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I. Introduction

A. Summary

Pursuant to RSA 162-F, FPL Energy Seabrook, LLC (“FPLE Seabrook™), in its capacity
as managing agent of the Seabrook Nuclear Power Station (“Seabrook Station” or the “Plant”™)
hereby submits to the Nuclear Decommissioning Financing Committee (“NDFC” or the
“Committee”) the 2006 Annual Report of the Seabrook Station Decommissioning Trust
Performance and funding schedules for all joint owners of the Plant, the analysis for which was
prepared by Prime Buchholz & Associates (“Prime Buchholz”). See Attachment A.

Since the Committee’s Final Order in Docket No. 2005-1 issued on December 15, 2005,
and Order approving the appropriate funding schedules designed to achieve the targeted fund
balance at the time the funds are needed for decommissioning issued on December 22, 2005,
there have been no material changes to the cost to decommission the plant, earnings assumptions,
cost escalation, or the financial assumptions embedded in the funding schedules. The
Decommissioning Trust Fund (“Decommissioning Fund” or “Fund”) balance was lower than
projected in the funding schedules approved in Docket No. 2004-1, but performed approximately
as projected in the funding schedules recently approved by the Committee in December, 2005,
which continues to support the Committee’s guidance that the funding schedules should be
established using Fund balances that are as up to date as possible. Compare (projected year-end
Fund balance from NDFC 2005-1 Order of $341.1 million) with (actual, audited year-end Fund
balance of $339.5 million reported by Prime Buchholz).

As will be discussed in more detail below, the one significant change to the overall
decommissioning funding picture for the Plant is that the Nuclear Regulatory Commission
(*NRC”) has approved the Plant’s application for recapture, and thereby extended the Plant’s

operating license by 3.4 years, to March 15, 2030. A corresponding modification to the funding
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date would have a significant, and very positive, impact on the status of the Fund and the
contributions necessary to achieve the targeted Fund balance as of the funding date. In this
Annual Report, FPLE Seabrook, on behalf of all of the Joint Owners, requests that the
Committee approve a March 15, 2030 funding date and, consistent with prior orders from the
Committee, has submitted for approval funding schedules that are designed to achieve the
targeted Fund balance by the modified March, 2030 funding date.
B. Fundamental Assumptions
1. Plant Operation and Financial Assurances— No Changes
From an operations perspective, the Plant continues to run very well and the likelihood of
a premature shutdown continues to be very low. In the unlikely event such a shutdown occurs,
assurance that the ultimate obligation to decommission the Plant will be paid is backed soundly
and by different mechanisms. The minority owners’ share of the decommissioning cost is
backed by their customers/owners. FPLE Seabrook’s decommissioning obligation, backed by
FPL Group, Inc.’s (“FPL Group”) financial strength, provides additional assurance from both the
Fund balances and financial guarantees that each owner’s ultimate obligation to decommission
will be met.
2. Seabrook Ownership — No Changes
There have been no changes in the Seabrook ownership structure since the 2003

Application. The joint owners and their respective ownership shares are as follows:

FPLE Seabrook 88.22889%
Massachusetts Municipal Wholesale Electric Company 11.59340%
Taunton Municipal Lighting Plant 00.10034%
Hudson Light & Power Department 00.07737%
100%



3. Fund Investment Allocations

In the 2005 Annual Report and subsequent Stipulation of the Parties, FPLE Seabrook
reported that it intended to reach, by year-end 2006, a 65% allocation of its Fund balance to
equities. For the Committee’s information, FPLE Seabrook is on track to achieve that targeted
allocation by year-end 2006 and, at this point, intends to maintain that equity target percentage
through the operating life of the Plant.

MMWEC’s position on future financing remains as it was articulated in the Stipulation in
Docket No. 2005-1: MMWEC is moving toward a targeted 65% equity allocation by directing
75% of its contributions to equity investments. Depending on market conditions, MMWEC may
consider reallocation from the fixed income fund to arrive at the targeted 65% equity allocation
sooner. See Stipulation, §3.11.

Since the tast Annual Report, Taunton and Hudson have determined to move away from
an all-bonds portfolio to portfolios that include 30% in equity investments. Both intend to reach
these allocations through re-direction of future contributions and do not, at this time, envision the
transfer of funds from the bond accounts to achieve the targeted allocation. More specifically,
Taunton and Hudson have directed that 100% and 75%, respectively, of their future
contributions should be invested in equities until the targeted equity altocations are achieved.
Consistent with the existing funding schedules approved by the Committee, the proposed
funding schedules (see Attachment D), incorporate these moves to higher equity allocations.

4. Funding Date — Request for Modification to March, 2030

On March 28, 2005, FPLE Seabrook filed with the Nuclear Regulatory Commission

(“NRC”) for approval of recapture of the zero-power and low-power testing period during which

the Plant was licensed, but not operating. By letter dated December 28, 2005, the NRC approved




FPLE Seabrook’s request and extended the operating license for the Plant by 3.4 years, to March
15, 2030. See Attachment B. As set forth below, consistent with the Committee’s prior
decisions, FPLE Seabrook requests that the Committee set the funding date to correspond to the
March 15, 2030 license life of the Plant.

The applicable legislation defines the funding date as “the date established by the
committee at which time the fund shall have sufficient moneys to complete decommissioning.”
See RSA 162-F:14, VII; see also 162-F:19, 11l. The decommissioning activities begin in earnest
following the shutdown of the Plant and, accordingly, it made sense for the Committee to
establish the funding dafe to correspond with the Plant’s operating license; that is, at the time the
Plant shuts down, there must be dollars in the Decommissioning Fund which, together with
eamnings, are sufficient to fund the cost of decommissioning the Plant. See, e.g., Final Report
and Order, NDFC Docket No. 2003-1, p.37 (“The NDFC has the responsibility of ensuring that
adequate funds are available to meet all decommissioning costs at the time Seabrook Station is
promptly decommissioned at the end of its useful life.”).

The same logic makes sense today. The dollars to decommission the Plant are needed at
the current end of the Plant’s operating life: March, 2030. Accordingly, FPLE Seabrook
requests that the Committee modify the funding date from October, 2026 to March, 2030.

In anticipation of the NRC approving FPLE Seabrook’s request for recapture of the low
power testing period, FPLE Seabrook has in prior filings subfnitted examples of the impact of
modifying the funding date to March, 2030. To provide the Committee with that same
comparison, FPLE Seabrook requested for this filing that Prime Buchholz prepare schedules
assumning both (1) the current funding date (October, 2026} (see Attachment C, hereto), and (2} a

funding date that corresponds to the approved license life (March, 2030) (see Attachment D),



For purposes of clarity, Attachment D is the schedule that incorporates the assumptions that
FPLE Seabrook proposes the Committee approve for use for contributions to be made beginning
in calendar year 2007. |

As FPLE Seabrook has previously reported, the impact of the change in the Plant’s
operating license, assuming a corresponding change to the funding date, has a substantial impact
on annual contributions. As the owner of more than an 88% interest in the Seabrook Station, the
butk of the decommissioning expenditures will be paid out of FPLE Seabrook's
decommissioning trust fund accounts. As such, in meeting the Committee’s goal of assuring that
adequate funds are available to decommission the Plant, perhaps far more important to the
Committee than the impact on current year contributions is the significant change in the status of
FPLE Seabrook’s funding level.

More specifically, if the funding date is modified to correspond to the new license date,
the additional earnings on peaking fund balances (i.e., eamings on the Fund balance from 2026-
2030) means that FPLE Seabrook’s portion of the decommissioning obligation is already over-
funded by more than $625 million. See Attachment D, p.4 (reflecting that, with no further
contributions by FPLE Seabrook, there will be in excess of $628 million remaining in FPLE
Seabrook’s decommissioning trust accounts after all decommissioning expenses have been paid).
The amount of over-funding would obviously increase exponentially if the Plant obtains a 20-
year license extension, but it is noteworthy that, absent a premature permanent cessation of
operations, approval of the recapture application means that 100% of FPLE Seabrook’s
decommissioning obligations are already fully-funded and, indeed, over-funded by more than

$625 million.



5. The NRC’s Approval Of FPLE Seabrook’s Recapture Application
And Corresponding Extension Of The Plant’s Operating License To
March, 2030 Should Impact The Contributions To The Funding
Assurance Escrow.

Due to erroneous deposits made to the Fund that should have been deposited into the
escrow accounts, the 2005 year-end balance in the funding assurance escrow accounts was $4.1
million, approximately $800,000 less than projected in the Committee’s Order No. 2 in Docket
No. 2004-1. Corrective transfers from the Decommissioning Fund to the escrow accounts will
be made as soon as authorized by the Committee. In addition, contributions from October-
December, 2006 will be $3.4 million under the Order from the Committee in Docket No. 2005-1,
which together with eamings, results in a projected year-end 2006 escrow balance of
approximately $8.6 million. The 2006 year-end escrow balances for the individual Joint Owners

are projected to be as follows:

FPLE Seabrook $6,357,758

MMWEC $2,140,581
Taunton $ 30,880
Hudson $ 23,683
Total $8,552,902

The purpose of the funding assurance escrow is to provide a means of ensuring that
decommissioning is adequately funded, but avoiding over funding that may result in hundreds of
millions (or perhaps billions) of dollars being tied up unnecessarily for decades in a
decommissioning trust fund pending completion of all decommissioning activities. See, e.g.,
Final Report and Order, NDFC Docket No. 2003-1, p.37; see also Attachment D (proposed
funding schedules). One of the main considerations favoring use of a funding assurance escrow
was the thought that it was likely that FPLE Seabrook would seek, and gain approval of, license
recapture from the NRC:

The concept of dividing contributions between the Decommissioning Trust and
the escrow account is acceptable and will be used because, while the evidence



addressed in this proceeding supports the overall contribution level, there is some
basis to expect changes, such as license recapture, that would diminish the need
for that level of contribution. Nonetheless, the record in this case is insufficient to
adopt a lower level of contributions because the recapture at present is a mere
expectation and timing is unknown.

(Id., p.4l.)

The Committee made clear in the Final Report and Order in Docket No. 2003-1, and in
subsequent orders, that the decision whether to release funds from the escrow accounts will
involve all factors relevant to the Committee’s obligation to ensure adequate funding for
decommissioning, and is within its sole discretion. Because of the impact of recapture on
necessary funding levels, however, when approving the use of a funding assurance escrow in
Docket No. 2003-1, the Committee included recapture as an important milestone for the
Committee’s consideration of a request to release escrow funds to one or more of the Joint
Owners:

While the Committee is unwilling to establish a definitive criterion for release of

funds from the escrow account, either progress towards meeting the total funding

of decommissioning costs or Seabrook Station receiving NRC approval of the

recapture period will be a significant factor the Committee will consider when
determining the distribution of the escrow account.

(Id., p.43)

The Final Report and Order in Docket No. 2003-1 contemplated that the Joint Owners
could seek release of the escrow funds upon NRC approval of the recapture period. Id., p.44 (“If
the Committee does not release funds from the escrow as a result of the Seabrook Station
receiving approval of license recapture or for some other reason, the escrow account will be
terminated after the conclusion of the next comprehensive review by the NDFC, which is
expected to be conducted in 2007."). Notwithstanding this contemplation, and the fact that
FPLE Seabrook is, with modification of the funding date to March 2030, already over-funded,

the Joint Owners do not herein request release of the dollars in the escrow accounts. Rather,



while obtaining recapture should, as the Committee has previously stated, remain a material
consideration to the determination of whether funds should be released from the escrow
accounts, the Joint Owners propose that the escrow funds should remain in place and that the
Committee consider whether to release some or all of the escrow funds during the 2007
comprehensive review.

While FPLE Seabrook is not at this time requesting release of the escrow funds, in
addition to overcoming one of the hurdles the Committee has deemed important, the extension of
the operating license to 2030 has a significant impact on necessary funding levels. Indeed, as set
forth above, without making any additional contributions, FPLE Seabrook’s decommissioning
accounts are already over-funded by more than $625 million. As such, contributing an increased
amount to the funding assurance escrow accounts in 2007, as the Joint Owners will in 2006,
would be counterintuitive (i.e., now that the Plant’s operating license has been extended, it is
counterintuitive to increase the amounts contributed to the escrow accounts when one of the
significant factors for release of those funds has been achieved). Instead, the Joint Owners
propose that contributions to the escrow accounts for 2007 should be set at 25% of each owner’s
funding calculation, as envisioned by the Committee in the orders flowing from Docket Nos.
2003-1 and 2004-1.

As noted above, FPLE Seabrook anticipates addressing the propriety of releasing the
escrow funds when the cost to decommission the Plant is updated in the 4-year review in 2007,
but suggests that enhanced contributions to the funding assurance escrow are not warranted,

particularly for FPLE Seabrook given its already significantly over-funded position.



6. The Joint Owners Continue to Make Significant Progress Toward
Fund Balance to Target Cost Goals

As noted above, the Committee in the Final Report and Order in Docket No. 2003-1 also
identified achieving certain fund balance to target decommissioning costs as a consideration for
the release of funds in the escrow accounts. In that Order, the Committee’s expectation was that,
by year-end 2007, the fund balance would be 57% of the projected decommissioning cost. To
reflect a realignment of fund balances and projected decommissioning costs, that percentage was
reduced to a 55.5% targeted fund balance to projected decommissioning cost in Docket No.
2004-1. See Final Report and Order, NDFC Docket No. 2004-1, p.11.

In Docket No. 2005-1, the Committee approved changes to the investments during the so-
called tail period, permitting a modest level of investments in equities and bonds in light of the
significant duration of the decommissioning period. Those changes led to a reduction in the
level of contributions to the Decommissioning Fund (to approximately $2.6 million} and, based
on the suggestion of the Joint Owners, the amounts contributed to the escrow accounts for 2006
were increased (to approximately $3.4 million). The reduction in contributions to the
Decommissioning Fund approved by the Committee in the Final Report and Order in Docket No.
2005-1 resulted in a then-projected Fund balance to target cost percentage for year-end 2007 of
54.5% (projected Fund balance of $398,259,696/ projected cost of $731,207,776).

Because, relative to the other Joint Owners, FPLE Seabrook is “ahead” of the funding
curve, even with these reductions in contribution levels, FPLE Seabrook’s Fund balance to target
cost by year-end 2007 under the schedule approved by the Committee in Docket No. 2005-1 is
actually projected to exceed the 2007 year-end target established by the Committee and reach

approximately 56.8% (ie., projected Fund balance of $366,319,175/projected share of



decommissioning cost of $645,136,504) and remains projected to be over 57.1% using the
current proposed schedule (see Attachment D, p.4).

Although perhaps a helpful snapshot, the current projections are of somewhat limited use
because, unless both the Fund performance and the targeted decommissioning cost remain
precisely as projected, the Fund-balance-to-target-cost projection percentage as of December 31,
2007 is as yet unknown. Most particularly, pursuant to the Committee’s Final Report and Order
in Docket No. 2005-1, FPLE Seabrook will be filing in February, 2007 the 4-year comprehensive
review during which the Committee will establish the projected cost to decommission the Plant,
It is obviously unknown presently whether the decommissioning cost established in the
upcoming 4-year review will be higher or lower than the current projected 2007 year-end
decommissioning cost of $731,207,776, but as the denominator in the equation, the updated cost
determination will have a significant impact on the calculated Fund-balance-to-target-cost-
percentage.

FPLE Seabrook respectfully requests that the Committee approve the payment schedule
proposed for each Joint Owner (Attachment D}, and payments into the funding assurance escrow
accounts (Attachment E), as presented in Section VIII below. What follows is the additional
information that supports this application.

IL. Plant Performance Since Acquisition by FPLE Seabrook.

A. Operational Performance

The Seabrook plant continues to run very well since FPLE Seabrook’s acquisition. The
unit capacity factor in the operating cycles between refueling outages is a good indicator of plant

performance in that it reflects the total amount of generation actually produced in a given cycle
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in comparison to the plant’s rated capacity times the number of potential hours of operation
during that same period.

Since the acquisition by FPLE Seabrook, the Plant has achieved an average capacity
factor of 94.0% for the period from 2003 through 2005. Over its last completed operating cycle
(cycle 10), running from October 2003 until the shutdown for the refueling outage on March 31,
2005, the Plant achieved a capacity factor of 98.68%, including a continuous run of 497 days,
which is a record for the Plant. There have been no forced outages since the Plant reached full
power following the May 2005 refueling outage and the capability factor for operating cycle 11
to date (February 2006) i1s 99.23%. In addition, the Plant has maintained a capability factor of
93.1% for the period of 2003 through 2005. The capability factor is the ratio of the energy
generated over a period to the reference energy generated expressed as a percentage. The
capability factor takes into account planned and unplanned energy losses such as refueling
outages or forced outages. See Table 1.

In the area of environmental compliance, Seabrook has received the highest rating from
the New Hampshire Department of Environmental Services (“NHDES") in the last six periods it
has been evaluated. This inspection is typically performed annually and evaluates Seabrook
Station's ability to self-monitor and comply with the effluent limits and compliance schedules in
the Plant's National Pollution Discharge Elimination System (“NPDES”) Permit. NHDES
performed an inspection of Seabrook Station most recently on October 6, 2005. The inspection
report concluded that Seabrook Station has a "very reliable" self-monitoring program. The top
rating of "5" was assigned to the Seabrook Station program. This was the sixth consecutive top

rating assigned to the NPDES Permit program. In addition, FPLE Seabrook underwent an
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annual review by the ISO accrediting organization and its ISO 14001 certification remains in
effect for the final two years of the three-year certification period.

In summary, the Plant is running very well, there are no major maintenance issues on the
horizon, and there is no reason to believe the Plant will not continue to run at or above its
historical capability factor levels,

B. Changes at the Seabrook Plant

In the 2005 filing, FPLE Seabrook reported on the successful implementation of the first
phase of the power uprate that resulted in a 66MwE capacity increase at the Plant, to 1272 MwE.

The second application to modify the unit to increase capacity by approximately 1.7%
was submitted to the NRC on September 22, 2005. FPLE Seabrook anticipates approval of this
application prior to September 30, 2006 and intends to implement the approved modification
during the 2006 refueling outage, currently scheduled to begin in October 2006.

The 2006 refueling outage is currently scheduled to last 30 days, during which time
FPLE Seabrook plans to complete several major activities listed below, in addition to the power
uprate. The activities scheduled for completion during the 2006 outage are not indicative of any
operational problems at the Plant. To the contrary, as described above, the Plant continues to
operate at a very high capability factor. Rather, the scheduled activities fall into the general
categories of proactive preventative maintenance and enhancements to improve the operational
performance of the Plant, or actions that are regulatory requirements.

The major activities for the 2006 refueling outage will be as follows: 1) ultrasonic
cleaning of the reactor fuel (enhancement); 2) reactor vessel split pin replacement (preventive
maintenance); 3) non-destructive cxamination of the reactor vessel head penetrations (regulatory

requirement); 4) modifications to the containment sump to address NRC Generic Letter 2004-02
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(regulatory requirement); 5) primary and secondary side inspections of the four steam generators
(regulatory requirement); 6) containment jib crane upgrade (enhancement); 7) main generator
rewind (enhancement); 8) installation of a static exciter for the main generator (enhancement);
and 9} recovery of approximately 13 MwE capacity not achieved during the first phase of the
power uprate (enhancement).

C. Financial Performance

As of December 31, 2005, FPLE Seabrook has contracted 90% of its share of Seabrook's
‘Output for the balance of 2006, 95% and 81% of the on-peak and off-peak output, respectively,
for calendar year 2007, and 72% and 62% of the on-peak and off-peak output, respectively, for
2008. These contract percentages are in line with FPLE Seabrook’s targets for the Plant and
assure a stable stream of revenue well into the future. FPLE Seabrook has been able to lock in
prices for this output at levels above those assumed in the projections submitted to the
Committee in Docket No. 2002-2. In addition, the unit thus far has been operating at a capability
factor above that assumed in the original valuation. With its excellent operational and financial
performance, FPLE Seabrook has not had occasion to call upon any of the amounts available
under the support agreement with FPL Group Capital nor does it anticipate doing so.
Nevertheless, that agreement remains as part of the financial support for the Plant.

The public power owners’ (MMWEC, Taunton and Hudson) financial performance has
not changed materially since the last filing.
III. FP&L Nuclear Performance

A. FP&L Operational Performance

Florida Power & Light Company (“FP&L") operates four nuclear units, two at Turkey

Point Nuclear Plant (1,386 MW) and two at St. Lucie Nuclear Plant (1,553 MW). Performance
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of the 103 nuclear power reactors in the United States is monitored by the World Association of
Nuclear Operators (“WANO”) using a composite index based on indicators of safety and
reliability. At the end of 2005, FP&L Nuclear Division's four units average index rate was 81.5;
Seabrook Station ended the year with an index of 100.0. (See Table 2). The FP&L Nuclear
Division's average index for 2005 was affected by several factors, including increased durations
for refueling outages due to major component replacements. More specifically, the reactor
vessel head was replaced at Turkey Point Unit 4 and the reactor vessel head and the pressurizer
were replaced at St. Lucie Unit 1. The major equipment replacements were proactive measures
taken to address NRC generic concerns regarding alloy 600 use in the reactor coolant system.
The Turkey Point facility was also affected by some vendor related issues involving equipment
availability and reliability. The Turkey Point and St. Lucie sites were in the path of Hurricane
Wilma and required actions to recover from the effects of the hurricane. As an example, the
hurricane adversely affected the St. Lucie 2 refueling outage and extended the outage by
approximately six days due to damage to the infrastructure in the local towns and communities.
The factors that affected the FP&L Nuclear Division’s units are specific to the Florida plants and
do not affect the operation or performance of Seabrook Station.

FP&L’s Nuclear Division average for Unit Capability Factor was 85.1, which included
scheduled refueling outages for Turkey Point Unit 4 and St. Lucie Unit 1 and Unit 2; Seabrook's
Unit Capability Factor was 93.2 (See Table 1). The FP&IL Nuclear Division units’ NRC
Performance Indicators are currently in the bands that the NRC Regulatory Oversight Process
(“ROP”) defines as safe and reliable. The Performance Indicators for St. Lucie are all in the
green band, while Turkey Point Unit 3 and Unit 4 each have one Performance Indicator

(auxiliary feedwater (“AFW?”) in the Mitigating System Comerstone.) in the white band. The
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white color signifies operation outside of the nominal or reference performance band, but at a
level that still meets the objectives of the ROP. The AFW system moved to the white band due
to an aforementioned vendor equipment problem related to the repair of an auxiliary feedwater
pump. Corrective actions have been taken and the system is performing per its design. FPLE
Seabrook has reviewed the operating experience at the Florida plants and has found no issues

that would apply to Seabrook Station.

B. FPL Group Financial Performance

FPL Group is one of the nation’s largest providers of electricity-related services. Its
principal subsidiary, FP&L, continues to experience substantial customer growth in its service
territory. Operational excellence and a consistent track record of cost management have enabled
the Company to provide value to both customers and shareholders. FPL Energy, FPL Group’s
competitive energy business, is primarily a moderate-risk, wholesale-energy generator. FPL
Energy is well diversified by region and by fuel source with a hedging strategy that focuses on
reducing risk and extracting maximum value from its assets.

FPL Group's financial strength is recognized by the Rating Agencies. FPL Group’s
credit ratings are among the highest in the industry. The credit ratings currently assigned by
. Moody’s Investors Service, Inc. (“Moody’s™), Standard & Poor’s Ratings Services (“S&P”) and

FitchRatings (“Fitch”) to FPL Group, FP&L and FPL Group Capital are as follows:

FPL Group: Moody’s S&P Fitch
Corporate credit rating A2 A A
FPL:
Corporate credit rating Al A/A-1 N/A
First mortgage bonds Aa3 A AA-
Pollution control, solid waste disposal| Aa3/VMIG-1 A/A-1 A+
And industrial dev. revenue bonds
Commercial paper P-1 A-1 F1
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FPL Group Capital:

Corporate credit rating N/A A/A-1 N/A
Debentures A2 A- A
Commercial paper P-1 A-1 F1

FPL Group’s financial position continues to strengthen as demonstrated in the following

table of Adjusted Total Debt / Capital (%) as calculated and published by Standard & Poor’s as

of December 31, 2004.

Ratio

2004

2003

2002

2001

Adjusted Total Debt / Capital

50.8%

53.1%

54.0%

56.3%

In addition, FPL Group and its subsidiaries, including FP&L, have $4.5 billion ($2.5

billion for FPL Group Capita! and $2.0 billion for FP&L) of bank lines of credit cﬁrrently

available. These credit facilities are available to support the companies’ commercial paper

programs and to provide additional liquidity in the event of a transmission and distribution

property loss, as well as for general corporate purposes.

Unprecedented back-to-back hurricane seasons have depleted FP&L's storm reserve, left

more than $1 billion in unrecovered storm restoration costs and have heightened the need to

quickly rebuild the storm reserve since weather experts are forecasting the potential for very

active hurricane seasons in the years ahead.

In February 2005, the Florida Public Service Commission (“FPSC”) allowed FP&L to

implement a surcharge on customer bills to collect the deficit resulting from the 2004 storm

season over approximately three years.

"The ratio for year-end 2005 has not yet been published by Standard and Poor’s.
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In mid 2005, the Florida Legislature passed legislation that grants the FPSC the authority
to approve requests by Florida utilities to issue bonds as an option to pay for costs prudently
incurred in hurricane restoration and replenishment of storm reserves. This process is called
securitization. Under a securitization plan, FP&L would issue bonds in the financial markets and
use the proceeds to recover previously incurred restoration costs and replenish its storm reserve.

FP&L has filed a petition with the FPSC requesting approval to issue $1.05 billion in
storm-recovery bonds. The proceeds of the bond issuance would: (1) pay off the remaining
deficit from the 2004 storm season, {2} recover more than $800 million of storm restoration costs
incurred in 20035, and (3) rebuild the reserve to approximately $650 million for future use. If
approved, FP&L would discontinue the current Storm Restoration Surcharge of $1.65 for a
typical 1,000 kilowatt-hour residential monthly bill and replace it with a Storm Charge of
approximately $1.58 for a typical 1,000 kilowatt-hour residential monthly bill designed to pay
principal and interest on the bonds over a twelve-year period. The actual surcharge will be based
on market conditions at the time the bonds are issued.

Alternatively, if the FPSC does not approve the issuance of storm-recovery bonds, FP&L
has requested that the current Storm Restoration Surcharge remain in place and an additional
surcharge be authorized to recover the costs from the 2005 storm season as well as to replenish
the storm reserve to $650 million over a three year periéd.

1. Update on Acquisition of Duane Arnold Energy Center

In the Revised Affidavit of Moray Dewhurst submitted in Docket No. 2005-1, FPLE
Seabrook reported on FPL Energy, LLC’s then proposed acquisition of the Duane Amold Energy
Center and Mr. Dewhurst’s belief that the acquisition would be immediately accretive to

earnings and, accordingly, have no adverse impact on the funding assurances for the Seabrook
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Plant provided by FPL Group. See Revised Aftidavit of M. Dewhurst, §11. Those views remain
the same as of the date of this filing.

On January 27, 2006, FPL Energy Duane Amold, LLC (“FPLE DAEC"), closed on its
acquisition of a 70 percent interest in the Duane Arnold Energy Center (“DAEC”), a 598-
megawatt nuclear power plant located about 15 miles northwest of Cedar Rapids, lowa, from
Interstate Power and Light (“IP&L”) a subsidiary of Alliant Energy Corp. FPLE DAEC
purchased IP&L’s 70 percent interest in DAEC for $373 million, including nuclear fuel,
inventory and other items. Central lowa Power Cooperative and Corn Belt Power Cooperative
currently own 20 percent and 10 percent, respectively, of DAEC. FPLE DAEC is utilizing the
experience of the DAEC team, as well as the experience gained operating Seabrook and the
expertise of the FPL Group nuclear team to manage and operate the plant. FPLE DAEC 1s
responsible for the ultimate decommissioning of the facility.

FPL Group fully expects this transaction to enhance the Company’s financial strength.
All of the power from FPLE DAEC’s share of DAEC will be sold under a long-term contract to
IP&L at a price of approximately $46 per MWh in 2006, escalating to approximately $61 per
MWh in 2013. The company expects the transaction to be immediately accretive to earnings per
share, contributing $0.03 to $0.04 per share in 2006 and average accretion of about $0.04 per
share through 2009. FPLE DAEC is scheduled to file for a license extension for the plant in
2009, which, if approved, will enable the plant to continue to operate for an additional 20 years
beyond its current license period of 2014.

FPLE DAEC acquired all of IP&L's qualified, and a majority of non-qualified,

decommissioning funds at a value of $186 Million. These funds are held in external trust funds
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segregated from FPLE DAEC assets and outside its administrative control. Investment of the
funds will be managed in accordance with applicable NRC requirements.

The NRC-required decommissioning funding amount for DAEC is $436.6 million, as
calculated in accordance with 10 CFR § 50.75(c), NRC Regulatory Guide 1.159, and NUREG-
1307, Rev. 11. FPLE DAEC’s 70% share of this required amount is $305.6 million. When 2%
real earnings are credited through license expiration in 2014, as permitted by NRC regulations
(10 CFR § 50.75 (e)(1)(i)), the amount required to satisfy the prepayment method of funding
is $260.1 million. Accordingly, FPL Group Capital has provided a parent guaranty in the
amount of $75 million, representing the difference between the estimated value of the
decommissioning funds at transferred closing ($186 million) and FPLE DAEC’s share of the
prepayment amount required by NRC regulations when 2 percent real earnings are credited
($260.1 million). The amount of the parent guaranty does not affect either FPL Group Capital’s
or FPL Group’s ability to guarantee the decommissioning obligations of FPL Energy
Seabrook.

2. FPL Group’s Planned Merger with Constellation Energy

On December 19, 2005, FPL Group and Constellation Energy announced a proposed
merger. Under the terms of the merger agreement, FPL Group will merge with a newly created
subsidiary of Constellation Energy, thus becoming a wholly-owned subsidiary of Constellation
Energy after the merger.

Under the merger agreement, each common share of Constellation Energy stock
outstanding immediately prior to the merger will be converted into 1.444 common shares of

Constellation Energy stock at the time of the merger, and each common share of FP1. Group
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stock outstanding immediately prior to the merger will be converted into one share of
Constellation Energy stock at the time of the merger. Based on the number of common

shares currently outstanding, FPL Group shareholders will own approximately 60 percent of the
common equity of the combined company, and Constellation Energy shareholders will own
approximately 40 percent. Constellation Energy will be the parent holding company, with FPL
Group becoming a direct, wholly-owned subsidiary of Constellation Energy. After the merger,
Constellation Energy’s Board of Directors will consist of 15 members; 9 members designated by
FPL Group and 6 members designated by Constellation.

The proposed merger involves no planned change to the management, organization or
technical personnel of FPLE Seabrook responsible for operating Seabrook Station. Therefore,
the technical qualifications of FPLE Seabrook to carry out its responsibilities to safely operate
Seabrook Station will remain unchanged and will not be adversely affected by the proposed
merger.

The proposed merger will also not change the financial ability of FPLE Seabrook to
operate and matntain Seabrook Station. The transaction will create a company with a market
capitalization of approximately $28 billion (based on current market values at December 16,
2005, when the proposed merger was announced), combined annual revenues of $27 billion (for
the twelve months ended September 30, 2005), and $57 billion in combined total assets (as of
September 30, 2005). The merged company's subsidiaries will have approximately 21,750
employees and will serve more than 5.5 million electric customers in Florida and Maryland, and
625,000 gas customers in Maryland. Its competitive wholesale and retail businesses will serve
thousands of commercial, industrial and utility customers, including 72 Fortune 100 companies.

Its generation portiolio will be the nation’s largest, exceeding 45,000 megawatts of capacity.
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Through its subsidiaries, it will be the third largest nuclear plant operator in the United States,
owning and operating seven nuclear power stations with eleven units.

The merger will not affect decommissioning funding for Seabrook Station. At the
closing of the merger, FPL Group Capital and FPL Group will continue to provide financial
assurance for FPLE Seabrook’s share of its obligation to decommission Seabrook Station.

Overall, FPL Group remains fully capable of, and committed to, standing behind its
support obligations to FPLE Seabrook. Since acquiring Seabrook, the Company’s financial
position has remained secure and has continued to strengthen.

IV.  Radioactive Waste Disposal

A. Low Level Radioactive Waste Disposal Plan - No Changes

There have been no appreciable changes since the 2003 comprehensive update in the
process used by Seabrook Station for the disposal of Low Level Radioactive Waste (“LLRW?™),
including any changes in cost, vendor, or on-site storage, nor does FPLE Seabrook expect any
such changes at least in the foreseeable future. As discussed in Docket 2005-1, in light of the
Barnwell access restrictions that are scheduled to take effect on July 1, 2008, FPLE Seabrook is
taking action to be able to store LLRW on site until such time as other disposal facilities are
made available. It is possible that one or more other LLRW facilities may open to fill the void
created by the Barnwell restrictions. FPLE Seabrook is taking what it views as a responsible
approach, however, and planning as though no alternative disposal site(s) will be immediately

available when Seabrook LLLRW can no longer be disposed of at Barnwell.

B. High Level Radioactive Waste Disposal
At the time of the last comprehensive update to the projected cost of decommissioning

the Seabrook Station in Docket No. 2003-1, the Department of Energy (“DOE”) estimated that
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the Yucca Mountain facility will begin accepting high level radioactive waste (“HLRW”’) by
2010. In that same docket, TLG assumed a 5-year delay in the Yucca Mountain opening, to
2015. In the Final Report and Order in Docket No. 2005-1, the Committee recounted its
experience in visiting the Yucca Mountain facility site and concerns about the status of the
project and potential for delays in completing construction beyond the current deadlines
articulated by the DOE. The Committee also posed the following questions that FPLE Seabrook
should address in this docket:

Is it still reasonable to make the schedule assumptions for Yucca Mountain described

above? If not, what would be reasonable?

Does FPL expect that Yucca Mountain will have the capacity to take receipt of

Seabrook Station’s spent fuel?

What alternatives to disposal at Yucca Mountain are available to Seabrook Station?
(Final Report and Order, Docket No. 2005-1, p. 6.)

FPLE Seabrook currently stores spent fuel in a spent fuel pool, however, that pool will
not have the capacity needed to store the additional HLRW generated by the Plant through its
operating life. FPLE Seabrook continues to plan its long-term strategy for the disposal of spent
fuel based upon the DOE assuming its responsibility under federal law for the ultimate disposal.
Based upon the assumptions from the 2005 submittal, the DOE should begin accepting spent fuel
from Seabrook Station in 2025.

With regard to a schedule for the completion of the Yucca Mountain Repository, FPLE
Seabrook does not propose to speak for the DOE. However, in testimony provided before the
House Energy and Water Appropriations Subcommittee on March 8, 2006, and before the House
Energy and Commerce Committee on March 9, 2006, Department of Energy Secretary Samuel

Bodman stated that DOE would issue a revised schedule for the Yucca Mountain Repository this

summer, including a date for submittal of the repository license application to the NRC. Given
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the DOE’s anticipated timing for issuing a revised schedule, FPLE Seabrook believes it
appropriate to review that revised schedule during the 2007 comprehensive decommissioning
cost update.

In addition, as suggested by the second question, there are limits in the capacity of the
Yucca Mountain Repository. The DOE is absolutely obligated to take title to and dispose of the
spent fuel produced by the Seabrook Plant, however, the DOE is prohibited from allowing the
emplacement of more than 70,000 metric tons of spent fuel in the first repository {Yucca
Mountain) until such time as a second repository is in operation. Based on the inventory of
commercial spent fuel currently in storage, plus the additional amount that will be generated
from commercial nuclear reactors, storage of all of Seabrook’s spent fuel generated during the
lifetime of the plant would require either a second repository or a change in the law that would
remove the 70,000 metric ton limit,

Although disposal 1s by law DOE’s responsibility, FPLE Seabrook is aware of the current
status of the Yucca Mountain Reposttory, as well as the current storage limitations, and is
developing contingency plans for the temporary storage of HLRW in the event that the Yucca
Mountain Repository, or an altemmative DOE facility, is not available to accept Seabrook
Station’s HLRW beginning in 2025,

With respect to alternatives to the Yucca Mountain Repository for the permanent storage
of HLRW, FPLE Seabrook evaluated the Private Fuel Storage (“PFS”) project proposed for the
Goshute Reservation in Utah that was, at the time, being supported by FP&L. Because the
project had experienced developmental obstacles, FPL Group, the parent company of FPLE
Seabrook, in a letter to Utah Senator Orrin Hatch, informed the Senator that the Company

stopped supporting the project in December 2005. Since that time, however, the NRC has
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approved issuance of a license for the PFS ISFSI and, accordingly, FP&L is considering whether
future support for the PFS alternative is warranted.

FPLE Seabrook also evaluated the Wyoming alternative to PFS, the Owl Creck Energy
Project. However, as the NRC license application has yet to be submitted, FPLE Seabrook has
not pursued participation in the project at this time.

As the completion of a permanent facility for the storage of HLRW 1s in a state of flux,
FPLE Seabrook has devoted significant time and resources to planning for temporary on-site
storage of the HLRW generated by the Plant. More specifically, as discussed in the 2005 review,
FPLE Seabrook is planning to construct an Independent Spent Fuel Storage Installation
(“ISFSI) at Seabrook Station that, by expansion over time, will be capable of storing 100% of
the spent fuel that will be generated by the Plant through 2050, the date the Plant would cease
operations assuming the NRC grants approval of a 20-year extension of the Plant’s operating
license.

As the Committee is aware, FPLE Seabrook had always planned to construct an ISFSI on
site for temporary storage of HLRW, so the concept is not new. See, e.g., Docket No. 2003-1
(most recent updated cost to decommission the Seabrook Station contemplated temporary dry
cask storage of spent nuclear fuel). In light of the current status of the federal repository under
construction, however, FPLE Seabrook has determined that planning for the ISFSI with a
potential for expansion will ensure there is alternative storage in the event of further delays in the
construction of a federal repository. The planned ISFSI for Seabrook Station will not be a
permanent repository, but rather a method to ensure that the spent fuel is placed in a safe
configuration until such time as the Federal government accomplishes the permanent disposal of

the spent fuel.
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To the extent practical, the ISFSI site will be designed and constructed to accommodate
loading any of the three commercially-available dry cask systems, including the TransNuclear
NUHOMS HD (NRC Docket Number 72-1030) with the 32PTH canister and the HSM-H
concrete storage module. This universal ISFSI design approach will ensure that Seabrook
Station benefits from a competitive dry cask storage market in the future.

In 2005, the TransNuclear dry cask storage system was selected to meet the near-term
storage requirements of Seabrook Station. TransNuclear's dry cask storage system was selected
for its simplicity of design and operations, its advanced performance capabilities, and its capacity
to store 32 used fuel assemblies. A commercial commitment for supply of eight dry cask
systems to FPLE Seabrook was made in the initial order. This was a joint FP&L/FPLE
procurement to benefit from the fleetwide economies of scale available to the combined
resources of FP&L/FPLE.

System loading is started by placing a canister into a reusable transfer cask that provides
support, protection, and radiation shielding functions. The transfer cask is then placed vertically
into the spent fuel pool and 32 fuel assemblies are placed into the canister. A temporary lid is
placed on the canister before the system is moved to a separate preparation area where the cask is
drained, welded, backfilled with an inert gas, and sealed. When ready, the transfer cask is lifted
onto a transport trailer and lowered to a horizontal configuration. The transport trailer is then
towed to the ISFSI site and backed up to the NUHOMS storage module and the canister is
aligned and slid from the transfer cask into its storage location, and a shield lid is placed to
secure the vault.

The NUHOMS storage module is entirely passive. Heat generated by the spent fuel

assemblies inside the canister will be conducted to the outer shell of the canister. That heat is
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removed by heat entering passages in the bottom of the module and exiting out the top of the
module by a chimney effect. In addition to removing the fuel's heat, the concrete module also
provides radiation shielding for the safety of the plant workers and the public.

In its final storage configuration, a single NUHOMS storage module is approximately 21
feet long, 10 feet wide, and stands about 19 feet tall. Modules are placed side by side to form
arrays over the length of the ISFSI pad. One array may be placed against the back of an adjacent
array, but sufficient room must be left on the ISFSI pad for the transfer cask to mate to the front
of any module. The TransNuclear system and the ISFSI pad are seismically qualified and
designed to withstand the same design basis earthquake as is the Seabrook Station design, 1.e., a
0.3 g horizontal ground acceleration vector and a 0.2 g vertical ground acceleration vector. In
addition, the TransNuclear System is designed to withstand a design-basis tomado and the
impact of missiles (e.g., debris) generated by tomado-force winds. Although not part of the
design basis, TransNuclear has advised FPLE Seabrook that the TransNuclear System will
survive the impact of a 767 airliner and the resultant fuel fire. The TransNuclear system has a
design life of 100 years, however, the casks are licensed for a 20-year period starting from the
time of the NRC's issuance of the Certificate of Compliance (“CoC"). FPLE Seabrook expects
that the purchased cask system will recetve its CoC in 2006. Before termination of the first 20-
year license period, the CoC will be subject to renewal by the NRC.

FPLE Seabrook is continuing the evaluation of sites at Seabrook Station for the ISFSI
that will meet all the requisite safety and security requirements. Preliminary soil analysis and
other evaluations have been initiated using industry experience as a benchmark. FPLE Seabrook

expects to butld the concrete pads in phases, as needed. Cask loading may start as early as 2008
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because the spent fuel pool will be approaching its capacity in 2009. The initial loading
campaign i1s expected to involve six canisters.

Although the module will soon be licensed for storage only, the 32PTH canister is also
designed for transportation. When the canister's transportation license is complete and a
repository becomes available, a canister may be withdrawn from the storage module back into
the transfer cask and ultimately, into a certified transportation cask.

FP&L is following a similar strategy with its nuclear units located in Florida and,
accordingly, FPLE Seabrook will benefit from the experience the FP&L nuclear group obtains as
the ISFSI’s are constructed and spent fuel is deposited for storage. In addition, FPLE Seabrook
will incorporate the lessons learned from FPLE Duane Amold 's experience in constructing an
ISFSI at the site in lowa.

FPLE Seabrook appreciates and agrees with the Committee’s sentiment expressed in the
Final Report and Order in Docket No. 2005-1 that increasing public awareness is helpful to avoid
misperceptions about anticipated decommissioning activities. /d., p. 7. FPLE Seabrook has
established a tradition of fostering open and honest communications with the public, the media,
communtty leaders, and elected officials and is very mindful of the importance of keeping key
external stakeholders informed of the Dry Storage Project.

To that end, a comprehensive Dry Storage Communications Plan has been prepared that
ensures local, state, and federal stakeholders are briefed on the specifics of Dry Storage at
Seabrook Station, and kept informed of progress. Consistent with this plan, initial
communications with key stakeholders were made early in 2005. The communication plan calls
for continued, on-going communications as details of the project are solidified. The initial

communications were with local and State officials and discussed the ISFSI in generic terms as
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the details regarding the location of the ISFSI pad and the system vendor were not finalized.
Future communications will include briefings to officials from the Town of Seabrook, and other
local officials and elected legislators in the New Hampshire House and Senate to discuss
elements of the ISFSI, such as the purpose and location. As an example, New Hampshire State
Senator Maggie Wood Hassan, whose district includes Seabrook, made a visit to Seabrook
Station on February 10, 2006 and during the course of her visit was provided with a briefing on
the ISFSI.

Members of the news media routinely covering Seabrook Station have received two
briefings on the general plans for Dry Storage. The FPLE Seabrook spokesperson has responded
to inquiries from the news media about the project, and will continue to do so. FPLE Seabrook
anticipates inviting the news media to do feature stories on the construction activities, following
the successful model used at the FPLE DAEC nuclear plant in Jowa.

FPLE Secabrook will continue to use the Communications Plan to ensure that
stakeholders are kept informed throughout the project. Throughout the years, FPLE Seabrook
has built a well-deserved reputation for its openness when communicating Plant issues and

projects, and that commitment continues with Dry Storage implementation.

V. Cost to Decommission the Plant — No Changes

The recapture of the approximately three-and-one-third years that were spent under the
zero-power and low-power operating licenses extends the Seabrook Station operating license to
March 15, 2030. This extension will have a positive effect on the cost to decommisston the Plant
because, while increasing the operating life will generate a greater amount of spent fuel and

correspondingly increase the number of dry casks needed for the temporary storage of the fuel,
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the extension means that more of these costs will be incurred while the Plant is still operating, so
they will be treated as operations and maintenance, rather than decommissioning, costs.

More specifically, FPLE Seabrook estimated the effect of the extension of the operating
license based upon the comprehensive decommissioning estimate conducted in the 2003 docket,
The estinate includes the increased costs for disposal of additional fuel assemblies required as a
result of the 2005 power uprate and the power uprate planned for 2006. Based on that estimate,
the decommissioning cost would be reduced by $10.7 million, in 2003 dollars. As reflected
below, the extension of the operating license will allow an additional 8 casks to be shipped as
operating expenses, which will reduce the ISFSI operating period by two years and reduce cask

processing costs, thereby reducing the costs that must be paid out of the Decommissioning Trust

Fund.
Comparison
Assumption 2026 2030
Date of License October 17, 2026 March 15, 2030
Termination
Core Load 84 assemblies through C11 84 assemblies through C10
80 assemblies C12 through C24 88 in C11
84 assemblies C12 through C27
Total Discharge 2025 Assemblies 2333 Assemblies
Year of First Shipment 2025 2025
Total Number of Casks 64 73
Number of Casks 4 12
shipped prior to License
Termination
Years Encompassed by 21 19
Decomniissioning (2026-2046) (2030-2048)

The above estimate of the effects of the zero power license recapture is based upon the
decommissioning cost estimate provided in Docket 2003-1, which includes the Department of

Energy’s 2010 date for the commencement of operation at the Yucca Mountain facility, with the
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Committee’s additional five-year cushion assuming commencement is delayed until 2015.
Should there be a delay in the initiation of operation of the Yucca Mountain facility, the ability to
transfer casks as an operating activity versus a decommissioning activity could potentially be
affected. Although such delay would not impact the vast majonty of the decommissioning
expenses (i.e., those that occur during the prompt dismantling processes), delay in opening a
federal repository could result in spent fuel transfer costs and an increase in the duration of
storage of spent fuel at the Seabrook site and, as such, minimally increase the spent fuel costs
that would be paid from the Decommissioning Trust, rather than by the Plant as an operational
expense.

Because the extended operating license will have a minimal impact on the cost to
decommission, and because it is unclear whether that impact will be positive or negative, the
funding schedules that are proposed for approval (Attachment D) maintain the decommissioning
estimate as approved by the Committee in prior proceedings, escalated to March, 2030 at the rate
approved by the Committee.

VI. FPLE Seabrook Analysis of 2005 Energy Act

There were two issues under the 2005 Energy Act that were potentially applicable to the
Seabrook Station, both of which created some ﬂexibiliiy in a nuclear plant owner’s ability to
contribute dollars to qualified decommissioning trusts beginning in January, 2006. More
specifically, as the Committee is aware, the Joint Owners make contributions into cither
qualified or non-qualified trust fund accounts. The major difference between the accounts is in
the tax treatment of the two types of contributions; the contributing joint owner is entitled to take
a tax deduction for contributions made to a qualified trust account, but is not entitled to such

deduction for non-qualified contributions, and earnings on qualified accounts are taxed to the
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Trust (and at the Trust tax rate), whereas earnings on non-qualified accounts are taxable income
to the applicable Joint Owner.

Prior to the enactment of the 2005 Energy Act, unregulated, “merchant” nuclear plant
owners, like FPLE Seabrook, were prohibited from making decommissioning contributions to
qualified decommissioning trust fund accounts. As FPLE Seabrook reported in the Stipulation
filed as part of the record in NDFC Docket No. 2005-1, Section 1310 of the Energy Policy Act of
2005 permits a nuclear power plant owner in an unregulated environment to contribute funds to
the qualified Decommissioning Trust after January 1, 2006. This provision also permits certain
taxpayers to change the tax treatment of non-qualified decommissioning funds by allowing a
"pour over" of the non-qualified Decommissioning Trust into the qualified Decommissioning
Trust. Thus, two questions emanate from the Act: (1) Can FPLE Seabrook “pour over” a portion
of the amounts in its existing non-qualified accounts and obtain the more favorable tax treatment
accorded to qualified accounts? (2) Can FPLE Seabrook make contributions to qualified
accounts going forward? Each is discussed in turn.

The Energy Act allows for pour over of funds from non-qualified to qualified accounts
only for those nuclear plants that were placed in service prior to 1984. Because the Seabrook
Station was placed in service in 1990, FPLE Seabrook has concluded that it cannot use this
provision to pour over dollars from its non-qualified accounts to qualified accounts.

FPLE Seabrook believes that the Energy Act would allow FPLE Seabrook to make
contributions to qualified trust accounts on a going forward basis. As discussed earlier, however,
approval of a funding date that corresponds to the new license termination of March 15, 2030
means that FPLE Seabrook’s decommissioning trust accounts are already significantly over-

funded and, as a result, the proposed schedules do not call for further contributions from FPLE
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Seabrook. Even without additional contributions, that over-funding promises to grow
substantially if the Plant obtains a 20-year license extension, as expected. If at some future point
the Committee determines that additional contributions from FPLE Seabrook are necessary,
FPLE Seabrook will examine the then-current implications of making those contributions to
qualified, versus non-qualified, accounts.

VII. Mechanics of, and Assumptions Underlying, the Approved (Docket 2005-1), and
Proposed (Docket 2006-1), Funding Schedules

A. Funding Schedule Approved by the Committee in Docket 2005-1

The Committee performed a comprehensive review in 2003 of the decommissioning cost
projections for Seabrook Station. Following that review, the Committee in the Final Order made
the following key findings:

o the funding date for the Decommissioning Fund will be 2026, and the projected cost
of decommissioning is $599.7 million (in 2003 dollars);

o the inflation rate and the cost escalation factor for the TLG decommissioning estimate
were 3% and 4.5%, respectively;

+ the reduced eamings assumptions for the various investment options proposed by
Prime Buchholz were appropriate;

e FPLE Seabrook’s funding assurances remain adequate; and

e the Seabrook owners were authorized to establish an escrow account as a funding
assurance into which 25% of each year’s schedule of payments is to be paid. During
the next 4-year comprehensive review in 2007 (or earlier by order of the Committee),
the escrow will terminate and, based upon certain factors identified in the Final Order
and the overall adequacy of the Fund, the Committee will determine whether some or
all of the balance in the escrow should be released to the Joint Owners and/or
transferred to the Decommissioning Fund.

The Committee found there were no material changes and approved funding schedules
with these same base assumptions in Docket No. 2004-1. In Docket No. 2005-1, the Committee
maintained the same foundational assumptions, but approved a modification to the investment

strategy for the period following permanent cessation of operations at the Plant (the “Tail
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Period”) that was more consistent with the 20-year period during which the Plant will be
decommissioned. In this approved investment strategy, the Joint Owners are required to
maintain 50% of each Joint Owner’s Fund asset portfolio in cash and cash equivalents, but are
permitted to invest the remaining assets in a combination of bonds and equities, up to a
maximum of 25% in equities.

B. Mechanics of, and Assumptions Underlying, the Proposed Funding Schedule

Since the Committee’s Final Order in Docket No. 2005-1, there have been no material
changes that would affect the earnings, inflation and cost escalation assumptions embedded in
the Committee-approved funding schedules and, accordingly, FPLE Seabrook proposes no
changes to those key assumptions. The inflation and cost escalation factor assumptions remain
at 3% and 4.5%, respectively, and Prime Buchholz has recommended no changes to the earnings
assumptions approved by the Committee in the Final Order in Docket No. 2005-1, with the
exception of a slight adjustment to reflect the addition of small and mid cap and international
investments. The identity of the Investment Consultant and Fund manager also remain
unchanged.

As the NDFC is aware, the Trustee for the Fund has changed. Effective January 3, 2006,
the Trustee changed from Citizens Bank to Mellon Trust of Delaware. Consistent with this
change, the custodian for the funding assurance escrow accounts will be changed to Mellon.

Although other fundamental assumptions remain unchanged, as indicated above, FPLE
Seabrook did receive approval from the NRC of recapture of the pre-operation license period that
extended the Plant’s operating license to March 15, 2030. The proposed schedule developed by
Prime Buchholz (Attachment D) is based on FPLE Seabrook’s request that the Committee revise
the funding date for decommissioning funding to correspond to the revised operating license

period, which now extends to March 15, 2030. This schedule reflects that FPLE Seabrook’s
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decommissioning accounts are significantly over-funded to meet its decommissioning
obligations, but contributions from MMWEC, Taunton and Hudson are still required for each of
those Joint Owners to meet their respective 2030 targets.

Consistent with prior NDFC orders, 75% of the 2007 contributions are to be paid into the
Fund and 25% paid into the funding assurance escrow accounts. As envisioned by the
Committee, this financial plan serves the primary purpose of ensuring that there will be adequate
funds for decommissioning when needed, while guarding against the potential for the
unnecessary and economically inefficient over-funding of the Decommissioning Fund.

The potential for over-funding now that the Plant’s operating license has been extended
to 2030 for recapture of the low power testing period, at least for FPLE Seabrook, has become a
reality. FPLE Seabrook appreciates the Commuttee’s foresight in permitting alternative funding
assurances through the funding assurance escrow, rather than requiring larger contributions to
the Decommissioning Fund and the corresponding loss of those contributed dollars until the end
of the decommissioning period. The likelihood of even more significant over-funding, and for
all of the Joint Owners, is also more probable given FPLE Seabrook’s plans to file with the NRC
for a 20-year license extension in or around 2010. In that event, even with no further
contributions by any of the Joint Owners, the additional 20 years of earnings power on the Fund
accounts would likely yield over-funding in the billions (rather than hundreds of millions) of
dollars.

The total fund grew by $17.6 million in 2005, ending the year with a balance of $339.5
million. The growth came from $6.7 million in contributions and $12.1 million in investment

earnings less current expenses (including deferred taxes) of $1.2 million. The details of the
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performance of the Fund are set forth in the attached analysis from Prime Buchholz, Attachment
A.

The Fund balance for year-end 2005 was $6.6 million lower than the balance expected in
the funding schedules approved in Docket No. 2004-1, and $1.6 lower than the Fund balance

projected most recently in the funding schedules approved by the Committee in Docket No.

2005-1:
Targeted Fund Balances at 12/31/2005
(Order No. 2, Docket No. 2004-1) ..., $346.1 million
Targeted Fund Balances at 12/31/2005
(Order No. 2, Docket No. 2005-1) ..o $341.1 million
Actual Fund Market Values at 12/31/2005 (Audited) .................. $339.5 million

Under the current approved schedule, the Joint Owners will make contributions to the
Fund of $2.6 million over the course of 2006. The year-end targeted balance under the
Committee-approved funding schedules is approximately $368 million. See Docket No. 2005-1,
Order No. 2. Prime Buchholz currently estimate that, using the approved schedule of payments,
the 2006 year-end Fund balance will be approximately $371 million. As contemplated, the
funding schedules proposed in this Application are designed to achieve the targeted funding
balance by 2030, but would be re-set and resubmitted to the Committee in December, 2006 to
include the November 30, 2006 Fund balance, plus anticipated Fund earnings, minus Fund
expenses, plus the funding assurance escrow balance, plus the anticipated December

contribution, plus anticipated eamnings, minus expenses.
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VIII. Proposed Funding Schedule and Funding Assurance Escrow.

A, The Proposed Funding Schedule

The funding schedules proposed to achieve full funding by the 2030 funding date are set

forth in Attachment D and result in $529,460 into the Fund and $176,487 to the funding

assurance escrow accounts for 2007. With the exception of moving to the 2030 funding date, the

schedules were prepared following the methodology that was approved by the Committee in the

Final Order in Docket No. 2005-1:

a)

b}

d)

g)

h)

The estimated cost of decommissioning Seabrook Station Unit 1, and the related expenditure
schedule, in 2007 dollars is derived from the Committee-approved estimates, but based on
decommissioning commencing in 2030.

A decommissioning cost escalation factor of 4.5% is applied to the cost estimate to determine
the total cost of decommissioning to the end of the decommissioning period.

The projected decommissioning cost and liability is allocated to the Joint Owners based upon
their respective ownership share. A separate Schedule of Payments for each Joint Owner is
then created. Each Joint Owner is responsible for its ownership share of the total cost.

Actual market values of investments within each fund for each Joint Owner are compared to
the Fund’s target balances. The difference between actual values and the targeted balances is
factored into future funding contribution calculations.

Individual Joint Owners clect investments from the available approved investment funds.
Future carnings assumptions for each fund, estimated by the Investment Consultant, are
applied to Fund balances.

Estimated taxes and expenses for necessary administrative activities of the trust are deducted
from Fund balances. Such expenses include Trustee and Fund Manager fees, Investment
Consultant billings, audit fees and routine administrative expenses of the Committee. Taxes
are only paid out of the Qualified Trust funds.

The appropriate funding methodology and inflation estimates are applied. Contributions are
escalated annually by the overall rate of inflation for the service life of the plant.

Through 2007, 75% of computed contributions are placed in the Décommissioning Fund.
The remaining 25% are deposited into one of two funding assurance escrow accounts.

The funding assurance escrow accounts grow by both future contributions and earnings, less
estimated expenses.
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The Prime Buchholz analysis follows the same methodology as in the past. Prime
Buchholz is not recommending any change to the earnings and inflation assumptions, with the
exception of a slight increase in the stock fund assumptions based on the addition to those fund
portfolios of small-cap, mid-cap, and international stock investments. The move to include these
additional investments within the investment options was the result of asset/liability modeling by
Prime Buchholz. See Prime Buchholz Report, Attachment A, p.6 (“Based on extensive
asset/liability modeling performed for the Joint Owners, it became clear that diversifying the
equity funds into small to mid capitalization stocks and international stocks could improve long
term returns, reduce risk, and provide a higher probability that the trust will be fully funded at
shutdown.”). The details of Prime Buchholz analysis are set forth in Attachment A.

The following table, reproduced from the Prime Buchholz analysis, reflects the current
assumptions:

Current Assumptions

Current Assumntions
Fund Investments Nominai Real”
1A Taxable Bonds 6.0% 3.0%
1B Diversified Stocks 9.8 6.8
1C Cash/Short-Term 35 0.5
2 Taxable Bonds 6.0 30
3 Tax-Exempt Bonds 4.8 1.8
4 Cash/Short-Term 3.5 0.5
5 Diversified Stocks 9.8 6.8
6 Diversified Stocks 9.8 6.8
Inflation 3.0

! real return = nominal return - inflation
Likewise, Pnme Buchholz is not recommending any changes to the earings assumptions

for the two escrow accounts,
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B. Funding Assurance Escrow Accounts

The Joint Owners timely paid their respective contributions to the funding assurance
escrow for calendar year 2005; contributions to the escrow for 2006 will begin in October, 2006.
Although the dollar payments from the Joint Owners during calendar year 2005 were correct, in
December, 2005, FPLE Seabrook informed the Committee that the former Trustee, Citizens
Bank, had made certain errors in depositing those contributions. In certain circumstances,
contributions intended for the escrow accounts were erroneously deposited into the
Decommissioning Fund and vice versa. In addition to informing the Committee of these errors,
FPLE Seabrook also informed the NRC and requested permission from the NDFC to direct
Mellon Trust, the new Custodian and Trustee for both the Decommissioning Trust and funding
assurance escrow, to correct those errors that had not yet been corrected by Citizens.

FPLE Seabrook requested authorization from the NDFC to correct these deposit errors
and the funding schedules and escrow schedules proposed herein assume those corrections have
been made effective February 28, 2006 (see Attachments D and E). The year-end 2005 escrow
balance is approximately $4.1 million and, with the correction of the erroneous deposits from
2005 (approximately $800,000), $3.4 million in scheduled contributions for 2006, plus earnings
and less projected expenses, the escrow balance is projected to reach $8.6 million by year-end
2006.

As indicated above, the Seabrook Station, both operationally and financially, has
performed at or above expectations and the Fund continues to grow substantially each year.
Notwithstanding that expectations have been met or exceeded, the escrow funds remain available

should the Committee determine that the Decommissioning Fund is insufficiently funded.
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C. Funding Data Comparisons: Current Schedule versus Proposed
For purposes of providing the Committee with a summary of the status of the Fund and
escrow accounts, and a comparison of how that status compares to prior projections, below is a
chart reflecting the current projections in comparison to those approved in the 2005-1 docket:
COMPARISON OF NDFC DOCKET 2005-1 PROJECTIONS
WITH CURRENT PROJECTIONS (DOCKET 2006-1)

($000,000)
2005 | 2006 | 2007 | 2015 | 2026 | 2030

1{Projected balance from last 341.1 | 368.1 | 3983 | 752.9 | 16520 | N/A
NDFC approved schedule of
ayments
2|Actual balance/ current 3395 371 400.1 | 738.1 | 1718.7 { 2187.8
projected balance
3|Difference (2-1) (1.6) | 3.1 1.8 | (14.8) | 66.7 | N/A
4|Projected cost of 6695 | 699.7 | 731.2 { 1039.8 | 1659.4 [1978.9"

decommissioning, from last
NDFC approved schedule of
ayments .
Projected fund balance as % of | 50.9% | 52.6% | 54.5% | 72.4% | 99.6% | N/A
projected cost of
decommissioning, from last
INDFC approved schedule of
ayments (1 / 4)
6{Current/projected balance as % | 50.7% | 53% | 54.7% | 71.0% | 101.8% [110.6%
of projected cost of
decommissioning (2 / 4)

Lh

7|Funding Assurance Escrow 4.1 8.6 9.0 N/A N/A N/A
(current/projected)

8|Projected Funding Assurance 4.9 8.6 12.3 N/A N/A N/A
Escrow, from NDFC Docket
2005-1

9Difference (7-8) (0.8)° 0 (3.3) N/A N/A N/A

Note 1: The projected cost of decommissioning as of the current end of the Plant’s operating life
(March, 2030) is derived by escalating the Committee-approved decommissioning estimate by
the approved escalation factor.

Note 2: This difference resulted from contributions that should be have been made to the escrow
accounts, but were erroneously deposited in the Decommissioning Trust Fund.

39



The remaining differences reflected in this table result from the change in the funding
date to March, 2030 to correspond to the NRC-approved license life for Seabrook Station.
IX. Conclusion

For the reasons set forth herein, FPLE Seabrook respectfully requests that the Committee

approve the proposed funding schedules for the Joint Owners.
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Respectfully submitted this 3 1st day of March, 2006.

Mitchell S. Ross A Christopher T. Roach

Associate General Counsel Pierce Atwood LLP
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As required in the Seabrook Nuclear Decommissioning Financing Fund Master Trust Agreement,
Prime, Buchholz & Associates (PB&A) has been retained as an independent consultant to develop
a funding schedule for the Seabrook Nuclear Decommissioning Trust. The funding schedule
utilizes assumptions for inflation and investment earnings, also developed by PB&A, as well as
estimates of decommissioning costs and cost escalation, developed by other parties. This report
presents PB&A’s analysis of the investment assumptions and documents changes made to the
funding schedule. Assumptions regarding decommissioning costs and cost escalation rates are
reviewed in a separate document. An updated funding schedule is attached.

Investment Alternatives

In past years the Seabrook Joint Owners have had the option to direct their decommissioning
investments into any of five investment funds (Funds 1A, 1B, 2, 3, and 5). This year a new fund
(Fund 6) is being added to provide the municipal owners with an equity option that does not
consider taxes as part of its investment strategy. In addition, it is being proposed that Funds 1B
and 5, along with the new Fund 6, offer a more diversified equity option than in the past. The
structure will be discussed in more detail later in this report. The fund options are summarized in
the following table:

Trust Structure

Tax
Trust | Fund | Asset Class Investments' e s
Sensitivitv

- 1A Fixed Income Government, corporate and municipal bonds Yes
LT
a . . . . -
= 1B Core Equities’ Domestlc la_rge, mid/small capitalization Yes
= and international stocks
-l Liquid short-term investments, utilized only

1IC | Cash q T Ve Yes

during decommissioning

2 Fixed Income Government and corporate bonds No
v . . .
& 3 Fixed Income Municipal bonds Yes
T‘g 4 Cash Liquid short-term investments, utilized only No
< during decommissioning
g 5 Core Equitics? Domestic large, mid/small capitalization Yes
Z, 4 and international stocks

: ... _» | Domestic large, mid/small capitalization
6 Core Equities and international stocks No

! These investments are more fully discussed in the Investment Guidelines for the Seabrook Station Nuclear
Decommissioning Financing Fund (Investment Guidelines).

? Currently subject to a 70% maximum allocation at the total trust level
The Joint Owners do not utilize the two cash funds (Funds 1C and 4) as part of their pre-

decommissioning investment strategies. However once decommissioning commences, they are
required to hold 75% of their investments in bonds and cash to ensure adequate liquidity to pay



decommissioning expenses. Five years prior to shutdown they will begin liquidating equity
investments and moving the proceeds to bond and cash investments.

All of the investments in the qualified trust are managed with a sensitivity to taxes because by law
qualified nuclear decommissioning trusts are subject to a 20% tax rate. Earnings on non-qualified
funds flow through to the owner and in the case of corporations are taxed at the corporate federal
tax rate of 35% plus any applicable state tax. Because of these differing tax rates, the three
municipal owners only invest in non-qualified funds because of their tax-exempt status. The sole
taxable owner has investments in both qualified and non-qualified funds. The funding model
assumes a 0% rate on the non-qualified funds because it has been the practice of the taxable owner
not to withdraw tax payments from the trust.

The Joint Owners decide annually how their contributions for the upcoming year will be invested
among the six funds. With the 2002 update of the Investment Guidelines, approved by the State
Treasurer, each Joint Owner may move up to 20% of their total fund assets among the funds
annually in order to rebalance individual investment portfolios in accordance with good financial
management practices. The State Treasurer must still approve any reallocations in excess of the
20% limit.

Current Status

The following table summarizes the year-end 2005 audited trust balances and approved 2006
contributions by fund:

Trust Balances and 2006 Contributions

Year-End 2005 2006 Contributions**

Fund | Investments Balances™
($Millions) (%) ($Millions) (%)
1A Fixed Income $88.7 26.1 $0.0 0.0
1B Core Equities 43.0 12.7 0.0 0.0
2 Fixed Income 46.1 13.6 0.3 10.2
3 Fixed Income 15.1 4.4 0.0 0.0
5 Core Equities 146.6 432 2.3 89.8
Total $339.5 100.0 $2.6 100.0

* Based on Howe, Riley and Howe audited numbers
** Contributions to the trust only; does not include escrow contributions

The total fund grew by $17.6 million in 2005, ending the year with a balance of $339.5 million.
The growth came from $6.7 million in contributions and $12.1 million in investment earnings less
current expenses (including deferred taxes) of $1.2 million. As of December 2005 the fund was
$6.6 million behind the $346.1 million balance projected in the approved funding schedule for
2005 (Exhibit 1) and $1.6 million lower than the $341.1 million year-end 2005 balance projected in
the funding schedules approved for contributions starting January 1, 2006.



This underperformance is not cause for concern. We do not anticipate that the fund will match the
projections in every year. Last year, for example, the fund was $9.3 million ahead of the projected
balance. When underperformance does occur, the following year’s contributions are higher, all
else being equal, in order to amortize the shortfall over the remaining life of the unit.

The underperformance relative to projections was due to the fact that investment returns in 2005
were relatively muted. Large capitalization stocks, as measured by the S&P 500, gained 4.9% for
the year. Mid-sized companies did better with the mid-cap sector producing over 12% retumns.
International stocks bested domestic issues, producing over 13% gains for large developed markets
despite a very strong dollar. Seabrook currently has exposure only to large cap domestic stocks,
although as discussed later, we propose that mid to small cap and international holdings should be
included in the portfolios in the future. The return on Seabrook’s two equity funds (Funds 1B and
5) mirrored the return on the S&P 500, the index fund in which they are invested.

On the bond front, the Federal Reserve Open Market Committee raised the fed funds rate eight
times in 2005, closing the year up 2% at 4.25%. As happened last year, these moves had little
effect on the long end of the yield curve so by year-end the curve was basically flat. In this
environment the Lehman Brothers Government/Credit Index gained 2.4%, lagging inflation by 1%.
Funds 1A and 2, Seabrook’s two taxable bond funds, had pre-tax returns in line with this
benchmark. The municipal bond fund (Fund 3) returned 2.1% for the year, slightly ahead of its
benchmark index.

Overall, the total trust was up 3.7% on a pre-tax basis and 3.4% after-taxes. The year-end asset
allocation of the fund was 56% stocks and 44% bonds, with the allocation changing only modestly
over the year. The allocation to stocks is anticipated to grow over the upcoming year as all Joint
Owners have either approved or are considering increases in their equity allocations.

Contributions to the trust fund for 2006 will total $2.6 million, with an additional $3.4 million
being placed in the escrow accounts as approved in the Order No. 2 of the NDFC dated December
22, 2005 in Docket No. 2005-1 (¥2005-1 Order™). Unlike last year, almost 90% of these
contributions will go into the equity funds as the Joint Owners work to increase their equity
allocations. As contributions are now relatively small compared to the assets in the trust, these
contributions alone are expected to have only a modest impact on the trust’s asset allocation.

All current contributions are going into the non-qualified funds. The three tax-exempt joint owners
make non-qualified contributions because investing in the qualified fund would subject them to a
20% tax rate on earnings. Until recently, under current tax law FPLE Seabrook could not make
qualified contributions because it is a non-regulated owner.

The Seabrook Funding Model

The Seabrook Funding Model is designed to compute the necessary contributions to the trust so
that there will be sufficient funds to decommission the facility when those costs are incurred over
the 20-year decommissioning period, now scheduled to begin in March 2030. On December 28,
2005, Seabrook Station received NRC approval of its request to extend the operating license of the



plant to recapture the approximately three and one half years from the time the license was granted
until Seabrook began actual operation.

The Seabrook model is iterative in form. It begins with an approximated initial contribution
amount for year one and then computes expected earnings and expenses for that year and finally
the year-end balance. It cycles through each year of the simulation (up to the last decommissioning
payment in 2050}, increasing contributions each year by the consumer price inflation rate (3%). At
the end it checks to see if there is a zero balance in the fund; if not, it uses a new approximated
initial contribution and repeats the computations until the balance at the end of 2050 is greater than
or equal to zero. A zero balance means that the amounts contributed to the trust fund plus earnings
equals the amount of all expenses over the life of the fund, including all decommissioning
expenses. A balance greater than zero means that the amount currently in the trust of the
applicable owner is, together with earnings, greater than the amount of all expenses over the life of
the fund, including all decommissioning expenses (i.e., that joint owner’s portion of the trust is
over-funded relative to the projected expenses applicable to that joint owner). These calculations
are performed for each joint owner and then aggregated for the total fund.

In making its computations, the model utilizes a number of inputs from various sources. Some of
these are known factual items such as current account balances while others are, of necessity,
estimates such as the decommissioning cost estimate that is approved by the NDFC,

Major Factual Input Variables
Asset balances by owner and fund: These come from the most recently available accounting data.

Direction of new contributions: Each joint owner makes an annual determination of where they
would like their contributions invested.

Target Asset Allocation: Each joint owner can specify a desired mix of stocks and bonds with the
option to either reallocate immediately to that target or to direct contributions in such a way as to
achieve that allocation over time. Once the target allocation is reached, the model simulates the
movement of money among the funds annually to maintain the mix. Different allocattons may
apply during the unit’s operating life and after decommissioning begins.

Tax Rates: A 20% federal tax rate applies to all earnings in the qualified trust. The model assumes
that all earnings in a given year are taxed (i.e. no unrealized gains). This is a very conservative
assumption. No taxes are charged against the non-qualified funds. Three of the joint owners are
tax-exempt entities and the fourth has not chosen to pay taxes out of its non-qualified fund assets.

Major Estimated Input Variables

Decommissioning Cost Estimate: This is based on the TLG Services’ periodic studies of the cost
to decommission Seabrook. The study includes the total cost in then current dollars as well as the
timing of decommussioning expenditures. The current cost estimate is $699.7 million as of year-
end 2006. This represents the most recent TLG estimate escalated at the decommissioning
escalation rate (4.5%) to the end of 2006.



Decommissioning Cost Escalation: This measures how the decommissioning costs are expected to
grow over time. This rate includes the various component costs to decommission the Seabrook
plant such as labor, materials, transportation, and waste disposal. The current estimate for cost
escalation is 4.5%, or 1.5% greater than general inflation as measured by the Consumer Price Index
(CP).

Investment Earnings: Prime, Buchholz & Associates is responsible for developing earnings
assumptions for each of the eight investment funds. The assumptions are designed to be
conservative and long-term in nature, thus there will not be significant changes from year to year.
In setting the assumptions PB&A looks at long-term historical returns on market indices
representing each fund’s allowed investments. Current assumptions are detailed later in this report.

Fund Expenses: In addition to decommissioning expenditures, the fund also pays for ongoing
operating expenses such as investment management fees, custody expenses, and audit and legal
costs. The model utilizes historic experience as a guide to future levels of these expenses. Overall,
administrative costs amount to approximate 0.2% of fund assets.

Starting Fund Balances: Historical fund balances reflected in the funding schedules are audited
fund account balances provided by the firm that audits the Seabrook trust fund accounts. Fund
balances by owner for the first year of the modeling (in this case year-end 2006) are projected
using the most recently available accounting data. Balances as of February 28, 2006 form the
starting point for the model included in this report. The accounting balances needed to be adjusted
down by approximately $800,000 this year due to an error at the custodian bank. Citizens
improperly deposited some contributions into the trust fund that should have gone into the escrow
account. We then estimate year-end balances by adding in scheduled contributions and estimated
earnings and netting out expected expenses. The year-end balances also reflect fund transfers that
the Joint Owners anticipate making. The approved model will be recomputed in December 2006 to
gain a more accurate estimate for 2007 contributions. As directed by the NDFC, this December re-
set will be calculated using the November trust fund balances, plus anticipated December earnings,
minus expenses, and the escrow account balance, with anticipated December escrow contributions
and earnings, minus expenses. '

Review of Current Investment Return Assumptions

Each year the investment assumptions are reviewed to ensure that they continue to represent
reasonable expectations for the future. The review compares the assumptions to the historical
returns on market indices. The indices are selected to be representative of each fund’s allowed
investments, as described in Seabrook’s Investment Guidelines. The comparisons emphasize
performance over long time periods, consistent with Seabrook’s long remaining expected life.

We utilize a building block approach based on “relative risk premia” to develop the investment
return assumptions. This expresses returns in the form of two components: inflation (as measured
by the CPI) and a “‘real” return or excess return over and above inflation. These then are combined
to compute “nominal”, or actual, total return expectations. In developing our inflation assumption,
we take into account current inflation trends and the expectations of economic forecasters. This



approach provides a link, through inflation, between the investment returns, contribution increases,
and various decommissioning components.

In developing the investment-related assumptions we strive to be conservative. We want
assumptions that are more likely to lead to a slight over-funding of the trust than an under-funding.
For example, by utilizing conservative earnings assumptions, the model will require higher future
contributions to offset the reduced earnings. By being conservative, we hopefully can minimize
the impact of any negative “surprises”, while benefiting disproportionately from good investment
experience.

This year we have developed a new return assumption for the equity funds, reflecting the plan to
further diversify the funds. Previously, the assumption (9.5%) was solely for large capitalization
domestic stocks, representative of the S&P 500 Index fund in which the equity funds are invested.
Based on extensive asset/liability modeling performed for the Joint Owners, it became clear that
diversifying the equity funds into small to mid capitalization stocks and international stocks could
improve long term returns, reduce risk, and provide a higher probability that the trust will be fully
funded at shutdown.

Prime, Buchholz & Associates utilizes historical characteristics as a starting point to develop the
inputs for each asset class. Actual assumptions represent forward-looking, long-term estimates
using relative risk premia. We consider the longest period for which data exists, as well as rolling
period (three-, five, and ten-year) returns. Significant discrete sub-periods, such as the post-World
War II period, are also analyzed. We also consider the current interest rate/inflation environment
and the level of equity valuations.

The assumptions for the new equity allocation are based on a target allocation of 55% to large-cap
equity securities, 30% to small- and mid-cap stocks, and 15% to intemational equities. This is the
target allocation that the municipal owners have selected. FPLE is in the process of determining its
allocation but we anticipate that the structure and assumed return will be similar to that utilized by
the municipal owners. FPLE’s equity return assumption will be modified in the December update,
if necessary.

Based on our historical analysis of domestic and international equity returns, the following long-
term assumptions for each asset class were determined:

Model Actual Return

Assumption (1970-2005)*
Large Capitalization U.S. Equities 9.50% 11.1%
Small to Mid-Capitalization U.S. Equities 10.25% 13.3%
International Developed Markets Equitics 10.00% 10.5%

* Actual returns are for the longest period for which all data series exist.

Weighting the individual rates by their proportion of the total equity fund results in a conservative
return assumption of 9.8% for Funds 1B, 5, and 6.



[t should be noted that the weights described above represent percentages of the equity fund, not
the total fund. Since equities cannot exceed 70% of the total fund, the allocation to international,

for example, would not exceed approximately 10% of the total fund (70% of the total fund times
the 15% allocation).

The current inflation and investment return assumptions are shown in the following table:

Current Assumptions
(Pre-Tax Returns}

Current Assumptions
Fund Investments Nominal Real’
1A Taxable Bonds 6.0% 3.0%
1B Diversified Stocks 9.8 6.8
IC Cash/Short-Term 35 0.5
2 Taxable Bonds 6.0 3.0
3 Tax-Exempt Bonds 4.8 1.8
4 Cash/Short-Term 35 0.5
5 Diversified Stocks 9.3 6.8
6 Diversified Stocks 9.8 6.8
Inflation 3.0

* real return = nominal return - inflation
Real Return Assumptions

Exhibit 2 shows the historic real returns produced by market indices representative of each fund’s
investments compared to our current assumptions. Exhibit 3 compares the funds’ actual returns
since inception to our assumptions and to representative market indices.

The exhibits show that our real return assumptions for bonds continue to be conservative. Both
actual and index returns have exceeded our assumptions. This is due largely to the long-term bull
market in bonds that we have experienced until recently. However, given the current environment
with the Federal Reserve continuing to raise short-term rates, actual bond returns may lag our
assumptions in the near term. This should not be cause for concern since the assumed returns are
designed to be long-term estimates over the funding life, and variation from those estimates on a
year to year basis is to be expected.

The results for the stock funds are somewhat more mixed. Our former real retum expectations of
6.5% appear conservative when compared to long-term historical numbers (Exhibit 2). However,
our nominal returns (Exhibit 3) have lagged the assumed 9.5% return by about 1% per year since
inception. Part of the reason for this underperformance is that this ten year period includes a three
year market decline (2000-2002) that is rivaled only by the great depression and the mid 1970°s
declines. In addition, about half of the shortfall is due to inflation running about 0.5% less than



anticipated. Given the relative uniqueness of this period, we continue to believe that the assumed
returns for the stock funds remain conservative.

The only change that we are recommending at this time is the increase in the equity retumn
assumption from 9.5% to 9.8% to reflect the addition of small to mid cap and international stocks.
We are not recommending any change to the assumptions for bonds. We believe that the current
assumptions are conservative estimates of future long-term market results.

Inflation Assumptions

After declining to 1.9% in 2003, inflation rose at a rate of 3.4% in 2005, in part due to increasing
energy costs. In an attempt to keep inflation under control, the Federal Reserve began a series of
short-term interest rates hikes in the second quarter of 2004 that continued throughout 2005, At
year-end 2005 the fed funds rate stood at 4.25%, almost a full percent greater than inflation. This
inflation level is still well below the long-term averages and most economists are predicting only
modest inflation growth going forward.

Annual Inflation

4 1%
14%

Percent

Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec
1945 1950 1955 1960 1963 197¢ 19735 1980 19835 1590 1995 2000 2005

While inflation has been under our 3% assumption much of the time the trust has been in existence,
we still believe that 3% is a good long-term assumption. This is somewhat lower than the long-
term historical average of 4.1%; however, the Fed’s current approach to controlling inflation
should minimize the inflation extremes seen in the post-WWII period and during the 1970s.

Funding Assurance Escrow Earnings Assumptions

The escrow funds were designed as short-term investment vehicles to hold additional contributions,
some portion of which may ultimately be placed into the trust fund. Allowed investments under
the escrow agreement include treasury and fully-backed agency paper with a maturity not more
than the earlier of two years or December 31, 2007 and money market funds with similar
investment criteria as those applicable to the trust. The joint owners chose to invest their escrow
amounts in money market funds. The taxable securities fund invests in taxable instruments such as
treasury bills and commercial paper. The tax-exempt securities fund holds municipal, tax-exempt
securities. Currently, all municipal owners ar¢ invested in the taxable securities fund, and FPLE
anticipates moving to this fund once the escrow accounts are transterred to the new custodian,
Mellon Bank.



As with the other funds, we developed return assumptions by reviewing market indices on similar
investments. The following table shows the returns for the Lipper Money Market Indices for both
taxable and tax-exempt funds.

Lipper Money Market Index Returns
{Periods Ending December 31, 2005)

Taxable Tax-Exempt
5 Years 2.5% 1.6%
10 Years 3.8 2.4
Assumption 3.5 2.3

As with the other assumptions, we do not recommend any changes to the escrow retumn estimates at this
time. Qur assumptions are in line with, if not slightly less than, longer-term history.

Funding Schedule Changes

There have been only modest changes to the funding schedule this year. One change involves the
addition of a new fund, Fund 6. This was the result of the proposed diversification of the equity
fund. To date, both the taxable and tax-exempt owners have invested in the sole non-qualified
equity fund (Fund 5). Fund 5 investments were originally placed in an S&P 500 index fund that
had advantages for both taxable and tax-exempt owners. For the taxable owner, the index fund is
inherently lower turnover (less than 10%), thus limiting the level of realized capital gains and the
resultant taxes. For the tax-exempt owners, it provides broad large cap exposure at a minimal cost.

With the proposed move into small- to mid-cap and international stocks, the issue of tax
management became more central. Understandably, the taxable owner wanted managers who
would consider taxes as part of their strategy, while the tax-exempt owners had no need of such a
capability. As a result, it was decided to create two non-qualified equity funds, one for the taxable
owner and one for the three tax-exempt owners. Each group then can select managers appropriate
to their needs.

The other modification to the funding model was the change in the shutdown date from October
2026 to March 2030. This was due to Seabrook gaining approval from the NRC to extend their
license to recapture the approximately three and one half years from the time the license was
granted until Seabrook began actual operation. As a result the ultimate completion of
decommissioning now occurs at year-end 2050. Contributions are also expected to continue until
2030 in order to equitably spread the cost of decommissioning across all consumers.

As with last year’s approved model, this model also assumes that assets may be invested in
equities, up to 25% of the trust, during the tail decommissioning period (except for the final five
years). This allocation is subject to the constraint that there must always be at least 3.3 times the
next year’s decommissioning expenditures invested in cash or liquid fixed income investments.

In addition to the funding model, changes were made to the computation of the 2006 year-end
balances. Previously the calculations assumed that all transfers between funds happened at the end



of the year. However now that FPLE is making meaningful transfers during the year, the
calculations were modified to reflect the actual quarterly transfers. Since one of the goals of the
transfers is to increase their equity allocation, this change has in effect of increasing fund earnings
and thus year-end 2006 balances.

Funding Schedule Results

Required contributions for 2007 are projected to be $529,460 into the trust fund and $176,487 into
the escrow accounts. This is a significant reduction from the $2.6 million projected for 2007 in last
year’s funding schedule. The projections also indicate that FPLE is currently overfunded; that is,
its past contributions combined with the future earnings are more than sufficient to pay its share of
all expenses including decommissioning costs.

Several factors contributed to the contribution decline. The major factor was the four year license
extension. This resulted in four more years of earnings when the fund is at its peak value. It also
caused contributions to be spread over 24 years versus the prior 20 years. The increase in the
equity return assumption by 0.3% also had a strong impact. Other factors that contributed, but to a
lesser extent, included strong January 2006 returns that boosted the end of February values used in
the computation of year-end 2006 balances, the change in methodology for computing the 2006
year-end balances. FPLE’s decision to focus its higher earning equity investments in the non-
qualified trust which is not taxed within the trust, and Taunton’s and Hudson’s decision to invest in
equities.

The trust is expected to be slightly over 53% funded by the end of 2006 and close to 55% by year-
end 2007. At year-end 2005 the trust was just under 53% funded. With assets projected to be
close to $375 million at the end of this year, the trust is now in a position where earnings are a
much larger component of trust growth than contributions.

The full funding and funding assurance escrow schedules are attached as Exhibit 4.

Conclusions

We applaud the Joint Owner’s decision to seek approval for greater diversification of their equity
holdings. The asset/liability studies conducted for the Joint Owners show that additional equity
diversification increases the trust return while reducing trust risk. in addition, we continue to
believe that the funding model and its underlying assumptions, taken in their entirety, represent a
reasonable projection of future trust fund growth and associated funding requirements.

10



Key Funding Model Assumptions

Decommissioning Cost $613.2 million (as of 12/31/2003)
Funding Ends 2030
Decommissioning Begins 2030
Decommissioning Ends 2050
CPl1 Inflation Factor 3.0%
Decommissioning Cost Escalation 4.5%

Real Eamings Rates (pre-tax)

Fund 1A 3.0%
Fund 1B 6.8%
Fund 1C 0.5%
Fund 2 3.0%
Fund 3 1.8%
Fund 4 0.5%
Fund 5 6.8%
Fund 6 6.8%
Escrow tax-exempt owners 0.5%
Escrow taxable owners -0.7%
Maximum Equity Allocation 70% for each joint owner

11
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Exhibit 2

Historic Real Returns (%)

Periods Ending 12/31/05

Rolling Period Returns'

Market Index 5Yrs 10 Yrs 20 Yrs 10 Yrs 20 Yrs
Funds 1A and 2 (assumed 3.0%)

LB’ Interm. Government/Credit 29 32 42 4.6 4.8
LB Government/Credit 35 KX 4.8 5.0 5.2
LB Aggregate 33 3.6 4.8 5.7 57
Fund 3 (assumed 1.8%)

LB 5 Yr. Municipal Bond 2.1 2.2 NA 32 NA
LB 10 Yr. Municipal Bond 29 3.1 43 5.1 5.2
Funds 1B and 5 (assumed 6.5%)

S&P 500 -1.9 6.4 8.7 3.2 7.0
Inflation (assumed 3.0%)

CPI (nominal) 2.5 2.5 29 4.0 4.4

! Average of consecutive 10 and 20 year periods in the post WW 11 period (e.g. 1946-1955,1947-1956, etc.). Time periods vary by series;
beginning dates are: LB G/C and G/C Interm.- 1/73; LB Agg - 1/76; LB 5 Yr. Muni - 01/88; LB 10 Yr. Muni - 1/80; S&P 500, 30-Day

Treasury Bills, and Inflation - 1/45.

2 Lehman Brothers
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Exhibit 3
Comparison of Actual Returns

Since Inception Returns '
Periods Ending 12/05

Fund/Benchmark Nominal Real
Fund 1A°* 6.1% 3.5%
Fund 2 6.4% 3.8%
Current Assumption 6.0 3.0
LB’ Intermediate Government/Credit 6.2 35
LB Government/Credit 6.8 4.1
LB Aggregate 6.7 3.9
Fund 3 4.9% 2.4%
Current Assumption 4.8 1.8
LB 5 Yr. Municipal Bond 53 2.7
LB 10 Yr. Municipal Bond 6.4 3.7
Fund 1B’ 8.3% 5.7%
Fund 5 8.1% 5.5%
Current Assumption 9.5 6.5
S&P 500 9.1 6.4
Inflation 2.5% B
Current Assumption 3.0 -

Inception for current management of Funds 1A, 2, 3, and 4 was 12/31/93
Inception for Funds 1B and 5 was 3/31/96

Pre-tax retumns

14




Exhibit 4

Joint Owner Funding Schedule

Financial Assurance Escrow Account Funding Schedule

15
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UNITED STATES |

NUCLEAR REGULATORY COMMISSION Cor-057 v3

WASHINGTON, D.C. 20555-0001
December 28, 2005

RECEIVED

Mr. Gene St. Pierre, Site Vice President JAN 0 5 2006
c/o James M. Peschel

Seabrook Station GENE ST. PIERRE
FPL Energy Seabrook, LL.C

PO Box 300

Seabrook, NH 03874

SUBJECT: SEABROOK STATION, UNIT NO. 1 - iSSUANCE OF AMENDMENT
RE: RECAPTURE OF ZERO-POWER AND LOW-POWER TESTING TIME
(TAC NO. MC6548)

Dear Mr. St. Pierre:

The Commission has issued the enclosed Amendment No. 105 to Facility Operating License
(FOL) No. NPF-86 for Seabrook Station, Unit No. 1. The amendment consist of a change to
the FOL in response to your application dated March 28, 2005, as supplemented by letter dated
September 23, 2005.

The amendment extends the expiration date of the FOL from October 17, 2026, to March 15,
2030, to recapture zero- and low-power testing time. The extended date is 40 years from when
the full-power license was issued, in accordance with Section 103.c of the Atomic Energy Act of
1954, as amended, Title 10 of the Code of Federal Regulations Sections 50.56, and 50.57, and
Nuclear Regulatory Commission policy as stated in the Staff Requirements Memorandum
SECY-98-296, dated March 30, 1999.

A copy of the related Safety Evaluation is also enclosed. Notice of issuance will be included in
the Commission’s biweekly Federal Register notice.

Sincerely,

G. Edward Miller, Project Manager
Plant Licensing Branch |-2

Division of Operating Reactor Licensing
Office of Nuclear Reactor Regulation

Docket No. 50-443
Enclosures: 1. Amendment No.105 to
FOL No. NPF-86
2. Safety Evaluation

cc w/encls: See next page



Seabrook Station, Unit No. 1
cc:

Mr. Peter Brann

Assistant Attormey General
State House, Station #6
Augusia, ME 04333

Resident Inspector

U.S. Nuclear Regulatory Commission
Seabrook Nuclear Power Station
P.O. Box 1149

Seabrook, NH 03874

Town of Exeter
10 Front Street
Exeter, NH 03823

Regional Administrator, Region |
U.S. Nuclear Regulatory Commission
475 Allendale Road

King of Prussia, PA 19406

Office of the Attorney General
One Ashburton Place, 20th Floor
Boston, MA 02108

Board of Selectmen
Town of Amesbury
Town Hall

Amesbury, MA 01913

Ms. Deborah Beli

Federal Emergency Management Agency
Region |

J.W. McCormack P.O. &

Courthouse Building, Room 401

Boston, MA 02109

Mr. Tom Crimmins

Polestar Applied Technoiogy
One First Street, Suite 4

Los Altos, CA 94019

Mr. Stephen McGrait, Director

ATTN: James Muckerheide
Massachusetts Emergency Management
Agency

400 Worcester Road

Framingham, MA 01702-5399

Philip T. McLaughlin, Attorney General

Steven M. Houran, Deputy Attorney
General

33 Capitol Street

Concord, NH 03301

Mr. Bruce Cheney, Director

New Hampshire Office of Emergency
Management

State Office Park South

107 Pleasant Street

Concord, NH 03301

Mr. M. S. Ross, Managing Attorney
Florida Power & Light Company
P.O. Box 14000

Juno Beach, FLL 33408-0420

Mr. Rajiv S. Kundalkar

Vice President - Nuclear Engineering
Florida Power & Light Company
P.O. Box 14000

Juno Beach, FL 33408-0420

Mr. James M. Peschel
Regulatory Programs Manager
Seabrook Station

FPL Energy Seabrook, LLC
PO Box 300

Seabrook, NH 03874

Mr. David Moore

Vice President, Nuclear Operations Support
Florida Power & Light Company

P.O. Box 14000

Juno Beach, FL 33408-0420

Ms. Marjan Mashhadi

Senior Attorney

Florida Power & Light Company

801 Pennsylvania Ave., NW Suite 220
Washington, DC 20004



UNITED STATES
NUCLEAR REGULATORY COMMISSION

WASHINGTON, D.C. 20555-0001

FPL ENERGY SEABROOK, LLC, ET AL.*

DOCKET NO. 50-443

SEABROOK STATION, UNIT NO. 1

AMENDMENT TO FACILITY OPERATING LICENSE

Amendment No. 105
l.icense No. NPF-86

1. The Nuclear Regulatory Commission (the Commission) has found that:

A.

The application for amendment filed by FPL Energy Seabrook, LLC, et al. (the
licensee), dated March 28, 2005, as supplemented by letter dated

September 23, 2005, complies with the standards and requirements of the
Atomic Energy Act of 1954, as amended (the Act), and the Commission’s rules
and regulations set forth in 10 CFR Chapter i;

The facility will operate in conformity with the application, the provisions of the
Act, and the rules and regulations of the Commission;

There is reasonable assurance: (i) that the activities authorized by this
amendment can be conducted without endangering the health and safety of the
public, and (ii} that such activities will be conducted in compliance with the
Commission’s regulations;

The issuance of this amendment will not be inimical to the common defense and
security or to the health and safety of the public; and

The issuance of this amendment is in accordance with 10 CFR Part 51 of the
Commission’s regulations and alf applicable requirements have been satisfied.

*FPL Energy Seabrook, LLC (FPLE Seabrook) is authorized to act as agent for the following:
Hudson Light & Power Department, Massachusetts Municipal Whalesale Electric Company,
and Taunton Municipal Light Plant. FPLE Seabrook has exclusive responsibility and control
over the physical construction, operation and maintenance of the facility.
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2. Accordingly, Facility Operating License NPF-86 is amended by changes to the
Operating License as indicated in the attachment to this license amendment.

3. This license amendment is effective as of its date of issuance and shall be implemented
within 30 days of issuance.

FOR THE NUCLEAR REGULATORY COMMISSION

Division of Operating Reactor Licensing
Office of Nuclear Reactor Regulation

Attachment: Changes to the Operating License

Date of Issuance: December 28, 2005



ATTACHMENT TO LICENSE AMENDMENT NO.105

FACILITY OPERATING LICENSE NO. NPF-86

DOCKET NO. 50-443

Revise the Facility Operating License No. NPF-86 by removing the page identified below and
inserting the enclosed page. The revised page is identified by amendment number and
contains marginal lines indicating the areas of change.

Remove Insert
Page 7 Page 7




J. Additional Conditions

The Additional Conditions contained in Appendix C, as revised through
Amendment No. 94, are hereby incorporated into this license. FPL Energy
Seabrook, LLC, shall operate the facliity in accordance with the Additional
Conditions.

3.  This license is effective as of the date of issuance and shall expire at midnight on
March 15, 2030.

FOR THE NUCLEAR REGULATORY COMMISSION

(Original signhed by:
Thomas E. Murley)

Thomas E. Murley, Director
Office of Nuclear Reactor Regulation

Attachments/Appendices:

1. Appendix A - Technical Specifications (NUREG-1386)
2. Appendix B - Environmental Protection Plan

3. Appendix C - Additional Conditions

Date of Issuance: March 15, 1980

AMENDMENT NO, 86,-943 105



UNITED STATES
NUCLEAR REGULATORY COMMISSION

WASHINGTON, D.C. 20555-0001

SAFETY EVALUATION BY THE OFFICE OF NUCLEAR REACTOR REGULATION

RELATED TO AMENDMENT NO. 105 TO FACILITY OPERATING LICENSE NO. NPF-86

FPL ENERGY SEABROOK, LLC

SEABROOK STATION, UNIT NO. 1

DOCKET NO. 50-443

1.0 INTRODUCTION

By letter dated March 28, 2005, as supplemented by letter dated September 23, 2005,
FPL Energy Seabrook, LLC (FPLE or the licensee) submitted a request for a change to the
Operating License for Seabrook Station, Unit No. 1 (Seabrook).

The current operating licensed term for Seabrook ends on October 17, 2026. This is 40 years
from the date of the zero-power operating license, which was issued on October 17,1986. The
amendment would extend the expiration date of the operating license from October 17, 2026, to
March 15, 2030. The extended date for termination of the operating license would be 40 years
after issuance of the full-power operating license which was issued on March 15, 1990. This
proposed amendment is not a request for license renewal under Title 10 of the Code of Federal

Regulations (10 CFR) Part 54.

The supplement dated September 23, 2005, provided additional information that clarified the
application, did not expand the scope of the application as originaily noticed, and did not
change the Nuclear Reguiatory Commission (NRC or the Commission) staff's original proposed
no significant hazards consideration determination as published in the Federal Register on

May 24, 2005 (70 FR 29797).

2.0 REGULATORY EVALUATION

Section 103.c of the Atomic Energy Act of 1954, as amended (the Act), provides that a license
is to be issued for a specific period not to exceed 40 years. Section 50.51.(a) of 10 CFR
specifies that each license will be issued for a fixed period of time not to exceed 40 years from
the date of issuance. Additionally, 10 CFR 50.56 and 10 CFR 50.57 allow the issuance of an
operating license pursuant to 10 CFR 50.51 after the construction of the facility has been
substantially completed, in conformity with the construction permit and when other provisions
specified in 10 CFR 50.57 are met. Consistent with Section 103.¢ of the Act and

Sections 50.51, 50.56, and 50.57 of 10 CFR, the licensee, by its application of March 28, 2005,
and supplement dated September 23, 2005, seeks an extension that would permit Seabrook to
operate for the full 40-year lifetime from the date when the full-power operating license was
issued. The proposed extension is consistent with the Commission's policy stated in the Staff
Requirements Memorandum (SRM) dated March 30, 1999, from Andrew L. Bates, Acting
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Secretary, to William D. Travers, Executive Director for Operations. The SRM was in response
to SECY-98-296, “Agency Policy Regarding Licensee Recapture of Low-Power Testing or
Shutdown Time for Nuclear Power Plants,” and stated:

The Commission has approved the staff’'s plans to grant the Grand Gulf license
amendment to amend the expiration date of the license to recover the time spent
in low power testing before receiving the Full Power Operating License (FPOL).
The Commission also approved the granting of similar requests from other
licensees provided that the 40-year license term began with the issuance of a
Low Power Operating License (LPOL) and a separate FPOL was issued.

3.0 TECHNICAL EVALUATION

The NRC staff has evaluated the environmental and safety issues associated with the proposed
amendment which would allow 41 months of additional plant operation for Seabrook. The
major safety issues are the effects of aging and neutron fluence on plant structures and
equipment. This is addressed in Section 3.1.

FPLE'’s request for an extension of the operating license is based on the fact that a 40-year
service life was considered during the design and construction of the plant. Although this does
not mean that some components will not wear out during the plant’s lifetime, design features
were incorporated that provide the ability to inspect structures, systems, and components
during this lifetime. Surveillance, ability to inspect, and maintenance practices, that were
implemented in accordance with the American Society of Mechanical Engineers (ASME) Boiler
and Pressure Vessel Code (Code) for inservice inspection and testing of pumps and vatves and
Seabrook’s Technical Specifications (TSs), provide assurance that any degradation in the
plant’s safety equipment will be identified and corrected to provide safe operation of the plant's
proposed license extension period. The specific provisions and requirements for ASME Code
testing are set forth in 10 CFR 50.55a.

31 Safety Assessment
3.1.1 Neutron Damage of the Reactor Pressure Vessel

The reactor pressure vessel (RPV) was designed and fabricated in accordance with the
requirements of Section Ill, Class 1, of the ASME Code Edition, Addenda, and ASME Code
Cases applicable at the time of design and construction. Operating limitations of the ASME
Code and of Appendix G, “Fracture Toughness Requirements,” of 10 CFR Part 50 are also
applicable. The RPV and the reactor coolant system were designed to allow inspections in
accordance with Section Xi of the ASME Code. The NRC staff’s evaluation approving the
programs and their implementation with respect to these structures is contained in

the Seabrook Safety Evaluation Report (NUREG-0896 and its nine supplements}.

Over the operating life of a reactor vessel, ferritic materials exposed to neutron irradiation will
undergo a decrease in fracture toughness. A surveillance program in accordance with the
requirements of Appendix H, “Reactor Vessel Material Surveillance Program Requirements,” of
10 CFR Part 50, monitors changes in fracture toughness. The surveillance program ensures
that the safety margins remain sufficient to prevent brittle failure of the reactor vessel.
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According to the currently-approved version of the reactor vessel surveillance program
withdrawal schedule, contained in the Seabrook Technical Requirements Manual, three
capsules have been withdrawn to date. Results from capsules U and Y have been reported to
the NRC. Capsule V was scheduled to be withdrawn during the refueling outage at the end of
Cycle 10.

The results of the analysis of capsule V must be reported to the NRC within one year of
withdrawal. The results from capsules U and Y, as analyzed using the guidance in Regulatory
Guide (RG) 1.99, indicate that the surveillance data are credible. Accordingly, the Reference
Temperature nil-ductility transition (RT,,, ), Reference Temperature pressurized thermal shock
{RTers ) and upper-shelf energies were determined for each vessel beltline material. It was
determined that the plate and weld material upper-shelf energies will remain above 50 ft-ib
through the end of the original license period and through the period being sought for
recapture. Also, based on surveillance data or based on RG predictions, as appropriate, the
RT.s values are below the screening criteria at the end of the period being sought for
recapture. Finally, the adjusted RT,y; values have been used to adjust the operating
parameters, i.e., reactor coolant system pressure/temperature limitations on heatup, cooldown,
and low temperature overpressure protection (LTOP) specified in TS 3/4.4.9.

3.1.2 Compliance with Appendices G and H of 10 CFR Part 50, and 10 CFR 50.61

Appendix G of 10 CFR Part 50, and 10 CFR 50.61, contain screening criteria for Charpy
upper-shelf energy (USE) and pressurized thermal shock, respectively. Appendix H of 10 CFR
Part 50 contains a description of reactor vesse! surveillance program requirements.

The screening criteria in Appendix G are that the reactor vessel beltline material have a USE of
no less than 50 ft-lb. The data from the licensee'’s response to Generic Letter 92-01,

Revision 1, Supplement 1, as entered into the Reactor Vessel Integrity Database, were
evaluated by the NRC staff and the minimum USE at the end of the requested license
extension period is above 60 ft-Ib for the material with the minimum USE, lower-shell plate
R1808-2. The minimum USE is above the minimum required USE of 50 ft-lb which satisfies the
requirements of 10 CFR 50, Appendix G.

Appendix G also requires that the plant operating parameters (i.e., reactor coolant system
pressuref/temperature limitations on heatup, cooldown, and LTOP based on RTy,r) must be
adjusted to account for the effects of neutron radiation. Seabrook used results of available
surveillance capsule data to adjust the plant operating parameters, as required.

The screening criteria in 10 CFR 50.61 are that the reference temperature RTg;g values be less
than 270 °F for plates, forgings, and axial welds, and 300 °F for circumferential welds at the
expiration of the license. According to 10 CFR 50.61, the assessment of the beltline materials
must be updated upon request for a change in the expiration date for the facility. The request
for recapture of testing time constitutes a request for change in the expiration date; therefore,
an updated assessment is required. By letter dated September 23, 2005, Seabrook provided
updated values for RT,5 for all of the reactor vessel beltline materials. The values, which are
presented in Table 1, satisfy the requirements of 10 CFR 50.61 at the end of the requested
period of recapture.
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In response to a request for additional information, the licensee provided by letter dated
September 23, 2005, a description of the effect of a recapture period on the surveillance
capsule withdrawal schedule. The withdrawal schedule was determined per the guidelines in
American Society for Testing and Materials (ASTM) E-185. The RTyg; temperature shift
(ART 5y ) values were calculated using updated fluence values assuming 40 effective full-power
years (EFPYs) at the end-of-license (EOL) for all reactor vessel beltline materials. The
projected maximum EQL transition temperature increase of the beltline materials is less than
100 °F. As the maximum transition temperature shift is less than 100 °F at EOL, the number of
surveillance capsules required to be tested per ASTM E-185 is unchanged at three capsules.
The Seabrook surveillance capsule program has pulled and tested three capsules to date. A
fourth capsule is scheduled to be removed at a time when the capsule fluence corresponds to
not-less-than-once or greater-than-twice the peak inside-diameter fluence at EOL. The
scheduled removal time is 21 EFPYs with a fluence of approximately 4.24 x 10" n/cm?. With a
new EOL fluence of 2.20 x 10" nfcm?, the last capsule will meet the ASTM E-185 criteria
removal time criteria and the current reactor vessel surveillance program is unaffected.
Therefore, the proposed license expiration date does not require revision of the existing
Seabrook surveillance capsule withdrawal schedule.

Based on the above, there is reasonable assurance that Seabrook will, for the proposed license
term extension requested, continue to meet the requirements of 10 CFR 50.61, Appendices G
and H, and their operating license with respect to the RPV.

Table 1: RTPTS Calculations for Seabrook Beltline Region Materials, 40 EFPYs
— -

Material Fluence FF CF | ART® | Margin | RT\pr0,® | RTpps @
(x10" nfem’, ('F) F) ('F) (F) ('F)
E>1.0 MeV)
' ]

Intermediate Shelf Plate 2.20 1.21 | 28.5 34.5 34 40 109
R-1806-1
Intermediate Shell Plate 2.20 1.21 137 44.8 34 0 79
R-1806-2
Intermediate Shell Plate 2.20 1.21 | 47.5 57.5 34 10 102
R-1806-3
Lower Shell Plate 2.20 121 |37 44.8 34 40 119 ]l
R-1808-1
Lower Shell Plate 2.20 1.21 | 37 44.8 34 10 89
R-1808-2
Lower Shell Plate 2.20 121 | 44 53.2 34 40 127
R-1808-3
Using C/S Data 2.20 1.21 | 395 47.8 174 40 105
Intermediate and 1.21 | 30.7 371 37.1 -60 14
Longitudinal Weld 2.20
Seams (Heat # 4P6052)




Material Fluence FF CF | ARTys @ | Margin | RTyore,® | RTpps ®
(x1 011 n’cml‘ -F -F L] 01 ol
E>1.0 Me¥) (F) ('F) (F (F) {'F}
Using C/S Data® 2.20 1.21 | 124 15.0 154 -60 -301[
Intermediate to Lower 121 | 307 37.1 371 -60 14
Shell Girth Weld Seams 2.20
(Heat # 4P6052)
Using C/S Data® 2.20 1.21 {124 15.0 159 -60 -30 ]J
Notes:
(a) Initial RT o values are measured values

(b) RTprs = RTypr + ARTeys + Margin ('F)
(¢}  ART.s=CF*FF
(d) Using Credible Surveillance Data

3.1.3 Structures

The concrete and steel Category 1 structures at Seabrook were designed and constructed in
accordance with the General Design Criteria of Appendix A, “General Design Criteria for
Nuctear Power Plants,” to 10 CFR Part 50. This is discussed in Sections 3.1 and 3.2 of the
Updated Final Safety Evaluation Report. The licensee’s design basis, fabrication, construction,
and implementation of quality assurance (QA) criteria for the plant were reviewed by the NRC
staff when the plant was being licensed for low-power operation. The NRC staff's evaluation
approving the programs and its implementation with respect to these structures are contained in
NUREG-0896 and its nine supplements. Industrial experience with concrete and steel
structures confirms that a service life in excess of 40 years may be anticipated.

The major codes and specifications used in the design and construction of the Category |
concrete and steel structures were, respectively, American Concrete Institute (ACl) 318-71,
“Building Code Requirements for Reinforced Concrete,” and the American Institute of Steel
Constructions Specification, “Specification for the Design, Fabrication, and Erection of
Structural Steel for Buildings.” The foundations of the seismic Category | structures are
reinforced concrete designed to ACI 318-71. Section 3.8 of NUREG-0896 stated that the
criteria that were used in the analysis, design, and construction of seismic Category 1 structures
at Seabrook account for anticipated loadings and postulated conditions that may be imposed on
the structures during their service lifetime, which would include the requested 3.4 years of
additional power operation.

These criteria are in conformance with the established criteria, codes, standards, and
specifications acceptable to the NRC staff. The licensee’s use of the indicated codes,
standards, and specifications in the plant’s design, analyses, and construction, and the
licensee's QA program required by Appendix B, “Quality Assurance Criteria for Nuclear Power
Plants and Fuel Reprocessing Plants,” to 10 CFR Part 50, as approved by NUREG-0896 and its
supplements, provide reasonable assurance that the concrete and steel structures will, for the
proposed license term extension requested by the licensee, continue to meet the applicable
provisions of the rules and regulations of the Commission, and the Seabrook license.



3.1.4 Mechanical Equipment

With regard to equipment lifetime, Seabrook was designed, licensed, and constructed for a
40-year service life. The reactor coolant system components and support systems were
analyzed for the integrated effects of radiation damage and cyclic loadings (with added margin)
that could reascnably be expected to occur in the 40-year lifetime from the FPOL. Surveillance
and maintenance practices were implemented in accordance with the ASME Code for inservice
inspection and inservice testing of pumps and valves, a maintenance program satisfying

10 CFR 50.65 requirements, and the facility's TSs. These TSs are part of the plant’s operating
license and have been approved by the NRC, as are all subsequent changes to the TSs. The
specific provisions and requirements for ASME Code testing are set forth in 10 CFR 50.55a.

Surveillance, maintenance, and testing requirements for mechanical equipment are in place at
the plant to verity operability, or to detect degradation and ensure that the equipment that does
degrade is replaced or other corrective actions are taken. in addition, subcomponents such as
nonmetallics (e.g., gaskets and O-rings) are inspected and replaced as necessary, as part of
routine maintenance in order to ensure the design life ot equipment. The licensee stated that
surveillance, inspection, and testing requirements at Seabrock, which apply during the
operating life of the plant, include the following:

ASME Code Section X!: Equipment that is safety-related is ASME Code
Class 1, 2, or 3 and is subject to the inservice inspection and testing
requirements of Section Xl and 10 CFR 50.55a, except where relief has been
granted in writing from these requirements. These requirements apply
throughout the operating life of a plant and will provide reasonable assurance
that mechanical components will be properly monitored throughout the plant
lifetime.

Technical Specifications (TSs): 10 CFR 50.36 requires the establishment of
limiting conditions for operation (LCOs) for certain equipment. {LCOs are the
lowest functional capability or performance levels of equipment required for safe
operation of the facility). This equipment is subject to the surveillance and
testing requirements in the TSs to assure systems are operable. These
surveitlance requirements include calibration and inspection of systems and
components to ensure that operation of the plant will remain in accordance with
the [LCOs).

10 CFR Part 50, Appendix J: Equipment and components associated with
containment penetrations, including containment isolation valves, are subject to
the leak testing requirements in Appendix J, “Primary Reactor Containment
Leakage Testing for Water-Cooled Power Reactors.” This is for Type Band C
testing of valves and penetrations, and Type A testing of the overalt containment
structure. These tests verify the integrity of the containment and associated
components, and confirm that the containment and associated components are
capabie of performing their designed safety function as assumed in the accident
analysis for Seabrook.
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From this evaluation, the NRC staff considers that compliance with the codes, standards, and
regulatory requirements to which mechanical equipment were analyzed, constructed, tested,
and inspected provide adequate assurance that the structural integrity of equipment important
to safety will be maintained during the operating lifetime of the plant and during the additional
period authorized by this amendment. Any significant degradation by such equipment would be
discovered and the equipment restored to an acceptable and operable condition.

3.1.5 Electrical Equipment

Aging analysis has been performed for all safety-related electrical equipment in accordance
with 10 CFR 50.489, “Environmental qualification of electric equipment important to safety for
nuclear power plants,” identifying qualified lifetimes for this equipment. These lifetimes have
been incorporated into plant equipment maintenance and replacement practices to ensure that
all electrical equipment important to safety remains qualified and available to perform its safety
function regardless of the overall age of the plant. If a component has a qualified life of less
than 40 years, its replacement is scheduled through the maintenance program. Therefore, the
NRC staff considers that the environmental qualification program will support the proposed
amendment.

3.1.6 QA and Maintenance Programs

In licensing Seabrook, the NRC staff reviewed the QA programs and the conduct of operations
including the maintenance procedures at Seabrook. The QA programs for Seabrook’s
operations will assess how the organization is following procedures and meeting requirements
for these operations. This would include the maintenance programs at Seabrook that assure
the equipment is operable. In NUREG-0896, the NRC staff concluded that the QA programs
and maintenance procedures were acceptable. The maintenance programs must operate in
conformance with 10 CFR 50.65, “Requirements for Monitoring the Effectiveness of
Maintenance at Nuclear Power Plants.”

Inspections by the NRC staff of the QA and maintenance programs at Seabrook, since the plant
was licensed, found that these programs remain acceptable. The QA programs meet the
requirements of Appendix 8 to 10 CFR Part 50.

Therefore, the NRC staff considers that the licensee’s implementation and use of these
programs at Seabrook provides reasonable assurance that equipment important to safety will,
for the proposed license term extension requested by the licensee, be in conformity with the
applicable provisions of the rules and regulations of the Commission, and the Seabrook license.

Based on the discussion above and on the safety and environmental issues involved with
granting an extension to the operating license, there are no safety issues that wouid preclude
the additional operation of Seabrook. Based on this, the NRC staff concludes that the
proposed amendment is acceptable; however, it should be noted that the above evaluation
would not be sufficient for license renewal under 10 CFR Part 54.



4.0 STATE CONSULTATION

In accordance with the Commission's regulations, the New Hampshire and Massachusetts
State officials were notified of the proposed issuance of the amendment. The State officials
had no comments.

50 ENVIRONMENTAL CONSIDERATION

Pursuant to 10 CFR 51.21, §1.32, and 51.35, an environmental assessment and finding of no
significant impact has been prepared for the proposed amendment and published in the
Federal Register on December 20, 2005 (70 FR 75487). Accordingly, based upon the
environmental assessment, the staff has determined that the issuance of the amendment will
not have a significant effect on the quality of the human environment.

6.0 CONCLUSION

The Commission has conciuded, based on the considerations discussed above, that (1) there is
reasonable assurance that the health and safety of the public will not be endangered by
operation in the proposed manner, (2) such activities will be conducted in compliance with the
Commission's regulations, and (3) the issuance of the amendment will not be inimical to the
common defense and security or to the health and safety of the pubilic.

Principal Contributor; V. Nerses
R. Hardies

Date: Decembhar 28, 2005
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ATTACHMENT D
(Funding Schedules with March, 2030 shutdown)
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TABLE 1
SEABROOK, FPL NUCLEAR AND INDUSTRY UNIT CAPABILITY FACTORS
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Seabrook, FPL Nuclear and Industry World Association of Nuclear Operators
Performance Indicator Index (1)

100.0
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0.0

87.9
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FPLEnRergy
Seabrook Station

100.0

99.8 100.0 100.0

99.3

2004

2002 2003

1998 1999 2000 2001 2005
e FP&L Nuclear 1 FPLE Seabrook —ai— INdustry Average
(1) Green bars represent combined Turkey Point Nuclear Plant and St. Lucie Nuclear Plant Performance
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TABLE 2 :
SEABROOK, FPL NUCLEAR AND INDUSTRY WORLD ASSOCIATION OF
NUCLEAR OPERATORS PERFORMANCE INDICATOR INDEX
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Seabrook, FPL Nuclear and Industry World Association of Nuclear Operators
Performance Indicator Index (7
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(1) Green bars represent combined Turkey Point Nuclear Plant and St. Lucie Nuclear Plant Performance
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TABLE 3
SEABROOK AND FPL NUCLEAR SAFETY AND RELIABILITY PERFORMANCE
NRC INDICATORS
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Seabrook and FP&L Nuclear Units NRC Safety and Reliability Performance Indicators
(4th Quarter 20095)

PSL 1 PSL 2 PTN 3 PTN 4 Seabrook

Initiating Event Cornerstone

Unplanned Reactor Shutdowns per 7000 Critical Hours (Automatic and Manual) - - - - -
e [ e e e
A [ e e

Safety System Unavailability - —| ——ﬂ ‘-
Safety System Functional Failures - _ - _ -

Barriers Cornerstone
RCS Activity E 4 1 1 g
e T e

E= 0 1 ] ]
Public Radiation Safety Cornerstone
RETS/ODCM Radiological Effluent Occurrence s R B g

Physical Protection Cornerstone

Protected Area Security Equipment Performance Index - - _ - -

Unplanned Reactor Shutdowns with Loss of Normal Heat Removal
Unplanned Power Changes per 7000 Critical Hours

Mitigating Systems Cornerstone

RCS Leakage

Emergency Response Organization (ERO) Drill/Exercise Performance

Emergency Response Organization (ERO) Drill/Exercise Performance

EROQO Drill Participation
Alert and Notification System Performance

Occupational Radiation Safety Cornerstone
Occupational Exposure Control Effectiveness

4 Acceptable ) Whit Acceptable Performance Yell Acceptable Performance Unacceptable Performance
Performance Licensee ne Increased Regulatory ellow Increased Regulatory Response Plants Not Normally Allowed

Response Band Response Band Band to Operate Within this Band




	Seabrook Station 2006 Annual Filing
	Attachment A
	Attachment B
	Attachment C
	Attachment D
	Attachment E
	Table 1
	Table 2
	Table 3

