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Carolina Power & Light Company

May 14, 1975

Mr. Benard C. Rusche, Director
Office of Nuclear Reactor Regulation

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

Hag

TEy00d ASOLVIODE

RE: DOCKET NOS. 50-400, 50-401, 50-402 AND 50~-403

Dear Mr. Rusche:

Enclosed as Attachment A are the responses to the requests for
additional financial information of Mr. Walter R. Butler, dated April 8,
1975. Although this material was generated prior to the May 5, 1975

announcement concerning revisions to the CP&L construction program, the
provided information is not dinconsistent with the new schedule.

»

This information will be incorxporated into the Shearon Harris
Nuclear Power Plant Application at a later date.

Yours very truly,

vy
-

J. A. Jonés
Executive Vice President
Engineering, Construction & Operation
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J. L. Lancaster T
¢+ < Secretary
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Sworn to and subscribed before me this 1l4th day of

“
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Attachment A

Answers to Mr. Walter R. Butler's
Letter of April 8, 1975



Question 1

Provide a copy of the 1974 Annual Report to Shareholders.
Response

The 1974 Annual Report is included as Exhibit A.

Question 2

Provide a copy of the prospectus prepared in connection with the April 1975
bond offering, together with the net earnings certificate for this issue.

Response

The prospectus for the Abril 1975 bond offering is included as Exhibit B. The
net earnings certificate for this issue is included as Exhibit B-l.

" Question 3

Provide a copy of the mortgage bond indenture.

Response

The NRC Staff has been provided with three copies of the three-volume Mortgage
and Deed of Trust with Supplemental Indentures One-Twenty. These are denoted
Exhibits C-1, C-2, and C-~3. One copy of Exhibits C-1, C-2, and C-3 has been

provided to Mr. Thomas S. Erwin, P. 0. Box 928, 115 West Morgan Street, Raleigh,

‘North Carolina 27602.

\

Question 4
Provide a copy of that portion of the Corporate Charter which explains the pre~
ferred stock coverage requirements. ~

Response

The following excerpt is taken from pagesw9 and 10 of the CP&L Corporate Charter.

. \
""(18) So long as any shares of the Preferred Stocks are out-
standing, the Company shall not, without the consent (given by vote
at a meeting held pursuant to notice containing a statement of such
purpose) of the holders of a majority of the total number of shares
of the Preferred Stocks considered as one class, then outstanding:

(a) Increase'the total authorized amount of any class of

the Preferred Stocks; or "

(b) Merge or consolidate with or into any other corporation
or corporations, unless such merger or consolidation, or the
exchange, issuance or assumption of all securities to be 1lssued
or assumed in connection with any such merger or consolidation,



shall have been ordered, approved or permitted by the Securities
and Exchange Commission under the provisions of the Public

Utility Holding Company Act of 1935 or by any successor commission
or other regulatory authority of the United States of America
having jurisdiction over the exchange, issuance or assumption of
securities in connection with such merger similar to that conferred
upon the Securities and Exchange Commission by such Act; provided
that the provisions of this clause (b) shall not apply to a pur-
chase or other acquisition by the Company of franchises or assets
of another corporation in any manner which does not involve a
merger or consolidation; or

(c) Issue shares of any of the Preferred Stocks or of any
other class of stock ranking prior to or on a parity with any of
the Preferred Stocks as to dividends or distributions, unless
the net income of the Company, determined after provisions for
depreciation and all taxes, and in accordance with generally
accepted accounting practices to be available for the payment of
dividends for a period of twelve (12) consecutive calendar months
within the fifteen (15) calendar months immediately preceding
the issuance, sale or disposition of such stock, is at least
equal to twice the annual dividend requirements on all outstanding
shares of the Preferred Stocks and of all other classes of stock
ranking prior to, or on a parity with, any of the Preferred Stocks
as to dividends or distributions, including the shares proposed to
be issued, and unless the gross income of the Company for said
period, determined in accordance with generally accepted accounting
practices (but in any event after deducting the amount for said
period charged by the Company on its books to depreciation expense
and all taxes) to be available for the payment of interest, shall
have been at least one and one-half times the sum of (i) the
annual interest charges on all interest bearing indebtedness of
the Company and (ii) the annual dividend requirements on all out-
standing shares of the Preferred Stocks and of all other classes
of stock ranking prior to, or on a parity with the Preferred
Stocks as to dividends or distributions, including the shares
proposed to be issued. There shall be excluded from the foregoing
computation, interest charges on all indebtedness and dividends
on all stock which is to be retired in connection with the issue
of such additional shares of stock. Where such additional shares
of stock are to be issued in connection with the acquisition
of new property, the net earnings of the property to be so ,
acquired may.be included on a.pro forma basis in the foregoing
computation, computed on the same basis as the net earnings of
the Company; or - ' i

(d) Issue shares of thé.Préferred Stocks, or.of any other
class of stock ranking prior to'or on a parity with any of the
Preferred Stocks as to the payment of dividends or the distri-
bution of assets, unless the aggregate of the capital of the
Company applicable to the Common Stock and the surplus of the 1
Company shall be not less than the aggregate stated value of ‘
the Preferred Stocks, and of any other class of stock ranking |
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prior to or on a parity with any of the Preferred Stocks as to

the payment of dividends or the distribution of assets, to be

outstanding immediately after the proposed issue of such

additional Preferred Stocks, excluding from the foregoing

computation all indebtedness and stock which are to be retired

4in connection with the issue of such additional shares of

Preferred Stocks, or of any other class of stock ranking prior |
to or on a parity with any of the Preferred Stocks as to the |
. payment of dividends or the distribution of assets, provided |
that no portion of the surplus of the Company which shall be

used to meet the requirements of this paragraph (d) shall,

after the issue of such additional shares of Preferred Stocks,

or of any other class of stock ranking prior to or on a parity

with any of the Preferred Stocks as to the payment of dividends

or the distribution of assets, and until such.shares or a like

number .of other shares of Preferred Stocks, or of any other

class of stock ranking prior to or on a parity with any of

the Preferred Stocks as to the payment of dividends or the

distribution of assets, shall have been retired, be available

for dividends or other distribution upon the Common Stock."

Question 5

Provide a detailed explanation of all restrictions or constraints on the
issuance of long or short-term debt, preferred stock, preference stock and
common stock.

Response

First Mortgage Bonds:

In order to sell bonds the earnings requirements as spelled out in the
Bond Indenture must be met. The earnings requirements are that net earnings
available for bond interest must be two times the annual interest requirements
on all bonds outstanding, plus any proposed issue, or as an alternate 107 of
all bonds, outstanding including proposed issue does not exceed the amount of
the net earnings available for bond interest.

Short-Term Debg:

The limit on total short-term debt that may be outstanding at any one time
is $200 million, as set by the Company's Board of Directors. The guideline
limitation on commercial paper set by the Securities and Exchange Commission
is not more than an amount equal to 257 of the gross revenues for the latest
12-month period. .There are no indenture restrictions on short-term loans.

Preferred Stock:

In order to sell preferred stock the charter requirements must be met.
One of the requirements is that net earnings must be at least one and one-half
times the annual interest on all interest bearing securities and preferred
dividends.
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There are no indenture or charter restrictions on the sale of
preference or common stock. The sale of all securities, in addition to
the restrictions above, are governed by market conditions.

Question 6

Provide an income statement for each month of calendar year 1975 covering the
preceding twelve-month period, together with regular quarterly reports to
shareholders. (Provide the information available at the time of responding
to this request and periodically update until completion of the hearing.)

Response

The income statement for the requested period is found on page 5. The
regular quarterly report, dated March 31, 1975, is included as Exhibit D.

Question 7

Provide a projected income statement for each of the years over the 1975-1984
period demonstrating how the net income figures on page 4D of the Application
(Amendment 40) were arrived at. State the assumptions used in preparing the
projections, such as an 8% annual increase in KWH sales and annual rate in-
creases averaging 6% (as mentioned in the responses to Questions 2 and 3 of
Amendment 40).

Response

See Projected 1Income Statement for the Years 1975-1984 on page 6.

Question 8

Provide a reconciliation of the figures for construction expenditures shown on
page 4D of the Application for the subject nuclear plant over the 1975-1984
period and those shown on page 5 of the Application for the estimated total

cost by year of the four units over the same period. (The difference appears

to be greater than the allowance for funds used during construction attributable
to the subject nuclear plant.)

Response

The differences in the costs shown on page 4D and page 5 of the Application
for the subject plant is allowance for funds used during construction.

Question 9

Indicate the disposition of the North Carolina Utilities Commission's order
of February 3, 1975 limiting residential fuel adjustments to a seventy-five
percent recovery level.

Response

The reduction in the fuel adjustment clause limiting recovery to 75% of in-
creased fossil fuel cost to residential customers expired April 1, 1975, as
indicated by the Order. By Order dated April 2, 1975, the North Carolina
Utilities Commission approved all fuel clause revenues collected as of that
date. The Company is now recovering the full increase without any reduction
to any class of customer.
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CAROLINA POWER & LIGHT COMPANY

Income Statement

ONRC Request No. 6

(Thousands of $)

12 Months Ended

01-31-75

Operating Revenues 487,128

Operating Expenses:
Fuel 249,857

Deferred Fossil Fuel Cost (32,276)
Purchased Power 14,959
Other Operating Costs 47,278
Maintenance 28,876
Depreciation 36,114
Taxes:
Federal Income (7,187)
State Income 1,687
Deferred Taxes -~ Net 31,043
Invest, Tax Cr. Adj. - Net (6,234)
Taxes Other Than Income ' ' 42,283
Total 406,400
Operating Income . 80,728
Other Income:
Allowance for Funds Used
During Construction 55,476
Taxes-Other Income & Deductions - Cr. 16,683
Other Income (Deductions) - Net 786
Total 72,945
Income Before Interest Charges 153,673
Interest Charges:
Interest on Long-Term Debt 71,158
Other Interest Charges 7,560
Total 78,718
Net Income 742955

02-28-~75

511,745

257,141
(21,534)
15,066
48,154
29,092
36,683

(1,861)
1,750
26,926

. (6,226)

W« _43,760

‘428,951

82,79

56,879
17,241
782

74,902

157,696

72,644
7,829
80,473

77,223

03-31-75

528,634

264 ,643
(16, 647)
14,865
48,434
28,610
37,252

(5,160)
1,965
25,618

(415)
44,626
443,791

_84,843

58,009
17,786
823

76,618 |

161,461

74,119

8,149
82,268

79,193






(Millions of $)

Revenues
0 & M Expenses
Depreciation
Taxes
Total Operating Expenses
Operating Income
Other Income
Income Before Interest Charges

Interest Expense

Net Income

CAROLINA POWER & LIGHT COMPANY

Projected Income Statement

Years 1975 - 1984

NRC

Request No., 7

1975 1976 1977 1978 1979 : 1980 1981 1982 1983 1984
645 756 855 902 952 1,004 -1,096 1,292 1,384 1,527
413 430 449 472 498 530 . 568 613 667 725

50 63 67 73 83 . ,X9% 113 137 159 182
72 114 149 155 158 159 168 222 219 230
535z 607 665 700 739 783 849 972 1,045 1,127
110 149 190 202 213 221 247 320 339 400
61 51 73 95 119 14é : 143 150 169 175
171 200 263 297 332 3697 390 470 508 575
89 100 115 129 149 169 190 217 246 270
82 100 148 168 183 200  .5200 253 262 305

NOTE: This forecast is based on KWH sales increase of approximately 8% annually
for the period 1975 - 1984, and also rate increases of approximately 75%

(Rate increase

estimated at: 1976 - 30%, 1981 - 10%, 1982 - 10%, 1983 - 12%.)

are estimated to be needed during this time period.
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