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DIVIDENDS PER

COMMON SHARE AN PER

COMMON SHARE

HIGHLIGHTS 1980 1979 Change

Financial (dollars in thousands)

Revenues $ 90,735 $ 78.185 +16.1
Net Income $ 8,902 $ 9,767 - 8.9
Net Income for Common Stock $ 6,804 § 7.995 -149
Construction Expenditures $ 15,573 $ 13.065 +19.2
Net (Jtility Plant $139,144 $124.930 + 11
Total Capitalizatior $169,433 $152,466 +11.1
Average Shares of Common Stock Qutstanding ' 972,066 2.921,527 + 1.7
Debt/Percent of Total Capitalizatior 44.7% 44 37 + 0.9
Retur n Common Equity {(Average) 10.4% 12.8% 18.7

L
Per Share of Common Sto. ..
Net Income $ 2.29 $ 2.74 ~-16.4
Dividends P $ 1.86 $ 1.69 +10.1
Book Value (Year-End) §22.12 $21.84 + 1.3

Operatin
| Electric Sales (MWH) 1,746,246 1,677,739 +

ystem Peak Demand (KW) 364,800 372,500
ystem Load Factor 62.9% 58.8% + 7.0
gree Days {(Rutland. Vermont) 7, 6,890 +12.9
1StOMmers 111.720 109,980 + 1.6
577 0.5
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Year in Review

Revenues and Sales

The pattern of sales growth during 1980 was uneven.
Kilowatt-hour sales to retail customers increased by only 1.9
percent during the first nine months. However, sales increased
by 10.3 percent during the last quarter, resulting in an annual
growth of 4.1 percent. Sales to our wholesale customers
increased by 19.1 percent. Sales were influenced by some of
the coldest weather of the century in the last quarter in
contrast to the prior year's unseasonably warm weather during
the same period.

Even though the Company has discouraged the use of
resistance and uncontrolied electric heat through rate design,
electric use is sensitive to periods of intense cold weather.
Degree days for 1980 were approximately 13 percent greater
than the previous year, and during the last quarter, degree
days were 35 percent more than the corresponding 1979
period. As our custcmers attempt to cope with increasing

energy costs and inflation in general, many are experimenting *

with difierent methods of heating. For example, over 10
percent of the Company's residential customers have
purchased some form of pcrtable heating devices, such a<
quartz heaters, during the pasi twelve months. Many of these
devices are used to supplement oil heating. We estimate that
25 percent of our customers ar’ ~urrently burning wood as a
primary heating source with a greater number supplementing
their oil or electric heat with wood.

Economic activity in Vermont expanded in 1980 despite
the national economic slowdown. (See the Economic
Development section.) As a result of the economic activity
and population growth, the number of residential customers

increased in 1980 by 2 percent and their kilowatt-hour usage ‘

rose by 4.2 percent. Commercial and industrial customers
increased their usage by 3.5 percent and 4.5 percent,

respectively, Taking into account the abnormally cold weather B

in 1980 and allowing for national economic trends, slower
growth is forecast for 1981.

The Company is engaged in a number of efforts to review |

the prospects for the future demand of electricity. These
etforts are aimed at identitying and measuring the many
factors that affect the demand for electric energy. including
rapidly changing relative costs of energy sources, particularly
oil: the effect of customers’ attempts to maintain living
standards by making spending changes; and the effect of
future giowth in the Vermont economy. The Company is
following the development of alternate energy sources by our
customers. The Company’s long-range forecast predicts an
annual growth in energy sales of 2.4 percent, and a growth in
capacity requirements of 2.1 percent. If these pradictions are
realized, the result will be a continuation of the trend over the
past ten years of an improving load factor. Load factor is a
measure of the use of the Company’s facilities comparing
peak use to total use

Earnings and Return to Investors

Earnings per common share in 1980 amounted to $2.29
per share compared to $2.74 in 1979. With three rate
requests pending in Vermont, we anticipate improved earnings
in 1w81l.

THE 1980 INCOME DOLLAR
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As noted in the Letter to Shareholders, the goal of the
Company is to regularly increase the dividend level in order to
competitively compensate the equity owners of the Company
in line with this policy, the Company's dividend rate was
.ncreased in the fourth qu srter from 46 cents per common
share to 48 cents per share or $1.92 cn an annual basis.

The return on .ommon equity for the past five years is
shown on this page. During this time, the Company has
maintained a return on equity above the industry average.

Rate Case Activity

The Company continuously monitors its rate of return in
each regulatory jurisdiction — Vermont, New Hampshire anu
the Federal Energy R=gulatory Commission. Qur policy is to
file for rate relief as soon as practicable whenever results show
an inadequate retu/n on common equity.

The Company filed six rate requests during 1980, as
shown on the chart on the succeeding page which summarizes
rate activity during the last decade. Three of these rate filings
were concluded successfully during the year with rates put
into effect at the requested dates.

The resale rate case filed with the Federal Energy

IETURN ON . Regulatory Commission and applicable to the Company's
COMMON EQUITY L8 wholesale customers resulted in a negotiated settlement and

Percent - implementation of a $786,000 increase without the usual

- seven month suspension period. The New Hamj shire Public

) ’ Utilities Commission immediately allowed an increase in \ne

1K portion of the rate request applicable to the Company's
wholly-owned subsidiar , Connecticut Va'lev Electric Company
Inc. Two aaditional increases related to Connecticut Valley
became effecuve on June 1, 1980 and January 1, 1981,
These resulted in additional annual revenues of $206,000.

Three Verment retail requests remain ~utstanding. The
first two rate cases reflected increases in purchased power
costs representing annual revenues of $7.8 million. The third
Vermont retail case filed in late November to becoine effective
January 1, 1981 is the largest single filing the Company has
made and addresses a broad spectrum of issues.

Among the many issues of importance in this case is a
request for a return on common equity of 18.2 percent which
the Company maintains is required to attract equity capital
under current economic conditions. With regard to the quality
of earnings, the Company has requested that a portion of its
joint ownership units be incluaed in the rate base in order to
reduce the ratio of Ailowance for Funds Used During
Construction (AFUDC) to net income. The Company has also
requested a shift to the normalized tax treatment of
accelerated depreciation to improve the Company’s cash flow
A restructured purchased power clause which will allow for the
timely collection of costs has been reintroduced to replace the
fuel clause that was discontinued in 1978. The clause
preposes safeguards, inciuding monthly reviews by a
representative of the public, in order to allay any fears that
the clause might be misused.

The Company has continued its leadership in rate design
in the areas of seasonal pricing and time-of-day rates. (See
Load Management Update.)

Parcant Retum
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Regulatory Reorganization in Vermont

During the 1980 Vermont legislative session, the Public
Service Board was reorganized. The new structure separated
the regulatory function from the administrative function
effective February 1, 1981. The new Administrative
Department, which is called the Department of Public Service
will serve as the public agency for planning the State's total
energy requirements and includes Divisions of Public
Advocacy, Engineering, Economics and Consumer Affairs
which will represent consumers in rate proceedings. The
Public Service Board will continue tc be responsible for setting
rates for regulated services of all types. The Public Service
Board is comprised of three members appointed by the
Governor. The members of the Board and their terms of
appointment are as follows

Chairman*
Rosalyn Hunneman, Educator; Guilford; Term Expires
1983
Samuel Bloomberg, Lawyer: Burlington; Term Expires
1985
Central Vermont Public Service Corperation * The Chairmanship is presently vacant
Rate Increases (Dollars in Thousands)
Requested v Approved
Filed Amount Percent Effective* Amount Percent
VERMONT
#3444 8/3/70 $ 4,054 19.3% 9/3/70 $2.554 11.8%
#3502 6/15/71 4,500 18.2% 715172 3,138 12.7%
#3678 1/19/73 Variable (1) 711773 Variable (1)
#3744 (interim)  8/24/73 6,203 18.9% 12/1/73 w0 2/1/74 4,100 125%
#3744 12/31/73 10,599 (2) 31.5% 2/1/74 5434 158%
11/1/74 (3) 1.351 3.0%
#3991 6/3/75 6613 15.0% /3775 6613 10.5%
A0 gj:g,’;;} 9.882 18.7% 6/18/77 6.347 11.96%
- 11/30/79 5,281 8.2% 1/1/80 5,281 82%
#4460 3/21/80 4,328 6.23%
#4496 9/4/80 3.450 46%
#4504 11/26/80 18,031 228%
NEW HAMPSHIRE
IR-14,205 3/4/74 257 9.1% 4/14/74 257 9.1%
DR-74.238 12/24/74 877 28.3% 41775 877 28.3%
DR-76-95 711176 927 22.5% 9/1/76 927 225%
DR.76-187 12722176 3¢ 6.8% 311777 344 - 6.8%
DR-78-72 5/8/78 272 5.0% 9/26/78 272 5.0%
DR-80-92 4/14/80 219 3.7% 6/2/80 163 P
1/1/81 (3) : 44 %
DR-80-178 8/7/80 514 7.5% 9/30/80 514 7.5%
FEDERAL ENERGY REGULATORY COMMISSION (FERC)
E-7685 11729771 751 32.9% 6728172
£.7798 111772 278 83% 6/1/73 } e e
E-9040 927774 1.947 60.0% 1/6/75 1,823 56.0%
ER76-533 317176 952 19.0% 9/1/76 842 10.8%
ER80-422 5/30/80 931 13.4% 8/2/80 786 11.3% ‘
{1) Purchase: Power and Fuel Adjustment Clause and Successive Clauses Terminated December 1978

(2) Including Intennm Request  (3) Update  (4) FERC Dockets Consolidated

* Effective date reflects recoupment wherever applicable
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Economic Developments
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preceding 12 months and (2) has been subject to such filing
requirements for the past 90 days: Yes X No

State the aggregate market value or the voting stock
held by non affiliates of the registrant: $42,236,082,
based upon average bid and asked prices of Common Stock, $6
Pdr Value, as of February 27, 1981.

Indicate the number of shares outstanding of each of the
registrant's classes of common stock: As of February 27,
1981, there were outstanding 3,016,863 shares of Common
Stock, $6 Par Value.

DOCUMENTS INCORPORATED BY REFERENCE

The following documents, or indicated portions thereof,
have been incorporated herein by reference:

(1) Specifically identified information on
pages 18 through 29, inclusive, and page 32 of
the registrant's Annual Report to Stockholders
for the fiscal year ended December 31, 1980 is
incorporated by reference as Part Il hereof.

(2) Specifically identified information on
pages 2, 3 and 4 of the registrant's
definitive proxy material for its annual
meeting of stockholders to be held on May 5,
1981.

-~

(Cover page 2 of 2 pages)
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interest together with energy purchased pursuant to firm
power contracts are anticipated to be sufficient to meet the
Company's projected customer demand for energy through 1985.
The Company's long-term compound growth rate is forecasted
to be approximately 2.4% of KWH sales. Any significant
further delay in the commencement of commercial operation of
planned nuclear units or failure to obtain extension of the
Power Authority of the State of New York ("PASNY")
agreements which expire in 1985 could require the Company to
develop other power sources at a cost which is unknown but
which could be significantly increased. Because the
generation and transmission systems of the Company and the
other major New England utilities are operated through the
New England Power Pool {"NEPOOL") as if they were a single
system, the ability of the Company to meet its load is
related to the ability of all the New England utilities to
meet all of the New England load.

Existing Nuclear Units.

The Company is a stockho.der, together with other New
England electric utilities, in four nuclear generating
companies which have plants currently in commercial
operation:

Net Company's
Company Capability Entitlement
Vermont Yankee... ...... 528 MW 35.0%--184.8 MW(1)
Maine Yankee........... 830 MW 2.0%=- 16.6 MW(2)
Connecticut Yankee..... 580 MW 2.0%==- 11.6 MW
Yankee Rowe............ 176 MW 3.5%~=- 6.2 MW

(1) 24.8 MW of the Company's entitlement has been
sold by the Company ti.rough Velco to other
Vermont utlities.

(2) 1.7 MW of the Company's entitlement has been
sold by the Company to certain municipal
utilities 1n Massachusetts.

The Company is entitled to its entitlement percentage of the
power output of each of these companies. The Company is
similarly obligated to pay such percentage of the operating
expenses, including depreciation, and a return on invested
capital whether or not the plant is operating. The Company
is obligated to provide its entitlement percentage of the
capital requirements of Vermont Yankee and Maine Yankee and
has a similar, but limited, obligation to Connecticut
Yankee.

The Federal Price-Anderson Act provides, among other
things, that the maximum liability for damages resulting



from a nuclear incident would be $560 million, to be
provided by private insurance and governmental sources.
Under amendments to that Act, owners of operating nuclear
facilities may be assessed a retrospective premium of up to
$5 million for each reactor owned in the event of any one
nuclear incident occurring at any reactor in the United
States, with a maximum assessment of $10 million per year
per reactor owned. The Company s 1interests in the above
nuclear power units are such that it could become liable for
a maximum assessment of $4,250,000 for any year.

Events at Three Mile Island Nuclear Unit No. 2 in
Pennsylvania ("TMI"} have prompted a rigorcus reexamination
of safety related equipment and operating procedures in all
nuclear facilities. New regulatory requirements involving
both physical and proceaural changes have been and are being
promulgated, with which all nuclear facilities will have to
comply. Until the scope of these improvements, as they
apply to particular reactors, and the time schedules for
compliance have been defined, neither the cost of any
modifications and their effect, if any, on the operations of
particular units in which the Company has an interest, nor
the impact, if any, upon the construction schedules and
costs of units under constiuction in which the Company has
an interest, can be determined.

Vermont Yankee. As a result of problems encountered 1in
the original nuclear reactor fuel, Vermont Yankee limited
the power output of its plant throughout most of the first
two years of its operation. Since 1976, plant performance
has been as indicated i1 .he following table:

Availability Capacity

Factor(l) Factor(2)

TR S ol et R 77.1% 72.2%
17 v D 85.1% 78.6%
Uy, RO 75.9% 72.0%
- s L b i 82.1Y% 76.6%
1980, . oo veeveeanne s 71.5% 66.0%

(1) "Availability Factor" means the hours that the
plant is capable of producing electricity
divided by the total hours in the period.

(2) "Capacity Factor" means the total net
electrical generation divided by the product
of the maximum dependable electrical capacity
multiplied by the total hours in the period.

The Vermont Yankee plant now normally operates in a
closed-cycle mode, which cools condensing water exclusively
with cooling towers, from May 16 through October 14 each



yeur. From October 15 through May 15 of the following year,
Vermont Yankee normally operates in an open-cycle mode,
discharging about 300 cubic feet per second of warmed water
into the Connecticut River. This discharge is permitted
during winter months under Vermont Yankee's National
Pollution Discharge Elimination System (NPDES) permit, which
wds renewed for a four-year term on January 19, 1981. The
NPDES permit contains operational criteria designed to
insure protection of the general environment and Connecticut
River biota.

The Atomic Energy Commission ("AEC"), now the Nuclear
Regulatory Commission ("NRC"), granted a full-term (forty-
year), full power operating license for the Vermont Yankee
plant in 1973. Certain intervenors, challenging the
sufficiency of the NRC's environmental review of portions of
the fuel cycle in the Vermont Yankee proceeding, appealed
the decision to the Court of Appeals for the District of
Columbia Circuit in Natural Resources Defense Council v.
NRC, where their appeal was consolidated with another appeal
from the NRC's generic rulemaking proceeding on the same
subject. In July, 1976 that Court decided the appeais by
setting aside and remanding to the NRC for further
proceedings certain aspects of the rulemaking which dealt
with fuel reprocessing and waste disposal and by remanding
the Vermont Yankee decision to await the outcome of the
rulemaking. That decision was appealed to the United States
Supreme Court which, by decision dated April 3, 1978,
reversed the Court of Appeals and remanded the matter to the
Court of Appeals for further proceedings. The matter is
st1ll pending before the Court of Appeals. The Company 1is
unable to predict the outcome of the proceeding. Meanwhile,
the NRC has promulgated a new final rule (superseding the
prior rules) on the effects of fuel reprocessing and waste
disposal which quantifies the environmental impact of those
portions of the fuel cycle for use in the general
environmental evaluation of plant licenses. A petition for
review of this final rule is alsc pending before the United
States Court of Appeals for the District of Columbia. It is
Vermont Yankee's opinion that the new rule will not
adversely affect Vermont Yankee's operating license and that
the above-described court proceedings will not otherwise
adversely affect its ability to operate.

By decisicn dated January 27, 1978, the NRC Atomic
Safety and Licensing Appeal Board affirmed an earlier
licensing board decision authorizing a license amendment to
permit expansion of the fuel rack capacity for storage of
spent fuel at the Vermont Yankee plant. On appeal by one
irtervenor the United States Court of Appeals for the
District of Columbia Circuit rejected certain contentions by
the petitioners as to procedural issues but remanded the
matter to the NRC for further consideration in light of the
new generic fuel cycle rul-s promulgated by the NRC as a
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Table 1

Company's Share i
gstimated Expenditures Total Estimated Estimated
Date or Total through Construction Construction

Energy Commercial Capacity Capacity December 31, 1980(2) Cost(2) Cost

Source 0 n.-rut,_i\‘»_n_&‘ll _(Mw) (MW) (thousands) (thousands) _ro_r_Jj_L__)__

Seabrook #1 Z Nuclear 198k ;1986 2,300 $20,954 $57,298
Millstone Nuclear 1986 1,150 16,161 50,457
Nuclear 1987 1,150 2( 7,085 36,961

The completion dates of certain of these units have been deferred from time to time &nd additional deferrals
|

may occur due to licensing delays, economic nditions and other factors. Deferrals have the ef’ t of in~-

it the costs of a unit.

A5 1

\luding allowance for funds used curing c¢
ynstruction expenditures are based upon information furnished by the utility responsible for the ¢
on of each unit. These utilities have advised the Company that they are continually revieving their

-

nstruction budgets. Each of these budgets has increased and may increase further as a result of deferrals
related costs, other problems affecting construction such

nstruction and present commitments for nuclear fuel. Estimated

mstruc-

and delays, increases in financing costs, fuel and
g 2 . 2 - Vs X 2
as strikes and inflation as well as other events and conditions not presently foreseen. See "Construction

D

L)
Program" .







purchased 388,783,200 KWH of such power for which it paid
$3,347,497.

Under an agreement between the lompany and Velco, the
Company is puirchazing at Velco's cost 46,577 KW of unit
power purchased by Velco from Public Service Company of New
Hampshire's Merrimack Unit #2 for a thirty-year period which
commenced May 1, 1968. For the twelve months ended
December 31, 19¢0, the Company purchased from Velco
214,715,300 KWH of this power for which it paid Velco
$5,217,418.

In addition to the contracts described above, the
Company directly or through Velco has contracts or
commitments for unit and system power from various sources.
It also has by its contractual participation in NEPOOL
througn Velcc access to sources of power from other
atilities in New England and throughout the Northeast
region.

NEPOOL.

The NEFOOL Agreement, to which the major investor-owned
utilities in New England, including the Company and Velco,
and certain municipal and cooperative utilities are parties,
provides for joint planning, operation of generating and
transmission facilities, including central dispatch of the
region's facilities, and imposes generating capacity reserve
obligations and use of major transmission lines ani payment
for such use.

Based upon the power sources described above, the
Company expects to be able to satisfy its reserve obligation
through 1985. Because of the NEPOOL reguirement that the
most efficient generating facilities in the region be
dispatched first, the Company's operating revenues and costs
are affected to some extent by the operations of other
NEPOOL participants.

Fuel Supply.

The Company's sources of power for the twelve months
ended December 31, 1980 included 39% nuclear, 28% hydro, 117%
coal and 7% oil, with the remainder coming from various
NEPOOL sources, mostly oil.

Nuclear. The cycle of productior and utilization of
nuclear fuel for nuclear generating inits consists of
(1) the mining and milling of uranium ore, (2) the
conversion of the resulting concentrate to uranium
hexafluoride, (3) the enrichment of the uranium
hexafluoride, (4) the fabrication of fuel assemblies,
(5) the utilization of the nuclear fuel and (6) the storage,
reprocessing or disposal of spent fuel.




Vermont Yankee has commitments for nuclear fuel
purchases through 1985 approximating $95,709,6000.
Expenditures for such commitments will be approximately
$19,2%%,000, $19,082,000, $19,362,000, $19,129 000 and
$18,867,000 in the yars 1981 through 1985, respectively.

Vermont Yankee has contracted for uranium concentrate to
meet substantially all its power production requirements
through 1984 and has two additional long-term contracts for
uranium by-product extraction on facilities for 20 and 12
years, respectively, each of which is expected to provide up
to about 20% of its uranium regquirements during these
periods. Under one of these contracts Vermont Yankee is
committed to make minimum payments, aggregating $6,250,000
plus interest, over an approximately S-year period which
commenced in September, 1980 regardless of the amount of
uranium that is actually produced; the facility from which
uranium is to be supplied under that contract has not yet
achieved its design production capability, although some
amounts have been produced since September, 1980.

Vermont Yankee has an enrichment contract with the
United States Department of Energy through 2001 and has
contracted for fuel fabrication reguirements through 1984
and conversion services through 1983. Vermont Yankee has no
contractual arrangements for disposal or reprocessing of
spent fuel and there are no commercial reprocessing
facilities presently operating in the United States.

Vermont Yankee is expanding its temporary storage capacity
so that spent fuel removed from the reactor through 1987 can
pbe stored while maintaining the ability to discharge a full
core should that be necessary for operational reasons.
Commencing in October, 1977, Vermont Yankee began accruing
for estimated costs of disposing of spent nuclear fuel
through an addition to its energy component charge.

The nucl=ar fuel component of the average cost to the
Company of energy generated at the Vermont Yankee plant has
been 3.60., 3.49, 4.04, 4.30 and 6.32 mills per KWH for the
years 1976 through 1980.

The Company has been advised by the companies operating
or planning other nuclear generating stations 1n which the
Company has or expects to have an interest that they have
contracted for certain segments of the nuclear fuel
production cycle through various dates Contracis for the
remainder of the fuel cycle will be reguired kut their
availability, prices and terms cannot be predicted.

Coal. The Merrimack Unit #2 obtains 1its coal from West
Virginia sources under a contract which expires on March 31.
1983, providing for one five-year extension by mutual
consent of the parties. The specifications for the coal to



be supplied under the contract meet existing air pollution
control reguirements.

Oi1l. The Company has no long-term contracts for fuel
for 1ts two small oil-burning generating stations, used
almost entirely ror standby purposes, and two gas turbine
(o1l-burning) generating stations. It relies upon local
supplies for the modest amounts required.

CONSTRUCTION PROGRAM

The Companies are engaged in a construction program to
renew existing facilities and to provide for future growth
in demand for electrical energy. Through this program, the
Company 1s presently undertaking a long-term program to
increase the portion of its energy requirements supplied by
generating units in which it has an ownershipg interest.

The amount which the Companies will spend for
construction 1s regu._arly under review and is subject to
changes influenced by business and economic conditions and
other factors such as the rate of load growth, escalation of
labor, material and equipment costs, rate of construction
progress, environmental quality control, nuclear and other
governmental regulation, service reliability, system
efficiencies and other operating considerations. The
Companies' projected expenditures for the five years 1981-
1985, exclusive of allowance for funds during construction,
are estimated at $123,207,000, itemized as follows:

1981 1981-1985
Generation.......... $10,661,800 $ 74,424,000
Nuclear fuel........ 1,474,000 5,387,000
Transmission........ 1,096,600 11,245,000
Distribution........ 4,642,600 30,840,000
CYSRINE - ivs v = 50y & bid s 2 333,000 _ 1,311,000
y (0 P . $18,258,000 $123,207,000

The foregoing tabie includes the Company's investments to be
made 1in jointly owned generating units.

RATE MATTERS
Retail Rate Increases.
During the past five years the Vermont Public Service

Board ("PSB") has granted permanent rate increases as shown
below:



Date of Effective Date Amount of

Application Date of PSBE Order of Rate Increase Rate Increase(l)
May 18, 1977 December 8, 1978 June 20, 1977 $6,347,000
quember 30, 1979 (2) January 1, 1980 5,281,000
March 21, 1980 February 26, 1981 March 21, 1980 2,324,000

(1) Based upon KWH sales 1n respective twelve-
month test periods ended December 31, 1974,
May 31, 1977 and September 30, 1979.

(2) Entire increase was allowed to become
effective without PSB order.

On November 26, 1980 the Company filed a rate request
with the PSB for $18,031,000 annually, or 22.8%, applicable
to Vermont retail customers, based on an August, 1980 test
period. The »Hetition covered all cost of service items,
including a request for a 13.1% overall rate of return, an
18.2% return on eguity, tax normalization of accelerated
depreciation and a portion of construction work in progress
in the rate base.

On September 4, 1980 the Company made application with
the PSB for additional rate relief of $3,450,000 annually,
or 4.6%, applicable to Vermont retail customers, based on a
1980 pro forma test period. The request related solely to
power costs.

On March 21, 1980, the Company filed a rate reguest with
the PSB for $4,328,000 annually, or 6.23%, applicable to
Vermont retail customers, based on a September, 1979 test
period. The reguested increase was related solely to
purchased power costs. In an order dated February 26, 1981,
the Company was allowed to increase retail rates by
$2,324,000 or 3.35% on an annual basis. Although the
allowed rate increase was less than expected, the difference
between revenue recorded during 1980 based on management's
judgment about future PSB actions (See Note 9 to Notes to
Consolidated Financial Statements) and the revenues which
should have been received 1s not material.

On November 30, 1979 the (ompany filed a rate increase
request with the PSB for $5,2(1,000 annually, or 8.2%,
applicable to Vermont retail customers, also based on a
September, 1979 test period. The rate petition included an
overall rate of return of 10.8% and a return on equity of
14.5%. The increase was allowed to become effective on
January 1, 1980 without suspension or hearing.
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The actual rate of return earned by the Company depends
upcn operating and other conditions. The Company's earned
rate of return on average common equity for 1980 was 10.5%.

The PSB, by order dated December 8, 1978 in the
Company's previous rate ca3e, allowed a retail increase of
$6.3 million or 11.96%. ‘The PSB approved the Company's
request for a return on equity of 14.5% and an overall
return of 10.6%. The Company was also allcowed, in
accordance with prior practice, to recoup over a future
period the difference between the prior rates and the
approved rates during the suspension period of June 20, 1977
through December 19, 1977. The amount of recoupment to be
collected includes a return on the cutstanding balance.

The Board in its order disallowed the continuance of the
purchased energy and fuel adjustment clause. However, the
Company is legally entitled to reasonable rates and can file
for rate adjustments as necessary. The Company still has
operative fuel clauses applicable to approximately 157 of
kilowatthour sales. '

The rate order did allow 25 percent of the requested
construction work in prcgress as a rate base 1tem, including
all of its in-state construction and one out-of-state
generating facility which has since become operational.
Among the crit- a for allowing construction work in
progress i: rate base which the Board outlined are
(1) imminence of service of the facilities, and
(2) demonstrated financial hardship.

Wholesale and Connecticut Valley Rates Increases.

In the past five years, the Company has been granted two
increases in wholesale rates by the Federal Energy
Regulatory Comflission ("FERC"). The most recent increase
became effective August 2, 1980 as a re.ult of a settlement
agreement which increased revenues by $786,000 per annum, or
11.9%, on A 1980 test year basis.

The Ne Hampshire Public Utilities Commission has
allowed Connacticut Valley five retail rate increases since
1775, two . which were solely to recover increased costs of
purchased power. Rate prc:eedings allowed retail rates to
be increased by $163,000 effective June 2, 1980, or 2.7j%
annually, anc then by an additional $44,000 effective
January 1, 1981.

COMPETITION

The Company's business is generally free from direct
competition by other electrical utilities, municipalities or
other agencies.



In Vermont a municipality may construct or acquire and
operate electrical generation and distribution facilities.
If property is taken by eminent domain the municipality must
pay Just compensation as well as severance damages
determined by the PSB. The municipality has the authority
to finance the cost of acquiring the municipal public
utility plant by pledging the net earnings derived from the
operations of the municipal public utility.

In October, 1977 the voters of the Town of Springfield
voted to proceea with the construction of hydroelectric
generating facilities on the Black River in and outside the
Towr and to acquire the Company's distribution properties in
the Town. Sprincfiel” has been granted a preliminary permit
by FERC to study the vroposed hydroelectric facilities and
has filed a license application. Springfie'd could proceed
with the acquisition of the Company's disti.bution
propercies in Springfield without developing the proposed
hydroelactric facilities. Hearings with respect to
ccademnation of the distribution properties have been
completed before the PSB but no decision has been rendered.
Any decision in those proceeding: is likuly to be anpealed
by one of the parties. The Company's revenues in 1980 from
customers in Springfield were approximately $3,434,000.

No other municipality served by the Company is, sc far
as 1s known to the Company, taking steps to establish a
municipal electric distribution system.

In 1977, a municipal power association, of which a
nurber of municipalities in the Company's service area are
members, was organized with the stated purpose of planning
and coordinating che power reqguirements of its members.
Legislation was enacted in 1979 by the Vermont Legislature
which empowers that associaiion to finance the acquisition
or construction of generating facilities, the output of
"ich would be available to its members and others. In
addition, preliminary action has been taken by a number of
municipalities to study the possible construction by them of
small hydroelectric generating facilities, and the Company
has indicated its willingness to cooperate with such
municipalities in studying such possible projects. In
March, 1977, a number of municipalities in the valley of the
West River voted to study the possible construction by them
of generating facilities at a United States flood control
dam constructed and operated by the Corps of Engineers; the
Company had previously applied to FERC for a preliminary
permit to study such a proposed facility. FERC awarded this
group a permit on February 13, 1980.
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RFGULATION

State Commissions.

The Company 1s subject to the regulatory authority of
the PSB with respect to rates, and the Company and Velco are
subject to PSB jurisdiction respecting security issues,
construction of major generation and transmission facilities
and various other matters. Connecticnt Valley is subject to
the re,ilatory authority of the New Hampshire Public
Utilities Commission with respect to rates, security issues
and various other matters. The Company and Velco are,
except as limited by the applicable statutes of the United
States, subject to the regulatory authority of the New
Hampshire Public Utilities .->mmission as tc matters
pertaining to constructicn and transfers of utility
property, rates and service in New Hampshire. Additionally,
the Public Utilities Commission of Maine, the Connecticut
Public Utilities Control Authority, the New Hampshire Public
Utilities Commission and the Massachusetts Department of
Public Utilities each has limited jurisdiction over the
Company based on 1its ownership as a tenant-in-common of
Wyman #4, Millstone #3, Seabrook #1 & #2 and Pilgrim #2,
respectively. The Company is also subject to regulation
with regard to zoning, land use and similar controls by
various state and local authorities.

wn

Public Utility Holding Company Act of 193

Although the Company is a holding company, as defined in
the Public Utility Holding Company Act of 1935, by reason of
its ownership of the stock of Connecticut Valley, Velco and
Vermont Yankee, it 1s presently exempt, pursuant to Rule 2,
promulgated by the Commission under said Act, from all the
provisions of said Act exuvept Section 9(a)(2) thereof
relating to the acquisition of securities of public utility
affiliates.

Federal Power Act.

The Company and Velco are subject, as to some phases of
their businesses, including certain rates, to the
jurisdiction of FERC: 1re Company as a licensees of
hydroelectric develcpments under Part I, and the Company and
Velco as interstate public utilities under Parts II and IIl
of the Fed:ral Power Act, as amended and supplemented by the
National Energy Act.

The Company has l.iceises expiring in 1987 and 1993 under
Part I of the Federal Powe~ Act for twelve of its
hydroelectric plants. The Company has applied to FERC for
abandonment of the license for ore plant ro longer in
operation. The Company has filed applications now pending
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before FERC with resprect to two previoucly abandoned plants
and one proposed pro-ect.

Environmental Matters.

The EPA administers programs established under the
Féderal Water Pollution Control Act and the Clean Air Act
which affect all of the Company's thermal generating
facilities, as well as the nuclear facilities in which it
has an interest. The former Act establishes a national
objective of complete elimination of discharges of
pollutants into the nation's water and creates a rigorous
permit program designed to achieve these effluent
limitations. The latter Act empowers the EPA to establish
clean air standards which are implemented and enforced by
state agencies. The EPA has broad authority 1in
administering these programs, including the ability to
require installation of pollution control and mitigation
devices and to limit or halt construction or operation of a
unit. The Company is also subject to regulation with regard
to environmental matters by various state ard local
authorities.

The environmental standards administered by these
agencies, together with the equiprent and technology
available and the length of time afforded for meeting those
standards, are in a period of development and change.
Accordingly, both the timirg and amount of capital and
operating costs in this area are not subject to precise
determination. While these factors have had some impact
upon the Company's past operations as a distribution
company, the Company anticipates that they will have a more
significant impact upon the capital costs and construction
schedules of the new generating facilities in which 1t 1is
participating.

Nuclear Matters.

The nuclear generating facilities of Vermon® Yankee and
the other such facilities in which the Company has or will
have an interest are subject to extensive regulation by the
NRC. The NRC is empowered 0 regulate the siting,
construction and operation of nuclear reactore after
consideration of public health, safety, environmental and
antitrust matters. Under its continuing jurisdiction, the
NRC may, after appropriate proceedings, reguire modification
of units for which construction permits or operating
licenses have already been issued, or impose new conditions
on such permits or licenses, and may require that the
operation of a unit cease or that the level of operation of
a unit be temporarily or permanently reduced.
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VERMONT ELECTRIC POWER COMPANY, INC.

Velco purchases bulk power for resale at cost to the
Company and the other electric utilities in Vermont and
transmits such power over its high voltage transmission
system to them. Velco participates for itself and as agent
for the Company and eighteen other Vermont utilities in
NEPOOL. The Company is the major user of Velco's services.

The Company owns 58.4% of the common stock of Velco, the
balance being owned by Green Mountain (29.0%), Citizens
Utilities Company (3.4%) and other Vermont utilities. An
agreement between Velco, the Company, Green Mountain and
Citizens provides, among other things, that Citizens and
Green Mountain may each require the Company to purchase the
Velco common stock owned by each at its book value at the
time of purchase.

Under a contract with the State (the "Transmission
‘“ontract"), “elco transmits to certain Vermont utilities the
150,000 KW of power which the State purchases from PASNY and
any other power the State may acquire outside Vermont. The
Tronsmission Contract terminates by its terms June 30, 2000
but is subject to renewal by the State for a period not
exceeding ten years. For Velco's services the State agrees
to pay amounts equal to all Velco's costs (as defined)
including operating expenses, taxes, interest on and
amortization of its debt and a return on common stock,
except that if Velco should use its system for the
transmission of firm power owned by it (which it does not
presently do), Velco's costs would be allocated between the
State and Velco in proportion to the uses of the system for
the transmission of firm power owned by the State and by
Velco, respectively. The Transmission Contract also
provides that contracts for the use by others of the Velco
system (as therein defined) are subject to approval by the
State, any revenues therefrom being deducted from Velco's
costs allocable to the Statie.

Velco, the Company and Green Mountain have entered into
an agreement (the "Three Party Agreement") which imposes
obligations on the Company and Green Mountain if, and only
if, Velco trarsmits firm power owned by it. Velco does not
now transmit, and does not presently have plans to transmit
in the future, power owned by it. Nevertheless, if that
transmission occurs, under the Three Party Agreement the
Company and Green Mountain would have the right to purchase
all such firm power not sold to others with their consent
and be obligated to pay (in pvoportions _jreed upon between
the ‘Company and Green Mountain) amounts sufficient, together
with Velco's revenues from other sources, to pay all Velco's
operating expenses, debt service and taxes. In connection
with the transfer to Velco of their entit’'ements of the
output of the Vermont Yankee plant, the Company and Green
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Mountain entered into a Three-Par’, Power Agreement and
Three-Party Transmission Agreement with Velco (the "Vermont
Yankee Agreements"), whereby they have agreed to repurchase
from Velco all Vermont Yankee power not taken by other
Vermont utilities and to pay transmission chargyes thereon in
an aggregate amount sufficient, with Velco's other revenues,

td pay all of Velco's expenses including capital costs

Velco's Bonds are secured by a first mortgage on the
major part of Velco's transmission properties and by the
assignment to the Trustee of the Transmission Contract, the
Three Party Agreement, the Vermont Yankee Agreements and
certain other contracts as specified in the Velco Indenture.

Item 2. Properties.

The Company. The Company's electric properties consist
of five principal distribution systems: the Central,
Bennington, St. Albans, St. Johnsbury and Brattleboro
gystems. Transm.ssion lines tie the Bennington and
Brattleboro systems together. All, except the Brattleboro
system, are connected to the transmission facilities of
Velco and all except the St. Albans system are
interconnected with the facilities of New England Electric
System; also the Brattleboro system is directly connected
with the Public Service Company of New Hampshire, and the
St. Johnsbury system is indirectly connected through Velco
to Public Service Company of New Hampshire. The Central and
Bennington systems are also indirectly connected, through
the transmission lines of Velco and the facilities of
Niagara Mohawk Power Corporation.

The electric generating plants of the Company consist of
18 hydroelectric generating stations, two gas turbine
generating stations, one steam-electric generating station
and one diesel-electric generating station, of which one
hydroelectric generating station is located in New York and
the remainder in Vermont. In addition, the Company owns
undivided interests in an operating oil-fired generating
station located in Maine and in nuclear generating units in
New Hampshire, Massachusetts and Connecticut which are
presently under construction (See "Power Sources" under

Item 1, supra).

The electric systems of the Company include about 610
pole miles of transmission lines, about 6,462 pole miles of
overhead distribution lines and about 65 miles of
underground distribution lines which are located in Vermont
except for about 23 pole miles of transmission lines which
are located in New Hampshire.

Connecticut Vailgy. Connecticut Valley's electric
properties consist of two principal systems 1in New Hampshire
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which are not interconnected with each other but each of
which 1s connected directly with facilities of the Company.

The electric systems of Connecticut Valley include about
two pole miles of transmission lines and about 376 pole
miles of overhead distribution lines and about three miles
of underground distribution lines.

Velco. Velco has no generating facilities but has
approximately 455 pole miles of transmission lines and 23
assoclated substations located in Vermont. Velco's
properties interconnect with the lines of New York State
Power Authority at the New York-Vermont state line near
Plattsburgh, New York; with the transmission facilities of
Niagara Mohawk Power Corporation at the New York-Vermont
state line near Whitehall, New York and North Troy, New
York; with the lines of New England Power Company at Wilder,
Verment, near the New Hampshire-Vermont state line at
Monroe, New Hampshire and at Claremont, New Hampshire, and
near the Massachusetts-Vermont state line at North Adams,
Massachusetts; and with the lines of Public Service Company
of New Hampshire near the New Hampshire-Vermont state line
at Littleton, New Hampshire and near the New Hampshire-
Vermont state line at Ascutney, Vermont and at Vernon,
Vermont. All of its transmission facilities are in Vermont
except for approximately 4.3 pole miles of transmission
lines in New Hampshire.

All the principal plants and important units of the
Company and 1ts subsidiaries are held in fee. Transmission
and distribution facilities which are not located in or over
public highways are, with minor exceptions, located either
on land owned in fee or pursuant to easements substantially
all of which are perpetual. Transmission and distribution
lines located in or over public highways are so located
pursuant to authcocsity conferred on public utilities by
statute, subject to regulation of state or municipal
authorities.

~

Item 3. Legal Proceedings.

There are no material pending legal proceedings, other
than ordinary routine litigation incidental to the business,
to which the Company or any of its subsidiaries is a party
or to which any of their property is the subject. See Item
1l for descriptions of proceedings relating to nuclear units
and condemnation proceedings by Town of Springfield.

Item 4. Security Ownership of Certain
Beneficial Owners and Management.

(a) Security ownership of certain beneficial owners:

As of October 1, 1980, there was no person who was known to
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registrant to be the beneficial owner of more than five
percent of any class of registrant's voting securities.

(b) Security ownership of management: The following is
a tabulation of the equity securities of the registrant
beneficially owned by its directors, and its directors and
officers as a group, as of January 22, 1981:

Number of
Shares
Title Name of Beneficially Percent
Of Class Beneficial Owner ___ Owned Of Class
Common Stock,
$6 Par Value Robert P. Bliss, Jr. 754.338
Allen O. Eaton 161.333
James E. Criffin 595.021
Luther F. Hackett 218.
Robert T. Holden 220.
Frances C. Hutner 1,100.
F. Ray Keyser, Jr. 10.
L. Douglas Meredith 1,000.
Gordon P. Mills 500.
Preston Leete Smith 100.
Holmes H. Whitmore 500.
Fred W. Yeadon, Jr. 200.
All Directors and 7,071.174 0.24%

Officers as a group

(c) Changes in control: Not applicable.
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Item 5. Market for Registrant's Common Stock and
Related Security Holder Matters.

See the information under the heading "Shareholder
Information" on page 32 cof the registrant's 198C Annual
Report to Stockholders, which is hereby incorporated herein
by reference; said Annual Report to Stockholders is filed as
an exhibit hereto.

The registrant's Articles of Association contain certain
limitations, applicable so long as the Senior Prefer .ed
Stock is outstanding, on the registrant's right to declare
dividends on the Common Stock out of net income or in the
event Common Stock Equity (as defined) is less than 257 of
Total Capitalization (as defined). The Indentures relating
to the registrant's Debentures contain similar restrictions
on dividends. As of December 31, 1980 the Common Stock
Equity was approximately 39.2% of Total Capitalization (as
defined). As at December 31, 1980, $18,900,000 of the
registrant's retained earnings were free of these indenture
restrictions.

Item 6. Selected Financial Data.

See the information under the heading "Selected
Financial Data" on page 18 of the registrant's 1980 Annual
Report to Stockholders, which is hereby incorporated herein
by reference; said Annual Report to Stockholders is filed as
an exhibit hereto.

Sse also Note 9 to the Notes to Consolidated Financial
Statements (Item 8 below) relating to the change in
accounting policy in 1980 with respect to accrual of
revenues expected to be allowed in rate proceedings.

Item 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations.

See the information under the heading "Management's
Discussion and Analysis of Financial Condition and Results
of Operations" on pages 18 and 19 of the registrant's 1980
Annual Report to Stockholders, which is hereby incorporated
herein by reference; said Annual Report to Stockholders is
filed as an exhibit hereto.

See also Note 9 to the Notes to Consolidated Financial
Statements (Item 8 below) relating to the change in
accounting policy in 1980 with respect to accrual of
revenues expected to be allowed in rate proceedings.
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PART 1V

'm. Exhibits, Financial Statements, Schedules and Reports on
Form 8-K. :

(a) The following documents are filed as part of this report:

1. Financial Statements:

1.1.

Central Vermont Public Service Corporation
and its wholly-owned subsidiary, Connecticut

Filed
Herewith

at Page

Valley Electric Company Inc.: (See Item 8)

Consolidated Statement of Income and
Retained Earnings, years ended December 31,
1980, 1979, 1978, 1977 and 1976.

Consolidated Balance Sheet, December 31,
1980 and 1979.

Consolidated Statement of Changes in
Financial Position, years ended December 31,
1980, 1979, 1978, 1977 and 1976.

Notes to Tonsclidated Financial Statements.

. 2. Financial Statement Schedules:

2.1.

Central Vermont Public Service Corporation
and its wholly-owned subsidiary, Connecticut
Valley Eleciric Company Inc.:

Schedule III - Investments in Securities of
Affiliates, years ended December 31, 1980,
1979 and 1978.

Schedule V - Utility Plant, years ended
December 31, 1980, 1979 ind 1978.

Schedule VI - Accumulated Depreciation of
Utility Plant, years ended December 31,
1980, 1979 and 1978.

Schedule VIII - R serves, years ended
December 31, 1980, 1979 and 1978.

Schedule IX - Short-Term Borrowings, year
ended December 31, 1978.

Summary of Other Paid-In Capital, years
ended December 31, 1980, 1979 and 1978.

Financial Statements and Schedules for Vermont
Electric Power Company, Inc. - per index attached.
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24

27

27

30

33

34

40



2.3. Financial Statements and Schedules for
Vermont Yankee Nuclear Power Corporation -
per index attached. 51

Schedules not included have been omitted because they are

not applicable or the required informacvion is shown in the
financial statements or notes thereto. Separate financial
statements of the Registrant (which is Primarily an

operating company) have been omitted since they are
consolidated only with those of a totally held subsidiary.
Other than Vermont Electric Power Company, 1Inc. separate
financial statements of subsidiary companies not consolidated
have been omitted since, if considered in the aggregate, they
would not constitute a significant subsidiary. Other than
Vermont Yankee Nuclear Power Corporation separate firancial
statements of 50 percent or less owned persons for which

the investment is accounted for by the équity method by the
Registrant have been omitted since, if considered in the
aggregate, they would not constitute a significant investment.

2.4. Accountants' Consent re Dividend Reinvestment
and Common Stock Purchase Plan 65

The listing of exhibits hereto begins on page 66.

=20



Certified Public Accovntants
. QOne Boston Place
|Pbm, Marwick, Mitchell&Ca Boston, Massachusetts 02108

Accountants' Report

The Stockholders and Board of Directors
Central Vermont Public Service Corporation:

Under date of February 20, 1981, we reported on the consolidated balance sheet
of Central Vermont Public Service Corporation and subsidiary as of December 31,
1980 and 1979, and the related consclidated statements of income and retained
earnings and changes in financial position for each of the five years in the
period ended December 31, 1980, as contained in the annual report to stock-
holders for the year 1980. These financial statements and our report thereon
are incorporated by reference in the annual report (FPorm 10-K) required to be
filed by Central Vermont Public Service Corporation under the Securities
BExchange Act of 1934,

‘ In connection with our examinations of the aforementioned consolidated finan-
cial statements we also examined the supporting financial statement schedules

listed in Section 2.1 of the accompanying index. In our opinion, such
supporting schedules present fairly the information set forth therein.

feat Mawmnde Ml v (o

PEA‘I', MARWICK, MI‘!CHH.L & CO.

Boston, Massachusetts
Pebruary 20, 1981
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CENTRAL VERMONT FUBLIC SERVICE CORFORATION
AND ITS WHOLLY-OWNED SUBSIDIARY
CONNECTICUT VALLEY ELECTRIC COMPANY INC,

Investments in, Bquity in Barnings of, and
Dividends Received from Related Purties

Year ended December 31, 1980

Fame of Issuer and Description of Iavestment

Non-consolidated subsidiaries, at equity:

Vermont Electric Power Company, Inc.-common stock

C. V. Realty, Inc. - common stock

2. V. Realty, Inc. - notes

Other parsons sccounted for by the equity method:

Vermont Yankse Wuclear Fower Corporation-common
stock

Maine Yankee Atomic Power Company-common #tock

Connecticut Yankee Atomic PFower Company-common
stock

Yankse Atomic Electric Company-common stock

Totals

(1) Purchased $50,000 note for cash.
(2) Promissory Bote.
(3) Partisl payments on two notes.

Y &

ownership bonds and notes dollars

58.4
100.0%

n.%
2.0

2.08
3.9%

30,971 shares §$ 3,110,329
300 shares (159,838)

$279,000 notes 2:000

125,156 shares 13,331,788
10,000 shares 1,336,716

7,000 shares 1,008, 786

5v”9 shares 716 6&
2RO 6
$24,643 829

for the period

Balance at Beginning of Year Additions Deduct ions Balance at End of Year
Distribution i
Equity tak m» of earnings
No. of shares or up in earnings by persons in Bo. of abares or
units. Principal Amount (losses) of which eernings units. Principel Amount
Percent amount of in related parties (losses) were Percent amount of

$ 228,738 $ 228,738
(86,039)
000(1) 000/
—TeEw e —meTE e
1,815,695 1,877,3%0
131,480 131,900
6h 522 100,000(2) 56,000
6h iy &= 1l
TR o et
L2865  §000 f2,p9m  $60,00

100.0%
3)

3n.3

2.0%

2.08
3.%

125,156 shares 18,269,903
10,000 sbares 1,336,296









CENTRAL VERMONT PUBLIC SERVICE CORPORATION

AND ITS WHOLLY-OWNED SUBSIDIARY
CONNECTICUT VALLEY ELECTRIC COMPANY INC.

Utility Plant
Year ended December 31, 1980

Schedule V

Balance at Other
baginning Additions Retirements Charges
Description _of vear at Cost or Sales (Credits)
Electric plant:
Intangible $ 161,809 § 10,044 $ - $ -
Production 19,898,700 609,747 24,492 (219,935)(1)
Transmission 16,754,001 678,147 104,905 2,732 (2)
Distribution 78,554,380 4,680,572 1,037,829 (2,732) (2®
General 2,590,782 169,400 17,715 -
Completed construction not classified 1,383,954 102,686 - -
Completed retirement not -lassified (307,122) - 18,230 -
“onstruction work in progress 36,758,797 11,597,809 - (4,663)(3)

Experimental electric plant not

(1)
(2)
(3)
(4)
(5)

classified 2 403,

589 -

219,935 (1)

- 6,942 (4)

Total electric plant $156,198,890 §17,848,405

51!203!171 (5) § 2,279

Transferred from Plant Held for Future Use to Construction Work in Progress.

Reclassification of plant from distribution
Transferred to nonutility property.

to transmission.

Transferred from research, development and demonstration expenditures.

Includes $1,426 of non-depreciable property.

Accumulated Depreciation

of Utility

Plant

Year ended December 31, 1980

Balance at beginning of year

Additions:

Charged to ¢ enses
Salvage va.ue of plant retired
Miscellaneous

Deductions:

Retirements, renewals and replacements
Removal cost of plant retired during year

Balance at end of year

“37=

Balance at
end of

_ _year

$ 171,853
20,264,020
17,329,975
82,194,391

2,742,467

1,486,640
(325,352)

48,571,878

410,531

$172,846,403

Schedule VI

$31,269,327

3,664,424
477,547
5,412

SS— /. - * 3
35,416,710

1,201,745

512,148

$33,702,817



CENTRAL VERMONT PUBLIC SERVICE CORPORATION
AND ITS WHOLLY-OWNED SUBSIDIARY
ONNECTICUT VALLEY ELECTRIC COMPANY INC.

Year ended December 31, 1979

Other

stirements Charges
or Sales (Credits)

- 161,809

(983) (1) 19,898,700
38,897 (1) 16
(38,876) (1)

962 (1)

onstruction not
retirement
fon work in progress
electric plant

and general

Schedule VI




CENTRAL VERMONT PUBLIC SERVICE CORPORATION

AND ITS WHOLLY-OWNED SUBS

IDIARY

CONNECTICUT VALLEY ELECTRIC COMPANY INC.

Utility Plant

Sched.le V

Year ended December 31, 1978
Balance at
beginning Additions
Description of vear at Cost
Electric plant:
Intangible S 161,809 -
Production 16,019,877 3,508,942
Transmission 15,788,896 532,773
Distribution 71,820,076 3,949,499
General 2,214,959 175,173
Completed construction not classified 1,029,526 (104,811)
Completed retirements not classified (326,868) -
Construction work in progress 21,874,545 7,072,995
Experimental lectric plant not
classified - -
Total electric plant 5128!582!820 315|134|57l

Other Balance at
Retirements Charges end of
or Sales (Credits) ear
$ - $ - $ 161,809
132,630 - 19,396,189
62,541 5,306 (1) 16,264,434
887,697 (4,823)(1) 74,877,055
28,578 (483) (1) 2,361,051
- & 924,715
(52,661) - (274,207)
- (364,108)(2) 28,583,432
- 168,884 (3) 168,884
SlIOSBIBOS(b)SSl9S|22b) 5142|663|362

(1) Reclassification of plant from distribution and general to transmission.

(2) Transferred to nonutilicy property.

(2) Transferred from research, development and demonstration expenditures.

(4) Includes $6,177 of non-depreciable property.

Accumulated Depreciati
of Utility Plant

on

Year ended December 31,

Balance at beginning of year
Additions:
Charged to expenses
Salvage value of plant retired
Miscellaneocus

Deductions:

Retirements, renewals and replacements
Removal cost of plant retired during year

Balance ar end of year

T

1978

Schedule VI

$26,953,706

3,148,314

492,656
9,131)

30,585,545

1,052,628
642,283

528,890,634




Schedule VIII

CENTRAL VERMONT PUBLIC SERVICE CORPORATION
AND ITS WHOLLY-OWNED SUBSIDTARY
‘ CONNECTICUT VALLEY ELECTRIC COMPANY INC.
Reserves

Year ended December 31, 1980

Additions
Balance at Charged ro Charged Balance at
beginning cost and to other end of
of year expenses accounts Deductions year

Reserves deducted from assets
to which they apply:
Reserve for uncollectible

accounts recefvable g 298|l94 2328.696 §95|981(l) 2533!602(2) g 289!067

Reserve for investments
in miscellaneous pro-
perties - rental water

aeaters 21!316!561 i229|696 i - i 97|841 21.&“.616

Reserves shown separately:

Injuries and damages (§ 938(3)
reserve $ 72,698 $ - (glllul(b) 2 6!075(5) g 79!603

(1) Collections of accounts previously written off.
(2) Uncollectible accounts written off.
(3) Miscellaneous minor items.
‘ (4) Charged to construction and retirement work in progress.

(5) Payments for construction accidents.
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Schedule vVITI

CENTRAL VERMONT PUBLIC SERVICE CORPORATION
AND ITS WHOLLY-OWNED SUBSIDIARY
CONNECTICUT VALLEY ELECTRIC COMPANY INC.
Reserves

Year ended December 31, 1979

Additions
Balance at Charged to Charged Balance ac
beginning costs and to other end of
of year expenses accounts Deductions year
Reserves deducted from assets
to which they apply:
Rzserve for uncollectible
accounts receivable $ 376,252 $207,828 $86,470(1) $372,356(2) $ 298,194
Reserve for investments
in miscellaneous pro-
perties - rental water
heaters $1,193,169 $182,044 $ - $ 58,652 $1,316,561
Reserves shown separately:
Injuries and damages (§ 459(3)
reserve $ 66,163 $ - ($10,773(4) §__4,697(5) $. 72,698

(1) Collections of accounts previously written off.

(2) Uncollectible accounts written off.

(3) Miscel'aneous minor items.

(4) Charged to construction and retirement work in progress.

(5) Payments for construction accidents.
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Balance
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end
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Schedule IX

ONT PUBLIC SERVICE CORPORATION
TS WHOLLY-OWNED SUBSIDIARY
VALLEY ELECTRIC COMPANY INC.

Notes Payable - Banks:

Unused lines of credit at vear end $8,000,000
Amount outstanding at end of per $6,600, 000
Average interest rate 2nd 11.13%
Maximum amoun ( -standing & ny mon end S$7,700, COf
Average amoun utstanding during $4,213,000

Average interest rate for t year 8.88%




ummary

ended

December

Cenversion

stock to

Excess

from

shares

1979 and

Amortization of caj al st . expense
related to he 3.50%Z series pre-
ferred st

Preferred and common

expenses

Balance at end




VERMONT ELECTRIC POWER COMPANY, INC.

INDEX TO FINANCIAL STATEMENTS AND SCHEDULES

DECEMBER 31, 1980, 1979 AND 1978

FINANCIAL STATEMENTS:
Auditors' Report
Balance Sheets
Statements of Income and Retained Earnings
Statements of Changes in Financial Position
Notes to Financial Statements

Report of Independent Public Accountants on Schedules

SCHEDULES :
V - Utility Plant

V1 - Accumulate] Depreciation of Utility Plant

All other schedules are omitted as the required information is
inapplicable or the information is included in the financial
statements or related notes.
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of the accounting records and such

ronsidered necessary in the

financial position for each of

ended December 31, 1980, in conformity
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ASSETS

UTILITY PLANT, at original cost
less~ Accumulated depreciation and
amortization (Note 2)

Expenditures for future transmission
facilities, at cost (Note 5)

Expenditures for Seabrook nuclear
project, at cost (Note 6)

CURRENT ASSETS:
Cash
Temporary cash investments
Bond sinking fund deposits
Bond interest deposits
Accounts receivable-
Affiliated companies
Other
Notes receivable from affiliate
Materials and supplies, at average cost
Other

DEFERRED CHARGES:
Unamortized cost of site location
studies (Note 5)
Other, principally unamortized debt
expense

VERMONT ELECTRIC POWER COMPANY, INC.

BALANCE SHEETS -

1980 1979

$59, 680,601 $57,243,738
11,771,781 10,326,757

$ 247,293 $ 133,063

223,669 199,494
521,167 481, 500
748, 308 786,98 .

13,605,131 5,267,654
1,053,580 2,451,388

860, 000 575,000
414,800 422,206
50,995 6,468

"

$17,724,943 ‘10 323,734

$ - $ 380, 788
344,164 331,105

$ 344,164 § 711,893

$66,262,849 $59,731,826

43~

DECEMBER 31, 1980 AND 1979

STOCKHOLDERS' INVESTMENT AND LIABILITIES

CAPITALIZATION:

Stockholders' investment (Notes 1 and 3)-

Common stock, $100 par value per share:
Class A, authorized 12,000 shares,
outstanding 11,000 shares
Class B, authorized 80,000 shares,
outstanding 42,000 shares
Retained earnings

First mortgage bonds (Note 3)-
Series A, 4.95% due through 1985
Series B, 9-1/2% due through 1999
Series C, 10% due through 2000
Series D, 8-1/2% due through 2000
Series E, B% Aue through 2000
Series F, 11-1/2% due through 1990
Series G, 9.70% due through 2000

Less- Bonds to be retired within
one year

Total capitalization

CURRENT LIABILITIES:
Note. payable to banks (Note 4)

Cther current liabilities-
Bonds to be retired within one year
Accounts payable-
Affiliated companics
Other
Accrued interest on bonds
Accrued taxes (Note 9)
Other

COMMITMENTS AND CONTINGENCIES (Note 9)

The accompanying notes are an integral pi '+ of these financial statements.

1980 1979

$ 1,100,000 $ 1,100,000

4,200,000 4,200,000
23,250 23,250

$ 2,901,000 $ 3,401,000
8,802,000 8,968,000
4,506,000 4,580,000
6,640,000 6,771,000
6,640,000 6,779,000
6,434,000 6,794,000
8,718,000 8,866,000

$44,641,000 $46,159,000
1,646,000 1,518,000

$ 1,646,000 8 1,518,000

3,570,277 4,433,647
10,381,710 2,353,471

748,308 786, 981
549,889 616,665
148,415 58,812

-

‘17 044,599 $ 9,767,576

017 944, 599 $ 9,767,576

B I ——

$66,262,849 $59,731,826



VERMONT ELECTRIC POWER COMPANY, INC.

STATEMENTS OF INCOMZ AND RETAINED EARNINGS

FOR_THE YEARS ENDED DECEMBER 31, 1980, 1979 AND 1978

1980 1979 1 978
OPERATING REVENUES:
Transmission services for
the State of Vermont $ 2,317,397 & 2,270,713 § 2,321,072
Other tranimission revenues 8,128,23¢ 8,154,378 7,525,042
Sales of power 95,977,071 72,121,063 66,717,943

OPERATING EXPENSES:

Purchased power $ 95,977,071 $72,121,063 $66,717,943
Transmission expenses-

Operations 410,688 357,383 330,282

Maintenance 382,733 358,453 292,518

Rents : 618,576 680,906 7,194
Administrative and general

expenses 928,982 916,577 926,455
Amortization of site location

studies (Note 5) 380,789 380,789 380,789

Amortization of expenditures
for future transmission

facilities (Note 5) 216,483 271,007 28,006
Depreciation and amortization
(Note 2) 1,557,667 1,444,000 1,201,667
Taxes-
Lccal property and other 1,579,690 1,435,242 1,37%4,142
Federal and state income
(Note 7) 288,096 226,149 -

OPERATING INCOME $ 4,081,931 § 4,354,585 §$ 4,615,061

OTHER INCOME, including $7,623
in 1980 and $6,271 in 1979
of allowance for other

funds used during
construction 359,494 281,961 133,217

- - - -

- - -

INTEREST EXPENSE:
Interest on first mortgage

bonds $ 4,168,048 §$ 4,267,147 § 3,518,822
Other interest (Note 4) 37,360 29,965 920,260
Amortization of debt expense 26,935 27,483 21,397

Allowance for borrowed funds

used during construction
(Note 2) (192,918) (90,049) (66,201)

NET INCOME (Note 1) $ 402,000 § 402.000 § 354,000

RETAINED EARNINGS AT BEGINNING
OF PERIOD 23,250 23,250 23,250

-

- -

$ 425,250 §& 425,250 § 377,250
CASH DIVIDENDS DECLARED AND

PAID 402,000 402,000 354,000

RETAINED EARNINGS AT END OF
PERIOD i 23,250 §$ 23,250 8§ 23,250
TSI TaAESIE==T ERTSTSSSEEE SZsmzssEsssERn

The accompanying notes are an integral
part of these financial statements.
ol J



VERMONT ELECTRIC POWER COMPANY, INC.

STATEMENTS OF CHANGES IN FINANCIAL POSITION

FOR THE YEARS ENDED DECEMBER 31, 1980, 1979 AND 1978

1980 1979 1978

SOURCES OF FUNDS:
Internal sources-
From operations-

Net income $
Charges (credits) not
requiring funds-

. Depreciation and

amortization

Amortization of site
location studies

Amortization ot future
transmission
facilities

Amortizati.n of debt
expense

Allowance for other
funds ue~d during
constructi n

402,000 § 402.000 § 354,000

1,557,667 1,444,000 1,201,667

380,789 380,789 380,789

216,483 271,007 28,006

26,935 27,483 21,397

(7,623) . (6,271) -

$ 1,985,859

$ 2,519,008

$ 2,576,251

Less~-
Reduction in first
mortgage bonds (1,646,000) (1,652,000) (1,265,000)
Dividends deciared and
paid (402,000) (402,000) (354,000)
. Other, net (26,858) (40,627) 169,171
. $ 501,393 § 424,381 §$ 536,030
Change in net current
assets (exclusive of
notes payable to banks)-
Cash and temporary
cash investments $ (138,405) $ 576,497 $ 317,837
Accounts receivable (6,939,689) (1,401,080) 709,524
Accounts payable 7,164,869 1,266,213 (746,586)
Other, net (210,961) 234,042 77,214
$ (124,186) § 675,677 § 357,989

- - -

Internal sources,

net $ 377,207 % 1,100,053 & 894,019
External sources-
Notes payable to banks $ 900,000 $(10,000,000) s 500,000
Sale of first mortgage
bonds, Series G - 9,000,000 -
Sales of Class B common
stock - 600,000 -
Sale of Seabrook nuclear
" project 1,729,876 - -
xternal sources, n't $§ 2,629,876 § (400,000) $ 500,000
$ 3,007,083 § 700,053 § 1,394,019

FUNDS USED
Utility pl

Seabrook nuclear project
Allowance for other funds

ant

FOR CONSTRUCTION:

used during construction

Ezxsxzz=ST=E

$ 2,562,643
452,063

(7,623)

$ 3,007,083

sSes=sszzzss

szsgzssEzaas

S 205,576
500, 748

(6,271)

$ 700,053

szz=zssaszRs=

The accompanyinyg notes are an integyral
part of these financial statements.
4,

—bly-

$ 1,031,074
362,945

$ 1,394,019

ZIZITZTITT|ERES




VERMONT ELECTRIC POWER COMPANY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1980, 1979 AND 1978

(1) The Company

The Company is an affiliate of Central Vermont Public
Service Corporation ("CVPSC"), which owns 86.5% of its Class A
common stock and 51.1% of its Class B common stock. The Company
owns and operates the transmission system constructed to transport
power under the terms of a contract, administered by the Vermont
Public Service Board ("PSB"), with the State of Vermont.

The transmission contract with the State provides, among
other things, for the Company to earn an annual return on its
transmission operations equal to 6% of the par value of the Class A
common stock and 8% of the par value of the Class B common stock.
These defined earnings are distributed annually as dividends to the
Company's stockholders. The Company earns no return from its other
activities which include the Company's function as ag- ¢ in the
purchase, sale and transmission of power under contracts with other
Vermont utilities.

(2) Summary of Significant Accounting Policies

Depreciation and Amortization

All of the Company's depreciable utility plant has been
financed through sales of first mortgage bonds. The remaining
utility plant has been financed through sales of common stock. The
Company's contract with the State of Vermont provides for funding
the amortization of first mortgage bonds. In accordance with these
provisions, the Company utilizes the sinking fund method of
depreciation for recovering the cost of utility plant. Depreciation
and amortization are recorded as operating expenses in amounts
equivalent to payments made to satisf’ sinking fund requirements of
the bonds over periods ranging from 15 to 30 years.

Maintenance

Maintenance and repairs are charged to operating expenses
and include replacements of less than retirement units.
Replacements of retirement units and betterments are charged to
utility plant. The original cost of units retired and the cost of
removal thereof, less salvage, are charged to accumulated
depreciation and amortization.
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VERMONT ELECTRIC POWER COMPANY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1980, 1979 AND 1978

(Continued)

(2) Summary of Significant Accounting Policies (Continued)

s St g iy

Allowance for Funds Used During Coastruction (AFUDC)

AFUDC is the estimated cost, during the period of
construction, of funds used for the construction program. Such
allowance is not realized in cash currently but will be recovered in
the futur> in the form of increased revenue collected as a result of
depreciation expense .ecorded utilizing the method described above.
The Company capitalized AFUDC at annual rates of 11.4% in 1980, 9.7%
in 1979 and 9.2% in 1978.

For other significant accounting policies, see the
following Notes:

Note 5 - Expenditures for Site Location Studies and
Fiture Transmission Facilities

Note 6 - Expenditures for Seabrook Nuclear Project

Note 7 - Federal Income Taxes

Note 8 -~ Employee Benefits

(3) First Mortgage Bonds

The First Mortgege Bonds are secured by a first mor:gage
li-.n on the Company's utility plant. The bonds to be retired within
the next five years will amount to $1,646,000 in 1981, $1,785,000 in
1982, $1,938,000 in 1983, $2,104,000 in 1984 and $2,289,000 in 1985.

The terms of the indenture, as supplemented, under which
the F.rst Mortgage Bonds were issued, require that tntal
stockholders' investment and indebtedness of the Company
subordinated to the First Mortgage Bonds must equal at least
one-ninth of the aggregate principal amounts of the bonds
outstanding or $4,960,0C) as of December 31, 1980.

)
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. VERMONT ELECTRIC POWER COMPANY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, )980, 1979 AND 1978

(Cont inued)

(4) Notes Payable to Banks

The Company uses short-term borrowings under lines of
credit agreements with two banks to provide interim financing of up
to $2,000,000 for plant construction. The Company had borrowings
under these lines as of December 31, 198. of $900,000. As part of
these agreements, the Company maintains average compensating
balances equal to 7-1/2% of credit lines available, and an
additional 7-1/2% of outstanding borrowings, if any.

Information regarding notes payable to bLanks for 1980,
1979 and 1978 is as follows:

1980 1979 1978
' Notes Outstanding-

Amount at year-end $ 900,000 $ - $10,000,000
Average daily borrowings 237,158 235,068 9,719,000
Maximum amount based on

month-end balances 1,250,000 - 10,000,000
Weighted Average Interest
Rate-
Year-end 14.50% - 12.21%
Daily average 14.39% 12.38% 9.47%

(5) Expenditures for Site Location Studies
and Future Transmission Facilities

The Company had engaged in studies to evaluate proposed
generating plant sites in Vermont. 1In 1974, as a result of lower
than expected load growth forecasts, it was determined not to
proceed with these studies. With the approval of the PSB, the costs

" incurred for these studies have been amortized to expense over a
five-year period ending December 31, 1980.

During the early 1970's, projects for the planned expansion of
the Company's transmission system resulted in expenditures for land,
rights-of-wisy and engineering studies. As a result of lower than

. expected load growth, the originally anticipated dates of
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VERMONT ELECTRIC POWER COMPANY, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1980, 1979 AND 1978

(Continued)

{5) Expenditures for Site Location Studies
and Future Transmission Facilities (Continued)

completion for those projects have been postponed. .in late 1978,
the Compa:’ began amortizing the costs of these facilities for which
there were no definite plans for comnletion. The amounts amortized
were $28,006 in 1978, $271,007 in 1979 and $216,483 in 198C. The
Company plans to charge the remaining $284,922 of expenditures to
operating expenses in 1981,

(6) Expenditures for Seabrook Nuclear Project

In November 1980, the Company sold its investment in the
Seabrook Nuclear Project to another Vermont utility at its book
value of approximately $1,730,000, including approximately $322,000
of allowance for funds used during construction.

This sale resulted in a gain for income tax purposes equal
to the allowance for funds used during construction, capitalized for
financial reporting purposes but deducted for income tax purposer.
As the Company provides for income taxes based upon taxable income
rather than book income, the income tax provision in 1980 is
increased to provide .or this gain.

(7) Federal Income Taxes

The Company computes its Federal income tax expense by
applying the statutory rate to its taxable income, in accordance
with the rate-making practices followed by the PSB with respect to
the Company. The tax effects of all timing differences (diffe-ences
batween the periods in which transactions affect pretax income in
the financial statements and the periods in which they affect the
determination of income subhject to tax) are flowed through for both
accounting and billing purposes. The Company expects that the
unrecorded costs, arising from the tax effects of these timing
differences, will be recovered in the future when the timing
differences reverse and the related taxes become payable.
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VERMONT ELECTRIC POWER COMPANY,

INC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1980 ] ! 1978

Federal and in 1980 and 1979 1is

as follows:

1979

Federal
State

] 19 50 $143,457

In 1978, utlization of net operating loss carryforwards
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