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Washingten, D.C. 208585

Oear Dr., Murley!

We understand that Long leland Lighting Compary
(LILCO) woday is submitting a reguest for approval of its
decommissioning funding plan for Shoreham. The purpose of
this letter is tec explain the Public Service Commission's
approval of LILCO's recovery of decormissioning costs fron
ratepayers, which is consistent with the overall Shoerehanr
Settienment.

Under the Amended and Restated Asset Trarsfer
Agreement any the Site Cooperation and Reinbursement
Agreement, LILCO will transfer Shoreram to the Long Islend
Power Authority (LIPA), which in turn will decommission the
facility. The Site Agreement requires LTLCO to pay all
"costs attributable to Shoreham," whicn are essentially all
Cests incurred by LIPA or the New York bower Authority
(NYFA), as well as all "LILOO costs," which are costs
incurred by the utility in connestion with Shoyenam=related
activities contemplated by the agreements. LILID must remit
funds to LIPA-céntrol.ed accounts, which cover a three-ronth
cash flow projection of actual decommissioning and Shoreham=
related costs.

on June 7, 1%%0, :h:/Pu-‘ic service Commission
dpproved the 8ite Agreement. The Comnission's Order
found that LILCO's payrent of such costs vwas consistent with
the cverall sShorehan Settlerent and reimbursable frem

Vecase 50-E-0087, Qrdex Approving Petition.
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ratepaywrs., ™~ The
LILCO would be oblig

on explicitly ”0721’;761 that

the power authorities'

LY
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ed to pay
decomnissioning costs and that, unlike the Sg.ﬂafitf
invoiving a regulated utility, 1t weuld not have the legal
authority to assess the '"prudence" of such costs, But,
considering that the Shoreham Settlement resolved the

o

lengstanding controversy whi protecting LILCO's ratepayers
and the 3ite Agreement provides for Commission monitoring of
LIFA budgets, the Commission found that on balance the
fundin” plan was reascnable. Moreover, ever before approving
the Site Agreenent, he Commission'c had authorized LILCO's
egoveary )f AGtMAL (rather then "estimated" ¢r "proiegt
ecolmissioning costs under the fhoreham Settlement. *
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The current cost estimate of approximately $186
million, spread over a 27-month pericd, is a relatively small
fraction of LILCO's expected elec.ric revenues in tha period
For example, LILCO's electric revenues are forecast to be
approximately $5 billion for the periocd October 1, 1991
December 31, 1993 (the period of decommissioring), vhic
means that decommissioning costs would ba ¢ Jghtly moce then
it of LILCO's electric revenues.
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A Finally, LILCC's financial condi
proved undex the Shoreham Settlement, an
avccss to the financial markets. Moreover, .t
line of credit of $300 million, which coul” b
cCash energency.
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The Public Service Commission reains

or con ted %o Y
the effectuation of the shoreham Settlement, includ. w taking !
the steps necessary to ensure LILCO's access to and recovery
cf funds necessary for decommissioning. :
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WILLIAM 3. COWAN
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Genaral Counse)
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in Vpinion NO. 89-8, in Cases 29484 and BB-E=0R4 QRinisn
'I9 re K_Aaixiﬂana_ﬁgzssms;s_qn; Rate Plan, issued April 13
il 1989, the Commissicn approved the Shoreham Settlement and a
, no t . " ' - " .
\ Ra\o Moderation Agreement” that included a Lhree-year
aAckage of rate increases.
2 ﬂ-r " ,-)“' ~ ™ - £ oon X
! provision was set forth in the "Rate Modification
ngreen.*f "




