUBLIC SZRVICT CHRANY OF NEW RAMPEHIRE

-.00..

TLEVERIH SERPLENENIAL ORDER KO 19

Tn ceonsideration of a report issued Dezember 21, 1978, which ie

mé2e 3 var: heseof; it is

1

ORDERED, that the Fublic Service Company of lhew dazpshire be, anc

f

neredby ic, allowed emergency raie relief im the amount of $§11,970,3%i, ro
recome effective with all billings issued on or after Dece=bar 28, 1979 ané
to continue until permanent rates are orgered under this Zoikel; ans 1t 1S

FURTHAER DAUEIAZD, that said revensue be gained by increasing service
charges and arplying & surcharge to each ailovatt-~hour of esergy sold, wiln
the enceptions noted withio the report; and it is

FUFTnok ORUIRED, tnat surcharges for each class dbe zalculated

R e S " P | progngey ¢ Pa= 1" = - - 1 55 P
sstorsing o the Repcrt of Proposed Rate Change attached to the aforementiovmec
- - - ' - g
L R g 8:. o{ o 3

FUKIHER OFDZFED. tnat the resulting rates be cocu=antes oy I{iling

Susclement wo. / to the Puslic Service Cozzanmy of lew hamps.ire's variff

ctice be g.ven according wo variffs
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. £aid nolice to suzm=arvrize Sugplement Lo. 7.

4T 4 o N - =
Filirng Bule &1

dy orvder of the Public Utilities Commicsicn af Wew Hazashire thic

twenstv-sixth day ol December, 1%9789. -
p /..
o -':-./ i ‘__-0“/’."'.’~-A"'
iacsrnt J, Iaceopiae
txecutive Dirsctor and Secratary

3 <t
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