=

A HAND DE

oY
L




Wwrehy

Consulting

e

A




THE STATE OF NEW HAMPSHIRE
NUCLEAR DECOMMISSIONING FINANCING COMMITTEE

Re: Seabrook Decommissioning Pund

Docket No. NDFC-91-1

SUPPLEMENTARY RESPONSE OF IRVING E. CANNER TO
DATA REQUEST IEC.) OF THE OFFICE OF CONSUME): ADVOCATE (OCA) SET )



QCA SET 3

IEC-1 HAVE THERE BEEN ARY PAYMENT PROLLEME ANTICIPATED DUE T0 THE
BANKRUPTCIES OF THE N¥W HAMPSHILE ELECTRIC COOPERATIVE, BUA
POWER OR PSNH? PLEASE EXPLAIN,

SUPPLEMENTARY The responee to this deta request dated June 18,1941 indicated

RESPONSE : that New Hampihire VMlectric Cooperative (NHEC) was deficient
by §1,224 in their obligations .o the decommissioning fund.
That deficiency has now been psid and New Hampshire Yankee
(NHY) is not aware of any futurs difficulties that NHEC may
incur in setisfying, 4n full, thelr future funding obligations
to the Decommissioning Master Fund.

With respect to EUA Power Corpordtion bankruptey proceedings,
please see the attached letter NHY issued to the Nuclear
Regulatory Commisoion (NRC) on Aigust 15, 1961, It forwarded
to the NRC a Form 10-Q dated August 13, 1991 filed by FUA Power
with the Security Exchange Comn.ssion (SEC). The Porm 10-Q
states that FUA Power has advisid the Bankruptcy Court that
it will not be able to meet its monthly payment obligations
to the Seabrook project beginnirg September 1 1991 and that
it has not determined what part, {f any, of its Asgust payment
will be made. Subsequent to the EUA Power filing to the SEC,
they made a partial payment of {300,000 to the project.

The current status 1s that EUA Prwer has meet its obligations
to the decommiseioning fund for fugust 1991 and an arrangement
has been proposed with other Seabrook Joint Owmers, subject
to Bankruptcy Court approval, t assure adequate funding of

ite share of project costs thercaftrer.

PSNH continuee to satisfy, in full, their funding cbligations

to the project.
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iJalud States Nuzlear Commission
Attention: Document Cootrol Desk

ce!

M:. Thomss T, Martin

Regions! Adminiiirstor

United States Nuclear Regulatory Commistion
Region 1

475 Allendale Re 4

King of Prussia, PA 19406

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

Divisico of Resctor Projects

U.S. Nuclear Regulstory Commission
Washington, DC 20555

Mr. Noel Dudley

NRC Scoior Resident lospector
P.0O. Box 1149

Seabrook, NH (03874

August 15, 1991
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(Unaudited)

U"";f) Yhm in Service
T Accunmisted Provisiod for
Net Utllity Plast in Servioe
Coustruction Work in Progress
Net Utility Plaat
Current Asscls
Cash apd Tezuponry Cash lovestinenls
Notes Reoeivable
Accounts Receivable, Ne
Materials and Supphes
Other Currcnt Assats
Tota! Correat Assets
Deferred Debits
E xtreordisary Froperty Losses
Other Deferred Debits s »i Now
Total Deferred Debits
Tota] Assels

LIABILITIES AND CAPTTALIZ
Capitabzsbon
Common Shares, $5 Par Valoe
Other Paid-1a Capital (Note €
Commaon Sharc Lxpense
Retained Earnings (since June 3

tr which a deficit of $50

Uo

Total Common Equity

Frx‘.-d’-m::nue Preferted Slock
Redecmable Preferred Stock
Loog~Term Debt (Less € “urrent Matunes
Total € zwz.x:mw
Current Lisbilities:
Current Maturities of Loug
Notes Plﬂbk
Preferred Stock Smking ¥ o
Aceotnts Pavable
Taxes Accruad
Liatlility for EUA Powe
Intete st Accraed
Other Current Liabilities
Total Current Liabilities
A conmulated Deferred Taxes, Defoired Crea
Other Noo-Current Lisbilibes
Commitments xnd Lc"-v-;—«mxu (Notc T
Total Liabilities and Capiiaiization
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EUA POWER CORPORAVION
CONDENSED STATLMENT OF INCOME

Mebtor in Potsession)

1o Thousands)

(Unxndited)

(Operating Reveoues
Opensting Expouses

god Decommistioning

Income {Credit)

Deferred (Credit

Total

Operting (1oss) Incotme

Otber Income and (Deductims) = Net

P -

(Lots) Income Befure Iuterest Ladrges
Interest Charges
Interest oo Loug-Term Debt (Contractord
Expense for the thres mouid and s
ended Jume 30, 1991 was §12,600
respectively, Note K)
Other loterest Expense (Contrsctual
for the three month and six wonth periads & ad
June 30, 1991 was $215.760 god $897,221, respeciively,
Nete B)

Total Interest Charges {Credit

. )
Interest Expense

(Loss) After loterest Charges
Preferred Dividend Roquirements
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EUA POWER CORPORATION
CONDENSED §1 ATEMENT OF CASH FLOWS
(Debtor in Possession)

(s Thousands)

(Unandited)

CAS] FLOW FROM OPERATING ACTTY

(Loss) Afer loterest Charpes
Adjustwen's W Reconcile (1.oss) After Interest (2
1o Net Cash Provided from Operating Activil
Depreciaton and Amortization
Amorazation of Nucler Fusl
fovestment Tax Credit = Nat
De ferred Toxes
llowance for Funds Used Duripg Construcho
Decommissioning Fund
Other = Ned
Change in Operating Assels anc Liabilitles
Net Cash Provided From (Used 1n) Operatis
INVESTMENT IN PLANT

Coostruction Expendibures

Net Cash (Used in) Investment

CASK FLOW FROM FINANCI

lesugnces:

Preferred Stock

Finsocing Experass

Net Increass in Short-Term Debt
Net Cash Provided From Fimagciog AcTvites
Net Inerease (Decrease) in Cash
Cash sod Teporary Cash Tuves! “euts 3t

Begimxing of Peried

Cash gnd Temporary Cash Iuvestments al

Ead of Period

Cash paid during the pariod for:
Interest

Incowme Taxes (Refund)
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EUA POWER CORPORATION
NOTES T0 TOUENGED FOGICIAL STATEMENTS

The accamparrying Nc;tas ghould be read in conjunction with the Notes to Finen-
cial Statements appearing in the EUA Power Corporation (EUA Power or the Conpany)
1990 Armraal Report on Form 10-K and the March 31, 1991 EUA Power Form 10-Q,

Note A ~

Note B -

In the opinion of the Coxpany, the ace g unridited condensed
firuncial statements present fairly the financial position of the Cameny
es of June 30, 1991 end Decexzber 31, 1990, and the results of operations
for the three and six months ended June 30, 1931 &d caeh flows for the
six months ended June 30, 1991 and 1990,

Or Februaxy 28, 1991, FUA Power filed a voluntary petition in the United
States Bernlouptey Couxt for the District of Yew Fapshire (Baﬂmgg:cv
Court) for protection under Chapter 11 of the Federal Bankrumtey Code
(Baleruptcy Code). On March 29, 1991, EUA Powes emoimced that it had
provided an izpairment reserve in 1930 egainst its investment in Sezbrock
Udt 1 (Unit 1). The Coopany restated {ts finzncizl statements with

to the amomt of Allowance for Punds Used Duzing Comstruction

recnrded during the first three quaxters of 1950, recducing such amownt to
zero. (See Other hatters under Note B - Commirmments ané Contingencies).

Cormitments and Contingencies:
BANKRUPTCY PROCEEDING

As a result of its February 28, 1991 Chapter 11 filing, EUA Power is now
cperating its business es a debtor-in-possessien and will endeaver to
develop or sm a plan o.f T aization which would enzble {t to
energe from b ptcy on & financdally wvisble besis (alth managerent
of the Corpany carmot predict the timing or likelinood of developing such
a plan), On July 2, 1%91, the Benkruptey Cowr: termineted EUA Power's
exclusivity period with respect to filing such plan. The officially

pointed Bondholders Comnittee, representing the holders of the Series B
Secured Notes and Series C Secured Notes has indicated that it may file a
plan of recrganization which would corvert the Series B and Series €

Secured Notes into suhetantially all of the equity of the Compeny. EUA
Fower camot predict whetior

such a plan, if filed, would be confirmmed by
_the Barlaruptey Court.

.heve the right to move the coxt for relief fron the stay.

Under Chapter 11, certain claims against EUA Power in existence prior to
the filing of the petition for relief under the federal b

barkruptey laws
are stayed while L‘JA' Power continmues business operations as de‘btor-izx-pos-
session., These claims are reflected in the Jume 30, 1991, balance sheet

as "liabiliries subject to compromdse." Additionzl claims (liabilities
subject to compramise) may axise subsequent to the filing date resulting
from rejection of executory contracts, including leases, and from the
determination by the Bankxuptey Court .(or agreed to by parties in
{nterest) of elloved claizs “or contingencies and other disputed
gounts. Enforcememt of claims secured by certzin of EUA Fower's assets
(secured claims) also are stayed, although the holders of such claims

Secuxed
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ot B « Commitments ad Contingencies -+ (Contimsed)

effecriveness of its operating license, On January 25, 1991, the Court
of Appeals rejected a challenge to the NRC {ssuance of the full power
operating license for Unit 1. The Massachusetts Attormey General has
filed a petition for a vrit of certiorari with the United States Supreve
Coxt, asking the court to review the Court of Appeals decision. The NRC

tas filed a wotiom mﬁuz Supreme Court review, The Supreme Court is
ather

-y ted to act on or mot to review the decision in October of
1991,

In May, 1991, the Inspectov Ceneral of the NRC md a Congressional
oversight comittee conducted an {rvestigation of Unit 1 weld packages.
The questioned the quelity of the radiographs of six welds, The
Congressional overeight comuittee is also investigeting whethe  the NRC
had en adequate b is for issuing en cperati 1ieenee for Unit 1 end
whether the NRC's o .reight of Unit 1 has been adequste.

Tre final issuve pending before an NRC adjudicatery board irvolves the

adequacy of the eabrook emergency response progran. EUA Power carmot

predict the course or outcome of any of these pruceedings but dees rot

beligve that any is 1ikely to have & permenent adverse iwpdst on the Unit-
1 cperating license.

Uncertainties Regarding Nuclear Plentsi

Seabrock Joint Owners are subject to the risk thet one of thelr mrber
way be usable or wwiliing to finance its shave of the project's costs,
tus jeopardizing contisues operetion of the project. Om Febmuar 28,
1991, EUA Power, & 12,11 owmer of the Seabrock project, filec for
otection under Chapter 11 of the Bakruptcy Code. On May 6, 1991, New
hire FElectric Cooperative, Ine, & 2,21 owner of the Seabrook
projec, wmounced that it had f1led for Chspter 11 bandxuptey
otection. On May 17, 1991, the Public Service y of New
pshire, which has & 35.61 interest in Seabrook end which had filel for
provection from its creditors wider Chapter 11 in Jamiry 1988, raerged
fram bankruptcy, EUA Power camot predict the u! .mate oulcama OF
effects of eny of these banknptey proceedings.

Seabrook Joint Ownership Agreement:

FUA Power is required under the JOA to pay its share of Unit 1

expenditures including without limitatiem retions and maintenance
expenses, construction end nuclear fuel expenditures and decommdssioning

costs, regardless of Unit 1's cperations. Under certain circunstances, &

failure by EUA Power to make its vonthly pavments under the JOA could

adversely affect its entitieent in Unit 1. " EU4 Power has advised the
- Bankxruptey Court that begiming September 1, 1991 it will not be able to
meet its monthly payments representing its share of Seabrook costs.

Pover has not detexmined whether it will be sble to pay all or amy pat
of its share of Sebrock August 1991 costs. FEUA Pewer's ability to pay
costs depends on’ whether it can gell its ghare of Seabreck's output &t
prices adequate to Ppay its cash costs or whether it can arrange for
debtor-in-possession financing. On July 25, 1991, Unit 1 was shut dom
for a refueling period which is expected to last eppruximately 65 days.



¢ ca B ~ Couitments snd Contingencies == (Contirmaed)

Since EUA Power will not genercte any revenues daring the refueling
pﬁe:iod. it does not expect to pay of its share of Seabrook costs for

balance of the refueling period unless it is ashle to secure
debtor-in-possesgion fLinancing. The Coopany's ability to pay costs
subsequent to this ocutage depends on its ability to sell its s

4 e of
Seabrook's ocutput at prices sufficient to cover its cash costs or its

ability to secuxe debter-in-possession financing.  (See Bankxupte
Proceeding above) . ’ 4

SEABROCK. UNIT 2

EUA Power also has a 12.11 Owmership interest in Sesbrook Unit 2 (Thde
'2), On Novesber €, 1986, the joint owners of Sesbrook, recognizing that
Unit 2 had been cencelled, voted to dispose of the Unit. Flans regarding
disposition of Unit 2 are mow \mder consideration, but have pot teen
inalized and approved. EUA Power is uneble, therefore, to estizate the
costs for which it would be respemsible in comection with the
disposition of Unit 2. Monthly charges ave yequired to be peid by EUA
Pm WiCh I‘&Sp@ct to UX‘.:’-C 2 in order to meser\)e mc‘ }-":‘Ci'cﬁct its
components and various werzventies. A

OT TR MATTERS
accoanting Changes:
In 1990, EUA Power acopted Finan

¢ial Accumting Stendard No. 96 (FAS 86)
“aceomting for Incamne Taxes'. As & result, accumilatnd deferved texes
inciude approximetely $8.8 zillion related to ceferred taxes esteblished
at rates higher than the cuoyent statutory yate, ECGA Power has deferred
recognition of these &mownts in income pending the cutcame of signing
lorg-term power sales comtracts and the ultimate determination @s to
whether this amamt will be refinded to customers.

On May 1, 1991 EUA Power emounced that it would restate it firamcial
stztements with respect to the amunt of Allewance for Funds Used During
Construction (AFUDC) recorded in 1988 and 1969 in excess of the nen-cash
interest expense and all AFUDC recorded in the first three quarters of
1950, This action by EUA Power followed the receipt by Eastexn Utilities
Associates (EUA) of & lerwer from Coopers & lybrand, the independent

euditors for FUA and EUA Power, in which Coopere & Lyorand stated 'We
have concluded that the fir

ancial statements for the years ended Decesber
31, 1988 and 1989 ehould be restated for the sount of AFUDC recorded in
the income statement In E€XCEsS of the non-cash interest expense and,
accordingly, our previously jssued opinions on such finencial etatemants
may no longer be ralied v "' The financiel statements included herein
have been restated accordingly. As a result of such restatement, TUA
Power deferved epproxizetely $73,390,000 of AFUDC-debt with respect o
' the periods in questiom.

SEC Review:

. The SEC is conducting a review of FUA Yower's Armual Report om Form 10-F

for the year anded December 21, 1989 and subsequent Quarterly Reports om



m B - Conritments and Contingencies -~ (Contimued)

Form 10-Q. The staff of the Division (£ Corporation Finsnce has ralsed
certein questions prineipally regarding the sccomnting for the
miulized fimmiré costs related to EUA Power's investment in Seabrook

¢t 1 and the effect which recording such aounts had on veported
earnings for 1990, 1989 end 1988, FEUA Power has been savised that the
matter has been transferved to SEC's Division of Enforcemant and that
they are conducting an informal rveview, EUA Power has responded to the
inquiries of that civision. :

On May 15, 1991 EUA Power restated its financiel staterents with respect
to the amont of AFUDC recorded in 1988 and 1989 in excess of the
nen-cash interest expense and 21l AFUDC recorded in the £irst three
quarters of 1950 as @ result of a letter received by EUA from Coopers &
Lybrand, the independent uditor for FUA and EUA Power. Such restatexent
was intended to address several issues raised by the SEC. Fowever, EUA
Power carmot predict the cutcome of the SEC's review, The SEC could
require that EUA Fower further restate its firencial statements for the
years ended December 31, 1990, 1989 or 1988 or for ey quarterly period
guring such years. Menagement camot predict whether such a further
restatememt, if ey, W d result in a materia)l chenge to amownts
reflected in its 1990 Ralance Sheet or the cuulative veported income and
losses for the three year period then ended.

EUA Power believes its restated financial statezents hzve been prepeved
in sccordance with generelly sccepted accomting principles end present
fairly the financiai position and resulte of cperations of EUA Power,

Jten 2. Manzgement 's Discussion and Anal
o1 UDerations

sis of Finacial Condition and Results

Results of Operation

The financial statemsnts for the first three quarters of 1990 have been
restated from amounts previocusly repoz;tad relating to the emount of allowance for
funds used during construction (AFUDC) rvecorded in the fisst three quarrers of

1990.

Seabrook Unit 1 (Unit 1) coomenced commercial operation on August 19, 1990,
consequently there are no results of cperations prior to this date. EUA Power
rerrted a net loss, before preferred dividend requiremenr, of &p roximately $2.9
o end $10.2 milliom for gecond quarter and &ix wonths ended hme 30, 1951,
respectively, compared with a net loss of roximately $8.5 million and $16.9
million (as restated) for the same periods in 1990. The principal reason for the
net loss in both pericds of 1991 relares to short-temm r sales of EUA Power's
entitlement from Unit 1 &t prices substantially belewr actual operations,
meintenance and capital-zelated costs. Begirming February 28, 1991, the date EUA
Power filed for protection under Chapter 1l of the Bemlkeuptcy Code, FUA Power
cezsed to acciue i,ntenstl mmall i\c; debt s§cu§i§ées. The net loss for botl'zx

ode of 1990 is primaxily oue TO the accrual © terest expense on the 17-1/2
ps:ées B Secured Notes cue May 15, 1993 #nd the 17-1/21 Series C Secwred Notes due
Novesber 15, 1992 (together, the Notes) and the deferrel of AFUDC ~ Debt.
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EERVICE LIST 91=-1

Senator Clesson J. Blaisdell
Senate Finance Committee
Room 120 = State House
Concord, NH 03301

Rep Elizabeth Hager

Che irman, Appropriations Comm.
Room 100 -~ State House
Concord, N.H, 03301

Georgie Thomas

State Treasurer

Room 121 ~ State House Annex
Concord, NH 03301

Harry H: Bird, M.D,
Commissioner

Health & Welfare Dept.
Hazen Drive

Concord, NH 03301

Richard M., Flynn, Commissioner
Department of Safety

James H. Hayes Bldg.

Hazen Drive

Concord, NH 03301

William F, Boyle
463 New Zealand Road
Seabrook NH 03874

Mr. Robert W. Romer
N.H., Yankee Corporation
Seabrook Station

P.0., Box 300

Seabrook NH 03874

Larry M. Smukler, Chairman
N.H. Public Utilities Comm.
8 0ld Suncook Road
Concerd. NH 03301

Mr. Winslow Melvin
88 Pleasant Street
Concord, NH 023301

Alexander J. Kalinski, Esquire
1436 Elm Street

P.O, Box 1136

Manchester, NH 03105
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Wynn Arnold,

Executive Director and Secretary
N.H. Public Utilities Comm,

8 0ld Suncook Road

Concord, NH 03301

Audrey Zibelman, Esquire
N.H. Public Utilities Comm.
& 01ld Suncook Road

Concord, NH 03301

Michael Holmes, Esquire
Office of Consumer Advocate
Public Utilities Commission
8 0ld Suncock Road

Concord, NH 03301

Harcld T. Judd, Esquire
Assistant Artorney General
Attorney General’s Office
25 Capitel Street

Concord, NE 03301-6307

Robert A. Backus, Esquire
116 Loweil Street

P.QO. Box 516

Manchester, NH 03105

Robert Cushing, Jr.
395 Winnacunnet Road
Hampton, NH (3842

Mary K. Metcalf

Seabrook Anti~Pollution League
5 Market Street

Portsmouth, NH 03801

Campaign for Ratepayers’ Rights
P.0. Box 563

Concord, NH 03301

Seabrook Selectmen’s Office
Seabrook Town Office
Seabrock NH 03874

Mr. John Crosier

Precidant

Buginess & Industry Association
122 No. Main Street

Concord, NH 03301
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Director of Nucleax
Reactor Regulation

Nuclear Regulatory Comm.

Washington, DC 20858

Shelley Nelkens
Box 164
Antrim, NH 03440

Victoria Turner
#124 -~ Box 253
Bennington, NH 03442

John G. Tuthill
P.O, Box 38
Lempster, NH 03606
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