








aaalysis of Financial Condition and Review of Operations— 1980

Revenue and Energy Sales

Consolidated operating revenues continued to
set new highs, with 1980 reaching $27,789,640,
$6,549,911, or 30.8%, more than such revenues of
the year before. Unfortunately for the Company
and customers alike nearly all ¢f that increase
arose from the pass-through of increased fuel ex-
penses via fuel adjustment clausaes. Only $88.615
of the huge rise in revenues can be related to
growth in energy sales, which is indicative of the
enormous impact of fuel cost increases on the
Company and its customers

As indicated above, gains in energy sales over
those of 1979 were limited, with residential sales
staying about the same, while commercial and
industrial small sales went up about 2.1%. Com-
mercial and industrial large sales gained 1.0%,
and combined street and area lighting remained
on the same level as the year before. Sales for
resale showed a large 15.5% pickup from
105,775 MWh to 122,137 MWh, though most of
the gain was represented by increased economy
sales to The New Brunswick Electric Power Com-
mission, which increased from 13,398 MWh in
1979 to 29,231 MWh in 1980. Sales to public au-
thorities were 36,942 MWh, down from 40,417 due
primarily to the loss of 2,384 MWh in sales to
Loring Air Force Base. On the whoie, primary
energy sales were up 0.9% in 1980 from
475,856 MWh to 480,245 MWh, while secondary
sales gained 29.3% from 45801 MWh to
59,237 MWh. Additional information on revenues,
sales, etc., may be found in the eleven-year con-
solidated operating statistics summary at the
back of this report.

Operating Expenses

Reflecting a sneedup in the collection of fuel
costs through fuel adjustment revenues during
1980, deferred fuel expenses were a positive
$929,114 compared with a negative $875,165 in
1979. (A positive deferred expense'signifies that
a like net amount has been recovered through
operating revenu 2s; a neygative deferred fuel ex-
pense denotes a /ailure to collect that net amount
of fuel costs during that accounting period.)

After an exceptionally favorable watar year in
1979 (120.0% of normal), hydro generation
dropped to 95.4% of normal in 1980. Thus, a net
of 127,630 MWh were produced in the hydro
plants in 1980 compared with the previous year's
very high 162,107 MWh. Because less hydro gen-
eration was available, more energy had to be
purchased from others or generated in the Com-
pany's fossil-fuel plants. Fossil-fuel-produced
steam and diesel energy amounted to 47 049 MWh
in 1980 compared with 20,616 MWh in 1979. Pur-
chases of energy in 1980 tctaled 398,634 MWh
against 378,917 MWh in 1979. Most of that in-
crease was in energy purchases from The New
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Brunswick Electric Power Commission. Nuciear
energy purchases from Maine Yankee Atomic
Power Company (Maine Yankee) were 3,966 MWh
iess than the 220,218 MWh of the previous year
due to refuciing downtime of the unit in the first
three months oi the year and to sornhe r.ainte-
nance work performed during the fourth quarter
of 1980. Purchases from Maine Electric Power
Company were up from 19,200 MWh in 1979 to
24,122 MWh in 1980 because of a 5-MW increase
in capacity entitiement acquired from other New
England utilities beginning November 1, 1980.

Except for nuciear energy from Maine Yankee,
all purchases were generated by fossil fuels. As a
result, the total cost of purchased power (includ-
ing capacity charges) rose a staggering $3.870,896
from $8.881,077 in 1979 to $12,751,973 in 1980.
As long as the OPEC nations continue to end-
lessly raise their prices, no respite from this trend
can be seen until the Company's investment in
Seabrook Units 1 and 2 reaches fruition and the
units infuse additional nuclear-generated energy
into the Company's system.

Operating expenses of the steam plants were
$1,520,763 more than 1979, primarily due to an
increase of $1,482,972 in fuel expenses. This
increase was brought on by incr 2sed steam
production as well as leapfrogging prices of
fossil fuels. Diesel operating costs wer> $28,234
over the prinr year, $9,884 of which is attributable
to greater fuel expenses, though net diesel gen-
eration was 43 MWh less than in 1979. Production
maintenance costs were up $90,142 (30.4%)
mainly due to periodic overhaul of the steam
units at Caribou, though hydro maintenance was
up 25.3% and diesel maintenance was higher by
the same percentage

Expenses of operating and maintaining the
transmission system were higher by 10.4%, in-
creasing from $882.288 in 1579 to $974,120 in
1980, reflecting the general inflation rate. Some
accounts were up more than others, principally
maintenance of overhead lines. Similarly, distri-
bution operation and maintenance charges were
up 10.5% with overhead lines maintenance being
proportionately a little higher than the other dis-
tribution accounts. Customer account expenses
expanded from $503,086 to $626,542 (up 24 5%)
with the greatest increase being in uncollectible
accounts, which rose from $71,100 in 1979 to
$161,716 in 1980 Expenses for customer services
and information increased from $134513 to
$162,137 (20.5%) partially as a result of expand-
ing efforts toward energy conservation. Adminis-
trative and general accounts reflect expenses
15.7% greater than in 1979, up from $1,614,843
to $1,867,754. In this group, regulatory comm:s-
sion expenses grew by 179.5% from 753,313 to
$149,006, orincipally hecause of costs associated
with a petition for raie relief filed with the Maine
Public Utilities Commission (PUC) of the State of
Maine on September 2. 1980. During 1980 several
projects requiring the services of outside consul-



tants were undertaken, focusing on a ten-year
power supply study and a load research study
#nd causing an increase from $165,094 to
$210,348 (27 4%) in expenses of outside services
employed. It is anticipated that the data resulting
from the load research study will be required to
fulfill requirements of the Public Utilities Regula-
tory Policies Act {PURPA), which will ikely be
applied to the Company by the PUC, even though
the Company's sales are presently lower than the
threshold level set by PURPA. Though adminis-
trative and general expenses other than those
noted above reflected increases and decreases
from the prior year, the net increase in those other
accounts was held to 8.0%, somewhat less than
the general inflation rate.

Depreciation and amortization expenses were
$67,953 higher in 1980 due to increases in de-
preciable property. Taxes other than income
taxes charged again it income were up $85,983.
reflecting higher p.operty taxes, more social
security taxes, and a new state assessment to
help pay the expenses of the PUC ($5.530). In-
cluding deferred taxes and investment tax credit
adjustments. income taxes charged tc operating
expenses dropped from $1,192,064 in 1979 to
$168,800 in 1J8L as a result of lower taxable in-
come. Income tax s currently payable were down
from $235.209 to $154.149. The annual provision
for deferred taxes was reduced greatly from
$755.452 in the previous year to $8.626 in 1980,
principally due to a reversal of deferred taxes re-
lated to deferred fuel expenses. Investment tax
credit adjustments charged to income in 1980
were only $18,317 compared with $213,695 in
1979, resulting from a decrease in the ability to
absorb such credits against otherwise current
taxes payable Total investment tax credit for
1980 was $544,126, $408.740 of which was carried
back to 1977. That investment tax credit com-
pares with the previous year's $847 409, $590.022
of which was carried back to 1976. The carried-
back portion of ITC is charged to the balance
sheet as a refund due from the Internal Revenue
Service, rather than to the current income state-
ment

Construction

The Company and its subsidiary spent
$7,212.529 on additions, replacements, and im-
provements to their utility properties and equip-
ment in 1980, including uncompleted construc-
tion work in progress. Approximately $5.272,000
was paid for progress payments on the Com-
pany's 1.46% interest in Seabrook Units 1 and 2,
nuclear units being constructed by Public Ser-
vice Company of New Hampshire as iead partici-
pant. Additional work on William F. Wyman Unit
#4, a new jointly-owned, oil-fired unit being
operated by Central Maine Power Company, re-
quired about $130,000 from the Company to
cover its share of those expenditures. A new,
improved, iwo-way radio system required about
$120,000, while $17.000 was needed for prelim-
inary work on the replacement of three penstocks

at the subsidiary's Tinker Station. Approximately
$376,000 was paid for volitage conversions and
substation improvements, and nearly $286,000
was spent for meters, services, transformers and
other customer related facilities. Distribution line
extensions, rebuilds and highway relocations re-
quired about $776,000 while improver-ents to the
transmission system used about $20,000. Street
lighting, general equipment, and miscellaneous
items absorbed the remaining $216,000.

In 1981 cash expenditures for construction are
astimated at approximately $9,600,000, the bulk
of which will be needed for the Company's share
of the continuing construction of Seabrook Units
1 and 2, which is expected to be in the area of
$6,700,000, including nuclear fuei. Transmission
improvements will need about $196,000, and dis-
tribution requirements approximately $924,000.
Reconstruction of the Caribou Dam is expected
to cost nearly $900,000, while the replacement of
three penstocks at the subsidiary's Tinker Station
will take about $360,000 (U.S. dollars). The re-
maining $520,000 is budgeted for numerous mis-
cellaneous improvements and needed equip-
ment. The Company'’s share of the cost of Sea-
brook Units 1 and 2 is presently estimat-1 at
$57,000,000 including initial fuel and Allowance
for Funds Used During Construction. The Com-
pany's ownership interest of 1.46% represents
33,600 kilowatts of new nuclear capacity

Affiliated Companies

The Company owns 100% of the common stock
(except for directors’ qualifying shares) of Maine
and New Brunswick Electrical Power Company,
Limited, a Canadian corporation (referred to in
this report as the subsidiary). The subsidiary
owns and operates the Tinker Station, which 1s
located in the Province of New Brunswick, Cana-
da, just a few miles across the international
border from the parent company's service area of
Aroostook County in Maine. Principally a hydro
generating facility, the Tinker Station has five
hydro units with a total capacity of 34,000 kilo-
watts and a small diesel unit of 1,000 kilowatts. As
a condition of its charter, the subsidiary is re-
quired to first serve the small communities of
Andover, Perth, and Carlingford in New Bruns-
wick, with the remainder of the available energy
being exported to the parent company’s system
in Maine.

The parent company is the owner of 5% of the
common stock of the Maine Yankee Atomic Power
Company (Maine Yankee) and is entitled to pur-
chase approximately 5% of the output from the
855,000-kilowatt nuclear plant located at Wis-
casset, Maine. That nuclear energy entitlement
has proved of enormous benefit to the Company
and its customers. With the exception of hydro
energy which has no fuel cost at all, nuclear
generation is the most economical of all available
sources. Without such nuclear capacity, fuel
costs would be astronomically higher and con-
sumers’ bills would have to reflect that fact.
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Market Price Dividends
High Low Paid Per Share

1979

First Quarter 19% 17 $0.41
Second Quarter 1 17 % 0.46
Third Quarter ¢ — 18 0.46
Fourth Quarter 18% - 16% 0.46
1980

First Quarter a 6 0.46
Second Quarter ; 0.48
Third Quarter 17% 5 0.48
Fourth Quarter : ‘ 0.48




Maine Public Service Company

and Subsidiary

statements of consolidated income

Operating Revenues

Operating Expenses
Operation
Power Purchased . .
B o st e £ P et (Bl
Mai.tenance . ..
Depieciation (Note 1)
Taxes
Other Than income
State Income 3 . PR i e
U.S. and Canadian Fe-deral lncomc» tNote o)
Current . ... .....cciiirvinon.
Deferred —Related to Deferred Fuel ExpenSP
Other Deferred—Net . .. Bl e .
Investment Tax Credits ..

Total Operating Expenses . .
Operating Income

Other Income (Deductions)
Equity in Income of Joint Ventures (Notes 1 & 3)
Allowance for Equity Funds Used During Construction

{Note 1) : - P
Foreign Exchange (Loss) Gain
Other—Net . ... ... 0,

Total .
Income Before Interest Charges

Interest Charges
Long-Term Debt, etc. ......
Less Allowance for Borrowed Funds Used Durmg
Construction (Note 1)

Total.

Net Income .. . .
Dividends on Pre'ened Stock

Net Income Available tor Common Stock

Earnings Per Share of Common Stock
Average Shares Outstanding .

See Notes to Consolidated Financial Statements

.
-
-
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.
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Year Ended December 31,
Restated (Note 10)

1980

$27,789,640

12,751,973
8,013,782
916,875
1,770,604

878,008
21,832

132.317

(462.162)

458,419
18,317

24,499 965
3,269,u75

339,635
652,191

(21,845)

16,012
985,993
4,275,668

3,263,503

(1,475,677)

1,787,826

2,487,842
556,509

$ 1,931,333

$2.86

675,723

1979

1978

$21,239,729 $19,868,765

8,881,077
4,170,629

723,936
1,702,651

792,025
45,010

164,227
409,045
334,210
213,695

17,436,505
3,803,224

344123
241,459

(44,210)

26,685
568.057
4,371,281

2,747,255

(1,178.890)

1,568,365

2,802,916
262,134

o 2,540,782

$3.80

668,576

7,638,595
3,850,652

764,282
1494171

669,456
171,961

266,262
429,510
284,467
881,380

16,450,736
3,418,029

347,403

312,264
103,652
(69,025)

694,294
4112323

1.494 463

(208,176)
1,286,287

2,826,036
179,428

$ 2,646,608

$3.97

~66,380
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December 31

1979

Retained Earnings, Balance at beginning of year

$12,128,080
Note (309,270)

11,818,810
Net Income for the year 2,487,842

Dividends
Preferred (556,509)

(1,297,388)

Miscellaneous Charge (52,984)

Retained Earnings, Balance at end of year $12,399,771




December 31

Restated
(Note 10)
1980 1979

Utility Plant (Notes 1 and 4)

$55.,979.721
20,219,504
35,760,217
20,626,495
56,386,712

Investments in Associated Companies (Notes 1 and 3)

M Yankee Atomic Pows npa 3,339,711
SLIIE. PUte COMDar: 87,388
3,427,099

59,813,811

Current Assets

733.970
516,644

2,652,247
402,000
597.907

1,323 487

1.810. 347

43 552

8.079,655

Deferred Debits

234,801
485,316

720,117
$68,613,583




December 31

Restated
(Note 10)
1980 1979

Capitalization

$ 4,748,149
1,773,557
12,399,771

18,921,477
5,964,000

25,414,040

Current Liabilities

505,664
8,100,000
2,601,050

558,193
463,802
18,611
67,659
626,925

13,041,904

Deterred Credits

2,242,397
2,911,499
118,266

5,272,162
$68,613,583




Year Ended December 31
Restated (Note 10)
1980 1979 1978

Source of Funds

$ 2,487,842

1.770,604
458,419
437,394

(652,191)
21,845
109,085

4,632,998

(1,853,897)
(52.984)

2,726,117
5,500,000

(1,263,202)
4,236,798
6,962,915
Increase (Decrease) in Available Funds
king Capita et 232,796
J 16,818
Funds Used For Plant Additions and Replacements S 7,212,529

Increase (Decrease) in Working Capiial by Components

-

(227,357)

24,277

396,835

(929.114)

469,851

(47,16C)

(941,968)

632,615

462,162

(6.452)

| (66,479)
Increase (Decrease) in Working Capital (232,796)




notes to «onsolidated financial
statements

1. ACCOUNTING POLICIES, ETC.

Regulations The Company issubjecttothe reg-
ulatory authority of the Maine Public Utilities
Commission (PUC) and, in respect to wholesale
rates, the Federal Energy Regulatory Commis-
sion (FERC). (See Note 10)

Cnsolidation The accompanying consclidated
financial statements include the accounts of the
Company and its wholly-cwned Canadian subsi-
diary, Maine and New Brunswick Electrical Power
Company, Limited. Intercompany items have
teen eliminated in consolidation. Non-U.S
assets and liabilities are translated into US.
dollars at year-end exchange rates, except for
property plant and equipment, which are trans-
lated at approximate rates prevailing when ac-
quired. Income and expense items are translated
at average exchange rates prevailing during the
year, except for depreciation which i1s trans-
lated at historical rates. Foreign currency trans-
letion adjustments are reiiected in income cur-
rently

Deferred Fuel and Purchased Energy Costs

The portions of fuel and purchased energy
costs which are recoverable from customers
under the operation of fuel and purchased energy
adjustment clauses are deferred until the periods
in which the related revenues are billed

Utility Plant Utility plant is stated at original
cost which, as to censtruction, includes all direct
labor and material, as wel as related indirect
construction costs including general engineer-
ing. supervision and similar overhead items, and
allowances for costs of funds used during con-
struction (AFUDC) at 12.69% during 980, at
12.48% during 1979 and at 9.98% during 1978.
Iin accordance with an order of the FERC, AFUDC
applicable to borrowed and equity funds are
shown separately in the accompanying state-
ments of consolidated income and the AFUDC

2. GEOGRAPHIC BUSINESS SEGMENTS

assnciated w th equity .unds have been excluded
from funds provided from operat ons in the state-
ments of source of consolidated funds for plant
additions and replacements. Maintenance and
repairs, including replacement of minor items of
property, are charged to maintenance expenses
as incurred The companies’ properties, with
minor exceptions. are subject to a first mortgage
lien.

Depreciation Depreciation is provided on com-
posite bases using the straight-line method for
financial reporting purposes and the declining
balance method for tax purposes

By order of the Maine Public Utilities Commiis-
sion, the Company records income tax reduc-
tions, which result from the use of liberalized
depreciation, by the "normalization” method for
all property additions. Related deferred income
taxes recorded in 1980, 1979 and 1978 amounted
to $415,543, $370,995 and $300,440 respectively.
The Subsidiary records income tax reductions by
the "flow-through” method for all differences
between book and tax depreciation.

Investment Tax Credit The Company defe.s
investment tax credits ($54€ 482, $847 409 and
$1,178,500 in 1980, 1979 & 1978, respectively)
and amortizes the credits over the estimated use-
ful lives of the related utility glant. In all three
years the available investment tax credit ex-
ceeded the maximum allowable to offset the tax
liability. The excesses were carried back result-
ing in §408.740. $590,022 and $276,792 of refund-
able federal income taxes for 1980, 1979 and
1973 respectively

investments The Company records its invest-
ments 1n the Common Stock of Maine Yankee
Atomic Power Company (Maine Yankee) (5%
ownership). a jointly owned nuclear electric
power company, and the Common Stock of
Ma: e Electric Power Company (MEPCO) (7.49%
ownership), a joy"tly owned electric transmission
company, cn the equity method. (See Note 3).

The Common Stock of the Subsidiary is pledged
as additional collateral for the first mortgage and
co''ateral *rust bonds of the Company.

The following table summarizes the companies’ operaticns in the two countries in which they
operate (000 omitted).

Company  Subsidiary Adiuo't:’nnh

a
Unitzd States Canada Eliminations Consolidated

For the Year Ended December 31, 1980: :
$27.638

Sales to Unaffiliated Customers $ 152 $2 790
Intercompany Revenues o’ 775 $ (86
Total $27,719 $ 927 $ (856) $27,790

{Note 2 continued on page 12)
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4. INVESTMENTS IN
JOINTLY-OWNED
UTILITY PLANTS

The Company is a participant in three jointly-
cwned utility plants W. F. Wyman Unit No 4
(Wyman), Seabrook Units No 1 & 2 (Seabrook),
and the New England Power Company Units
No. 1 & 2 (NEPCO)

In December of 1979, New England Power Com-
pany cancelled the construction of Units No
1 & 2. Accordingly, approximately $207.000 of
construction work-in-progress related to those
units was transferred to deferred debits, pending
final disposition by NEPCO and the state regula-
tory authority

The Company's proportionate share of the direct
expenses of Wyman are included in the corre-
sponding operating expenses in the income
statement

Each participant must provide its own financing
The Company s share in each of the two jointly-
owned plants at December 31, 1980 is as follows

Wyman Seabrook
Electric Plant in Service $6,973.599
Accumulated
Depreciation 423 324
Construction
Work-in-FProgress $20,458,309

Totai $6.550.275 $20 458,909
Company's Ownership

Percentage 3.3455% 1.4606%

5. FEDERAL INCOME TAXES

The consolidate ‘ orovisions for federal income
taxes differ from an >unts computed by applying
the statutory rate as follows

Restated
(Note 10)
1980 1979 1975
Statutory Rate 46 0% 46.0% 48.0%
Tax Benefits of Lower
Ef'ective Tax Rate
Attributable to
Dividends Received (52) (35) (3.0
Foreign Tax Credit (1.5)
Allowance for Funds Used
During Construction (384) (17.1) (54)
Other 3.2 30 1.6
Effective Rate 56% 284% 39.7%

6. NOTES PAYABLE TO BANKS AND
SHORT-TERM CREDIT ARRANGEMENTS

The Company has had various credit arrange-
ments with two banks Those in effect at Decem-

ber 31, 1980 are as follows: 1) an open credit
arrangement up to $1,200,000 with interest at the
lender's prime rate. 2) a line of credit up tc
$7.500.000 with interest at 108% of the lender's
prime rate, plus a commitment fee of 5% of the
prime rate, and a compensating balance averag-
ing $100,000. Certain information relating to
these arrangements is 2s follows

1980 1979

Total Lines of Credit
at year end

Maximum amount of
borrowings outstand-

$8.700.000 $ 4,200,000

ing at any month-end 8,100,000 12,600,000
Borrowings outstand-

ing at year end 8,100,000 2,600.000
Unused lines of credit

at year end 600,000 1,600,000
Average outstanding

borrowings for the

year 6,350,000 8,320.000
Average interest rate

for the year 17.22% 13 63%
Effective interest rate

at year end 22.61% 15.91%

7. PENSION PLAN

The Company and its Subsidiary have insured
non-contributory pension plans (terminable at
any time) for the benefit of all union and non-
union employees, based on age and period of
employment conditicns. Pension expense, which
includes amortization of prior service costs over
a pericd of twenty years, was $255,083 in 1980,
$286.594 in 1979 and $249,372 in 1978. The com-
panies’ policy is to fund pension cost accrued.
Certain information relating to these plans at
December 31, 1979, the date of the most recent
actuanal valuation foliows

Actuarial present value of
vested accumulated plan

benefits $1.970,294
Net assets available
for benefits $2.412,120

The assumed rate ot return used in determining
the actuarial present value of vested accumulated
plan beneiits was 6%. The present value of non-
vested accumulated plan benefits was not avail-
able from the actuary

8. COMMON SHAREHOLDERS EQUITY

Under the most restrictive provisions of the
Company's long-term debt indentures, retained
earnings available for the payment of cash divi-
dends on Common Stock were $7.366,801 at
December 31, 1980

{Continued on page 14)
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Increase (Decrease) |




(Dollars in Thousands Except Per Share Amounts)
1980 By Quarter
2nd ird

1979 By Quarter (b)
nd 3rd

1978 By Quarter (b)
2nd 3rd
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Maine Public Service Company

ind Subsidiary

schedules of 4/1/1/!/1/1:1111”/1 data

December 31,
/uuu—/r."/z: «/v/;{;

1960 1979
Maine Public Service Company:
First Mortgage and Collateral Trust Bonds
3%  Series due 1980—Interest Payable, March 1 and Sept. 1 ... $ —— $ 720,000
3.35% Series due 1985—Interest Payable, February 1 and August 1 1,220,000 1,540,000
54% Series due 1990— Interest Payable, March 1 and Sept. 1 ... 1,600,000 1,620,000
4% Series due 1995—-Interest Payable, January 1 and July 1. .. 2,125,000 2,150,000
7'«% Series due 1998 Interest Payable, May 1 and November 1. 3,560,000 3,600,000
7.95% Series due 2003—Interest Payable, March 1 and Sept. 1 . .. 2,350,000 2,375,000
1u*% Series due 1995—Interest Payable, March 1 and Sept. 1 ... 3,640,000 3,760,000
10'4% Series due 2004 —Interest Payable, April 1 and Oct. 1 ..., .. 8,000,000 8.000.000
Debentures
5%, due 1987 —Interest Payable, May 1 and November 1 ......... 702,000 756,000
974%, due 1995 —Interest Payable, May 1 and November 1 ... ... 1,134,000 1,188,000
Maine & New Brunswick Electrical Power Company, Limited:
First Mortgage Bonds—5"%% Series due 1989—Interest Payable
June 1 and December 1. ... ... . ... .ot n s 11,288,704 1,460.336
FORD ONERERISENIONT - o7 s s lin alo s oo e W s s yoa B bt @ 25,919,704 27,169,336
Less—Amount due Within One Year ........ S s R 505,664 1,228,128
B Ll e N RO N Sy SSNL A S L R T $25.414,040 $25,941.208

Current Maturities of Long-Term Debt for the Succeeding Five
Years Are:

1981--8505,664 1982—8$ 505,664 1983—-$505.664
1984 8505 664 1985—82,325,664

(‘/1[)1'111/ stock:

Common Stock, $7 Par Value—Authorized, 1,000,000 Shares; Issued
and Outstanding, 678,307 Shares in 1980 and 673,025 Shares in 1979  § 4,748,149 § 4,711,175

Redeemable Cumulative Preferred Stock, $50 Par Value—Authorized,
270.000 Shares (issuable in series):
4 75% Series—Originally Issued 40,000 Shares, Outstanding,

10,180 Shares in 1980 and 11,380 Shares in 1979 .............. $ 509000 $ 569000
97" Series—Originally Issued 30,000 Shares; QOutstanding,

29,100 Shares in 1980 and 30,000 Shares in 1979 .............. 1,455,000 1,500,000
9%% Series—Originally Issued and Qutstanding, 80,000 Shares .. 4,000,000 4,000,000

................................. ... $5964000 $ 6.069.000
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(Restated) (Restated)
1379 1978

Capitalization (year end)

Leng-term debt 51.02% 52.50% 50.63%
Preferred Stock ; 11.74% 11.73%
Common Stock Equity 37.24% 35.77%

Times Interest Earned—

Before Income Taxes . 1.83 2.48 427

After Income Taxes . .. 1.76 202 2.89
Times Interest and Preferred Dividends Earned—

After Income Taxes i 1.51 1.84 2.58
Erbedded Cost of Long-Term Debt {year end) : . 8.27% 8.10% 7.16
Embedded Cost o’ Preferred Stock (year end) 9.42% 9 38% 8.51
Common Shares Outstanding (year end) 678,307 673,025 667.038
Earnings Per Share of Common Stock (average shares) ST $ 286 $ 380 $ 3.97
Dividends Per Share of Common Stock—

Declared Basis $ 192 $ 184 $ 16

Paid Basis $ 1.90 $ 179 $ 15
Common Stock Dividend Payout Ratio .. . 67.13% 48.42% 40.55
Book Value Fer Share of Common Stock (year end) $27.90 $27 .50 $255
Marke! Price Per Share of Common Stock

High $ 18 $ 19% $

Low v . ; _ $ 13% $ 16% S

Close ‘ $ 15 $ 16% S 17
Price Earnings Ratio (year enc., : 5.38 441 441
Number of Common Sharehoiders (year end) . 3,482 3,522 3.577

1980 SOURCE OF REVENUE 1980 DISTRIBUTION OF REVENUE

thons of Dolla Yotal $27.8) and percent of total M ns of Dolla Yota and percent of tota

LR
s

COMMERCIAL /

INDUSTRIAL
"
",

STOCKMOLDERS 7

DIVIDENDS

s /

"~

OPERATING
WAGES

AND PERQUISITES

51
™

—

TERESY AND T
“ EFERRED DIVICENDS
LR )
(RN

OTHER
OPERATING
EXPENSES
$13
LN
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llultl/ statistics

(Restated) [Restated)
1976 1975 1974 1973 1972 1971
56.39% 57.94% 56.08% 57.73% 55.64% 56.25%
6.07% 6.29% 5.76% 7.00% 7.56% 7.84%
37.54% 3577% 37.16% 35.27% 36 80% 35.91%
3.01 2.80 3.53 3.14 2.70 2.61
2.10 20 2.35 2.21 1.99 2.0
1.87 1.76 2.02 1.90 1.70 1.70
7.12% 7.10% 5.88% 5.88% 5.57% 5.57%
8.32% 8.24% 8.16% 8.09% 8.01% 7.94%
665,734 665,734 665,734 665,734 665,734 665,734
$ 225 $ 179 $ 2.4 $ 1.87 $ 140 $ 1.34
$ 1.34 $ 1.31 $ 1.28 $ 126 $ 1.20 $ 1.19
$ 1.32 $ 1.30 $ 1.28 $ 1.24 $ 1.20 $ 1.18
59.56% 73.18% 53.01% 67.51% 85.49% 88 86%
$20 91 $19.74 $19.54 $18.37 $17.76 $17.5:
$ 16 $ 14'% $ 15% $ 1674 $ 17% $ 19
$ 13% $ 9% $ 8% $ 13 $ 15% $ 16
$ 15% $ 13% $ 9 $ 14 g 16 $ 16%
7.06 7.47 3.73 7.49 11.43 12.50
3,683 3,753 3,807 3.835 3,821 3,801
ANNUAL RESIDENT NSUMPT
70 repoEeesne 5 1 Shotzon e =4 el EU N D O T T ’
1963~ 1980 } i !
60 ! + b ‘L 6
. ! = et : ’ ;— ‘ 1 _'___L J' ! .
NTS PER WILOWATT !
30 =t . - ! '
il % M ey e :
S bt ] A
ENTS PER # -JT | T {L i $ % THOUSAND
oy R U IR SRR so ot Taoums
T "% G6e 88 968 196% 970 W 972 1973 R4 1978 978 97T 978 1979 1980

YEAR ENDING DECEMBEAR 1Y

Maine Public Service Company—Residential Service Unit Revenue vs Averag:
Annua. Consuraption per

Customer

1970

56.89%
7.95%
35 16%

2.72
2.10

1.87

5.57%

7.88%
665,734
$ 1.74

$ 1.16
$ 1.16
66.79%
$17.33

$ 18
$ 15
$ 17%
10.06
3,832
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Operating Revenues

Net Income
Dividends on Preferred Stock

Net Income Available for
Common Stock

Earnings Per Share ot Common Stock

Dividends Per Share of Common
Stock

Total Assets

Long-Term Debt Outstanding

Long-Term Debt

Redeemable Cumulative Preferred
Stock

1980
$27,789,640

$ 2,487,842
556,509

$ 1,931.333

$2.86

$1.92
$1.90

$68,613,583

$25,919.704
505,664

$25.,414,040

$ 5,964,000

(Restcted)
1979

$21,239,729

$ 2,802,916
262,134

$ 2,540,782

$3.80

$1.84
$1.79
$62,879,849
$27.169,336

1,228,128
$25,941,208

$ 6,069,000

(Restated)
1978

$19,868,765

$ 2,826,036
179,428

$ 2,646,608

$3.97

$54,825,853

19.670,4/.
516,544

$19,153,928

(Restated)
1977

$17.998,660

$ 2,536,496
182,257

$1.46
$1.43

$42,403,039

$20,331

[

<

$19,802,6:

(Restated)
1976

$17.,002,445

$ 16854
185,128

500,303

$2.25

$1.34
$1.32
$41,851,129
$20,907,021

422,592
$20,484,429

$ 2,249,000
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Financial Information about Foreign and Domestic Operations

Financial Inf( mat.on Relating
To Foreign and Domestic Operations
(In Thousands)

1980 1979 1978

Revenues from

Unaffiliated Customers:
company-United States $27,638 $21,090 $19,717
Subsidiary-Canada 152 150 152

Intercompany Revenues:
Company-United States 81 81 81
Subsidiary-Canada 775 900 757

Operating Income:
Company-United States 3,105 3,528 3,200
Subsidiary-Canada 176 269 198

[Jentifiable Assets:
Company-United States 63,679 57,884 49,783
Sub-.idiary-Canade 4,935 4,996 5,062

The identifiable assets, by company, arc those assets used in each
company's operaticas, excluding intercompany rcceivables and investments.

Sources of Revenues

In 1980 total consolidated operating revenues were $27,789,640
of which 36.47 came from residential customers, 23.1% from small commercial
and in‘itrial customers, 18.6% from eighteen large commercial and industrial
customers, 6.0%Z from public authorities, 13.47 from sales for resale to six
wholesale customers and 2.57 from street and area lighting and miscellanecus
other operating revenucs.,

In 1980 the largest single wholesale customer accounted for
approximately 7% of total operating revenues.

Construction and Financing

The Company and its Subsidiary spent $7,212,529 on addit.ons,
replacements, and improvements of their utility properties and equipment
in 1980, including uncompleted construction work in progress. Approximately
$5,272,000 was paid for progress payments on the Company's 1.467 interest
in Seabrook Units 1 and 2, nuclear units being constructed by Public Service
Company of New Hampshire as lead participant. Additional work on William F.
Wyman Unit #4, a jointly-owned, oil-fired unit being operated by Central
Maine Power Company, required about $130,000 from the Company to cover its
share of those expenditures. A new, improved, two-way radio system required
about $120,000, while $17,000 was needed for preliminary work on the replace-
ment of three penstocks at the Subsidiary's Tinker Station. Approximately
$376,000 was paid for voltage conversions and substation improvements, and
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nearly $286,N000 was spent for meters, services, tr .sformers and other
customer-related facilities, Distribution line excensions, rebuilds and

highway relocations required about $776,000, while improvements to the

transmission system used about $20,000. Street lighting, general equipment,

and miscellaneous items absorbed the remaining $216,000. 1980 construction .
requirements were financed through short-term bank borrowings and internally
generated cash.

In 1981 cash expenditures for construction are estimated at apprex’
mately $9,600,000, the bulk of which will be needed for the Company's share
of the continuing construction of Scabrook Units 1 aud 2, which is expected
to be in the area of $6,700,000, including nuclear fuel. Transmission
improvements will need about §196,000 and distribution requirements approxi-
mately $924,000. Reconstruction of the Caribou Dam is expected to cost
nearly $900,000, while the replacement of three penstocks at the Subsidiary's
Tinker Station will take about $360,000 (U.S. dollars). The remaining
§520,000 is budgeted for numbercus miscellaneous improvements and needed
equipment. The Company's share of the cost of Seabrook Units 1 and 2 is
presently estimated at $57,000,000 including initial fuel and Allowance
for Funds Used During Construction. The Company's ownership intercst of
1.46% represents 33,600 kilowatts of new nuclear capaciry.

In 1981 the Company expects to finance its construction program
through bank borrowings and internally generated cash.

Repulation

The Company is subject to the regulatory authority of the Maine
Public Utilities Commission as to retail rates, accounting, service standards,
territory served, the issuance of securities and various other matrers. With .
respect to wholesale rates, the Company is subject to the jurisdiction of
the Federal Energy Regulatory Commission. The Company maintains its accounts
in accordance with the accounting requirements of the Federal Energy Regulatory
Commission which, generally, conform with the accounting requirement of tne
Maine Public Utilities Commission. At this time the Company is not subject
to the Public Utilities Regulatory Policies Act of 1978 because it has not
gone across the threshold of 500,000,000 kilowatt hours excluding wholesale
sales. However, the Maine Legislature has by statute instructed the Maine
Public Utilities Commission that they may consider PURPA standards in rate
proceedings before that Commission.

Rates

Because of its rapidly declining earnings, particularly cash
ecainings, the Company filed a petition for rate relief with the Maine
Public Utilities Commission on September 2, 1980. If new rates are granted
as requested the Company's base revenues would increase by ipproximately
$5,000,000. Hearings were held during the week of March 16, 1981. Three
intervenors ia the case have generated over 400 data requests Lo which the
Company has responded in a timely fashion. The statutory time period during
which the Commission must render a dec:¢ion closes on June 2, 1981.

The PUC has also conducted a proceeding fo establish forward-
looking fuel adjustment regulations for all Maine electric utility .
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companies. These proceedings culminated in new rules requiring companies
to estimate fuel costs, including purchased energy, and kilowatt-hour
sales for a future period (normally for twelve months). Effective
September 1, 1980 the Company implemented the new regulations fo~ an
initial nine-month period to coincide with the statutory period for the
pending rate proceeding (See above). Coincident with the inception

of new rates resulting from the rate case a new estimated future fuel-

ad justment factor will be implemented. The regulations allow petitions
for changes in the fuel adjustment rate after ninety days if the estimates
and actual data become too divergent. Though a divergence has occurred,
it has not been decided at the .ime of this writing whether or not a
revision should be sought. The PUC has recently added to its new
regulations to provide for interest on under-collections or over-
collections at a rate approximating the utility's cost of money - to

be recognized at the time of the next fuel adjustment change.

Franchises 4 Competition

Except for consumers served at retail by the Company's wholesale
customers the Company has practically exclusive franchise to provide electric
energy in the Company's service area.

EmElozccs

On December 31, 1980, the Company had 168 full-timc employees,
of whom 62 were covered by provisions of a two-year contract witu a local
of the International Brotherhood of Electrical Workers, which is due to
expire on September 30, 1981.

Subsidiaries

The Company owns 100% of the Common Stock f Maine and New Brunswick
Electrical Power Company, Limited, a Canadian corporation. The accompanying
consolidates® financial statements include the Subsidiary Company.

The Company owns 5% of the Common Stock of Maine Yankee Atomic
Power Company (Maine Yankee) a nuclear generating company at Wiscasset,
Maine. By virtue of its stock ownership the Company is entitled to purchase
approximately 57 of the output of the Maine Yankee plant.

The Company also owns 7.497 of Maine Electric Power Company, Inc.
(MEPCO) which owns a 345-kilovolt transmission line about 180 miles long,
purchasing power from Canada for resale to New England utilities. The
Company purchases a small amount of that power.

The Company records its investments in the two joint-venture
companies (Maine Yankee and MEPCO) on the equity method of accounting.

Item 2. Properties

The Company owns and operates electric generating facilities
consisting of: oil-fired steam units with a total capability of 23,000
kilowatts, diesel peneration totaling 12,300 kilowatts, and hydro-electric
facilities of 2,300 kilowatts., The Company's wholly-owned Canadian
Subsidiary owns and operates a hydro-electric plant of 2’ ,000 kilowatts
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and a small diesel unit with 1,000 kilowatts capacity. The geonerating

facilities of the Company and Subsidiary meet the respective current
environmental regulations of State, Federal, Provincial and Dominion

governments. .

As of December 31, 1980 the Company and Subsidiary had approximately
417 pole miles of transmission lines and the Company owned approximately
1,496 » s of distribution lines.

The Company is a part-owner of a 600,000 - kilowatt unit built
by Central Maine Power Company at its Wyman Station in Yarmouth, Maine.
The Compamy's share of that unit is 3.3455%, or approx:mately 20,000
kilowatts. The unit was placed in commercial operation on December 1,
1978.

The Company is also a part-owner (approximately 1.467%) ir the
construction of Seabrook Units 1 and 2, a nuclear generating plant being
built by Public Service Company of New Hampshire. The Company's share
of that plant will be about 34,000 kilowatts in total.

Substantially all of the properties owned by the Company are
subject to the lien of the Indenture of Mortgage and Deed of Trust,
securing the Company's first mortgage and collateral trust bon

Item 3. Legal Proceedings

(a) Indian Land “laims

In its Form 10-Q commencing for the gquarter ended September 30,
1977, acting on advice of its General Counsel, the Company discussed and .
disclosed the so-called "Indian Land Claims Cases" pending in the United

States District Court for the District of Maine, Northern Division. (Civil

Actions Nos. 1966-ND and 1069-ND). The Company's last report on the status

of these cases was in its 10-Q for the quarter ended September 30, 1980, to

which reference should be made.

The Indian Land Claims, so-called, have been settled. The State
of Maine has passed appropriate legislation. (Chapter 732 of the Public
aws of Maine, 1979.)

On October 10, 1980, then President Carter signed the Maine Indian
Land Claims Setilement Act. It is our further understanding that Congress
made the appropriation of $81,500,000 which was authorized in the Maine
Indian Land Claims Settlement Act.

The case mentioned above lLas not as yet b en dismissed with
prejudice by the Plaintiffs. Counsel for both sides recently asked for an
additional thirty days to submit this documentation. Thus the foregoing

ase is still on the Court's docket as indicated.

Counsel continues to advise that as of this writing the Company
is not a party to the above litigation, it has not been a party to the
above litigation, nor has any of the property cf the Compary become the
direct subject of the litigation. .



(b) Maine Yankee Shutdown Rzeplacement Power Costs, March-1979 Shutdown

Reference is made to the 10-Q for the pericd ending September 30,
. 1980. The continuing aspect of the Order in Maine PUC Docket U#3360 is that
the Company must, every sixty days, describe in detail all actions taken by
the Company with respect to seeking recovery from Stone & Webster Engineering
Corporation for damages resulting from the March 15, 1979 shutdown of the
Maine Yankee Atomic Power Station. The Company continues to file the reports;
there is no action pending against Stone & Webster.

(¢' Proposed Rate Increase, Maine PUC Docket No. 80-180

On September 2, 1980, the Company filed with the Maine Public
Utilities Commission (the Commission) Proposed Revised Rates. The original
filing requested approximately $4,675,000 in additional revenue and results
in an approximate increase of 207 in annual electric operating revenues from
Maine jurisdictional customers. Th2 ;. ceeding has been docketed by the
Comuission as indicated above.

Consistent with applicable law, the Commission has issued its
Second Suspension Order which expires on June 1, 1981, unless otherwise
ordered, suspending the effective date of the Proposed Rate Schedules.

The Company h: - prefiled its direct case and updated its direct
case in many instances t cover the year ending December 31, 1980. Inter-
venors have been granted intervenor status and data requests and responses
have been flowing. Hearings commenced at Presque Isle on March 16, 198l.

. The time within which the Commission must dispose of the filing is June 2,
1981.

(d) Seabrook Units 1 and 2

In December of 1978, the Company acquired 1.460567% interest in
Seabrook Units 1 and 2 located in Seabrook, New Hampshire, a nuclear plant
being built by Public Service Company of New Hampshire (PS of NH). Reference
should be made to our last discussion of problems with regard to these two
units set forth in our Form 10-Q for the period ending September 20, 1980,
In our Form 10-Q for the period ending September 30, 1980 we noted that
the comaiencement of the reduction in PS of NH interest in the Seabrook
Plant was awaiting only the approval of the Macsachusetts Department of
Public Utilities, the timing of which could not be predicted, and the
completion of the initial financing of Massachusetts Municipal Wholesale
Electric Companies (MMWEC) increased interest.

On February 6, 1981 the Massachusetts Department of Public
Utilities in DPU #20248 acted upon MMWEC's Petitiou and approved the
issuance of bonds in a total principal amouat ‘not to exceed $335,000,000
so that MMWEC could finance and acquire an additional 6.0009137 (or
app: ximately 136 Megawatts) ownership interest in Seabrook Units 1 and
2. This authorization, when added to previous authorizations to MMWIC
of the Purchase of 5.592497% (or approximately 128.6 Megawatts) will make
MMWEC's total ownership interest 11.5934037 or approximately 266.6
Megawatts in the Seabrook Units. An appeal may be taken. The total
. commitments made by other utilities to PS of NH to reduce its ownership
inter ‘st in the Seabrook Units (including MMWEC) are as follows:
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Bangor Hydro-Electric Company 1.80142%

Central Maine Power Company 1.00000
Town of Hudson, Massachusetts Light and

Power Department 0.01957
Massachusetts Municipal Wholesale Electric

Company (MMWEC) 6.00091
Montaup Electric Company 1.00000
New Bedford Gas and Edison Light Company 2.17390
Taunton Municipal Lighting Plani Commissio~

(Taunton) 0.33445
Fitchburg Gas and Electric Light Company 0.26087
New Hampshire Electric Cooperative, Inc,

(NH Coop) 2.17391

Total 14.76503%

As of this writing, only Taunton and New Hampshire Electric
Cooperative, Inc. have not received their required approvals. These
{inal approvals are expected to be forthcoming.

If all of the interests indicated above are finally approved,
PS of NH interest in the Seabrook Units will be reduced from 50% to
35.234977.

PS of NH stated in its most recent prospectus dated February 4,
1981, that while it is possible that future developments could lead to
cancellation of Seabrook Units 1 and 2, PS of NH considers such a
possibility unlikely, not only because the necessary construction permits
and approvals have been received and the construction is proceeding, but
also because of the projected need for the Plant's power in PS of NH's
service area and in New England generally and the further need to reduce
dependency on imported oil.

Any delay in the construction of Seabrook units 1 and 2 may
adversely affect the completion and the cost of the two units under
construction. Delay or deferral would reduce the immediate cash needs
of PS of NH and other participants, including the Company, but would
result in a deferral in the completion date of one or both units, and
could result in substantially greater construction costs.

[tem 4. Security Ownership of Ceitain Benelicial Owners and Management

Information for this item is set forth on pages 2 and 3 of the
proxy statement of the registrant relating to its 1981 Annual Meeting of
Stockholders, which is incorporated herein by reference.




PART 11

Item 5.

Market for Registrants Common Stock and Related Security Holder

Matters

Information for this item is set forth on page 7 of the Company's
1980 Annual Report to Stockholders, which is incorporated herein by reference.

Item 6. Selected Financial Data

A five-year summary of selected financial data is included on page 20
of the Company's 1980 Annual Report to Stockholders, which is incorporated

herein by reference.

Item fs

Management's Discussion and Analysis of Financial Condition and

Results of Operations

Revenue and Energy Sales
1980 Compared With 1979

Consolidated operating revenues continued 10
set new highs, with 1980 reaching $27,789,640,
$6,549,911, or 30.8%, more than such revenues of
the year before. Unfortunately for the Company
and customers ahke, nearly all of that increase
arose from the pass-through of increased fuel ex-
penses via fuel adjustment clauses. Only $88,615
of the huge rise in revenues can be related to
growth in energy sales, which is indicative of the
enormous impact of fuel cost increases on the
Company and its customers.

As indicated above, gains in energy sales over
those of 1979 were imited, with residential sales
staying about the same, while commercial and
industnial small sales went up about 2.1%. Com-
mercial and industnal large sales gained 1.0%,
and combined s.reel and area ighting remained
on the same level as tue year before Sales tor
rec...' showed a large 15.5% pickup from
105,775 MWh to 122 137 MWh, though most ot
the gain was represented by increased economy
sales to The New Brunswick Electric Power Com-
mission, which increased from 13,398 MWh in
1979 .0 29,231 MWh in 1230 Sales to public au-
thorities weie 36,942 MWh, down from 40,417 due
prim arily to the loss of 2,384 MWh in sales to
Loring Air Force Base On the whole, primary
energy sales were up 0.9% in 1880 from
475 856 MWh 10 480,245 MWh, while secondary
sales gained 29 3% from 45801 MWh to
59 237 MWh. Adduional information onrevenues,
sales, eic.,, may be found in the eleven-year con-
sohoated operating statistics summary at the
back of thus report

1979 Compared With 1978

Consolidated operating revenues for 1979 were
$1.370,964 more than those of the previous year
(6 9%). however, only $42 J31 of that increase
can be attnibuted 1o tactors other than the pass-
through of increasing fuel costs via the tuel ad-
justment clauses. Thus, there was no real growth
in 1979, apparently a refiection of newly-
developed conservation attitudes among con-
sumers of electnic energy in the Company's
service area

S,

Consolidated energy sales actually were lower
than in the previous year, declining 2 3% from
534,089 megawatt-hours (thousands of kilowatt-
hours) 1in 1978 to 521,657 MWh in 1979 Of the
major classifications, only the large comrmercial
and industna! group recorded a gain in sales in
1979, 110,452 MW* compared to 106,757 MWh in
1978, for a 3 5% mprovement Residential use
was down 2 421 megawatt-hours, or 1 5%, while
small cormmercial and industnial sales were off by
5.947 MWh, or 5 4%. Primarily because Loring Air
Force Base took 3,412 MWu.lese, cales to public
authonties as a group declined by 3.676 MWh, or
8 7% Sales 10 other electric uithties were also
down, prnincipally because there was less energy
(3,482 MWh) available for sale to The New Bruns-
wick Electric Power Commission (NBEPC) on an
economy-flow basis. The 635 MWh deciine in
sales to resale customers other than NBEPC
presumably rellects conservation among cor
sumers in their own service areas

Operating Expenses
1580 Compared Wth 1979

Refiecting a speedup 1n the collection of fuel
costs through tuel adjustment revenues durning
1980, deterred fuel expenses were a positive
£€929,114 compared with a negative S875,165 in
1979 (A positive ceferred expense sigmfies that
a hike net amount has been recovered through
operating revenues; a neczlive deferred fuel ex-
pense genotes a faillure to collect that riet amount
of tuel costs during that accounting period.)

Afer an exceptionaliy favorable water year in
1979 (120.0% of normai), hydro generation
gropped 10 95.4% of normal in 1980. Thus, a net
of $127,630 MVWh were produced in the hydro
plants in 1980 compared with the previous year's
very high 162,107 MWh Because less hyaro gen-
eration was available, more energy had to be
purchased from others or generateanthe Com-
pany's fossil-fue! plants Fossi-fuel-produced
ctcam and diese' energy amounted 10 47,039 LIVen
in 1580 comparsa with 20,616 My/h in 1979 Pur-
chases of energy in 1980 totaled 388.634 LIV.h
against 378917 YM0WWh in 1979, N'ost of that in-




Crease was m\enet y purchases from he New
Brunswick Elec y ower Commission. Nuclear
energy purchased from Maine Yankee Atomic
Power Company (Maine Yankee) were 3,966 MV/nh
less than the 220.218 MWh of the previous year
due 10 refueling downtime of the unit in the first
three months of the year and to some mainte-
nance work performed during the fourth quarter
of 1980. Purchase. from Maine Electric Power
Company were up from 19,200 MWh in 1978 to
24,122 MWh in 1980 because of a 5-MW inciease
in capacity entivement acquired from other New
England utilities beginning November 1, 1980.

Except for nuclear energy from Maine Yankee,
all purchases were generated by fossil fuels. As a
result, the total cost of purchased power (includ-
Ing capacily charges) rose a staggenng 53,870,896
from $8,881,077 n 1979 to $12,751,973 in 1580,
As long as the DPEC nations continue to end-
lessly raise their prices, no respite from this trend
can pe seen until the Company's investment in
Seabrook Units 1 and 2 reaches fruition and the
units infuse additional nuclear-generated energy
in1o the Company's syste

Operating expenses of the steam plants were

' §1.220.763 more than 1979, primarily due to an

wncrease of $1,482.972 in fuel expenses. This
incre :s2 was brought on by increased steam
production as well as leapirogging prices of
fossil fuels. Diesel uperating costs were S28 234
over the prior year, $9.884 of which is attributable
to greater fuel expenses, though net diesel gen-
e, ation was 43 MWh less thanin , 279 Production
maintenance costs were up $90,142 (30.4%)
mair:iy due 10 periodic overhaul of the steam
units at Carnibou, though hydro maintenance was
up 25 3% und diesel maintenance was higher by
the same percentage.

Expenses of operating and maintaining the
transm:=sion system w._re higher by 10.4%, in-
creasing from $882.288 in 1979 to $§974,120 in
1980, refiecting the general inflation rate Some
accounts were up more than others, principally
maintenance of overhead hines. Sumilarly, distri-
bution operation and maintenance charges were
up 10 5% with overhead hnes maintenance being
proportionately a hittle higher than tne other dis-
tribution accounts Customer accouni expenses
expanded from $503,086 10 S€26.542 (up 24 5%)
with the greatest increase being in uncollectible
accounts. which rose from $71,100 in 1979 to
€161,7161n 1880 Expenses for customer services
and intormation increased from $134.513 1
$162. 137 (20 5%) partially as a result of expand-
ing efforts toward energy consenation. Adminis-
trative and general accounts reflect expenses
15 7% greater than in 1878, up from $1.614,843
to $1.667,754. In this group, regulatory COmmis-
sion expenses grew by 179.5% from £53.313 10
$129.006, principally because of costs assoc ated
vath a petition for rate relief tilea vath the tlaine
Utilities Commission {PUC) of the State of Maine
on September 2. 1960 During 1920 several proj-
€Cls reswining the services of outs.ce consulle nts

s.o18 uncernte~en. focusing on a tlen-ycal § ot
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supply study and a load research study and caus-
ing an increase from 5165094 to $210.348 (27 4%)
in expenses of outside services employed. It s
anticipated that the gata resulting from the locad
research study will be required to fullill require-
ments of the Public Utihties Regulatory Policies
Act (PURPA), which will likely be apphed to the
Company by the PUC, even though the Com-
pany's sales are presently lower nhan the thresh-
old ievel set oy PURPA. Though administrative
and general expenses other than those noted
above rellected increases and decreases fromthe
prior year, the net increase in those cther ac-
counts was held to 8.0%, somewhat less than the
general inflation rate.

Depreciation and amortization expenses were
$67.953 higner in 12€0 due to increases in de-
preciable property. Taxes other than income
taxes charged against income were up 585,983,
reflecting h'yner property taxes, more social
security taes, and a new &' ite assessment 10
help pay tt.e exgenses of the + UC {85 530). In-
cluding ueferred taxes and investment tax credit
adjustments. income taxes charged tu Oper ing
expenses dropred from $1,192.064 in 15 9 to
$168.800 1in 1980 as a result of lower taxabl : in-
come. Income taxes currently payable were own
from $235.209 to $134,149. The annual provisicn
for deferred taxes was reduced greatly from
$755.452 in the previous year to $8.626 n 1280,
principally due to a reversal of ceferred taxes re-
lated to deferred fuel exgpenses Invesiment tax
credit adjustments charged to income in 1980.
vere only $18.317 compared with 5273 695 n
1979, resulting from a decrease «n the ability to

psorb such Credits against otherwise current
taxes payaople. Total investment tax credit for
1580 was 5544,126, 5£08,740 of which was carriec
rack to 1977. Tnat investment tax credit com-
pares with the previous year's §247,409. $590.022
of which was carred back to 1976. The carried-
back portion of ITC is charged to the balance
sneet as a refund due from the Internal Revenue
Service, ratner than to the current income state-
ment

1979 Compared With 1978

In 1979 water levels were excellent for a good
portion of the year and as a result hydro genera-
thon was 120 0% of normal, rebounding from the
previous year's dismal 86 8% In hight of the un-
expected shutdowns of the Maine Yankee nuclear
~lant (discussed in the Regulatory Proce “ngs
section later in this review) good water condiions
appeared at a very opportune time Of tue!l ex-
penses would have been much higher than they
were. Whereas oniy 116 884 megawalt-hours
were produced by the .iydro plants in 1978, a
total of 162,107 MWh came from that source in
1979 Because of the greater hydro production
only 378,917 MWh had to be purchasaed com-
pared with 420,991 MWh n the year before how-
ever, regulatory shutdowns of Maine Yank(--:.
reduced the energy avadable from that most
economical source to 220.218 MWh guring the
year, compared with 263,137 MA 7 in 1978 To fill




aut the Company s needs a considerahle amount
of additiunal energy was purchased from The
New Brunswick Electric Power Comrission,
139 411 megawatt-hours in 1979 against 112 502
MWh last year Less energy was required from
the Company's own oil-burning plants than in the
previous year, totaling 20,373 MWh from steam
and 243 MWh from d-esel compared with 26 913
MWh and 627 MWh for 1979 and 1978 respec ive-
ly The necessity of replacing low-cost nuclear
energy dunng the Maine Yankee shuldowns
boosted purchased power costs from $7.638 595
in 1978 to $8.881.077 in 1979 Steam plant oper-
atng expenses were down 6 0% from $1.217,905
tc $1,145,023 as a result ol using considerably
less tuel otfset somewhat by higher unit cost and
generalinfiation Diesel piantoperating expenses
rose shghtly from $129,939 to $131.638 while
operating expenses at the hydro stations ad-
vanced 11 7% to $189.029 due primanly to infla-
ton The lag in billing tuel costs applying the
retarl and wholesale fuel adjustment clauses
caused a net deferment to future billing periods
of $875.165, which was credited to the income
statement in 1979, compared with $831,741 de-
ferred 1n 1978 Production maintenance ex-
penses were down 9 6%, or $31 626, because the
year before included unusually high mainte-
nance charges for Unit #5 at the Tinker Plant ¢ nd
for dam repair at the Squa Pan reservoir

Operation and maintenance costs of the trans-
mission system were $156 899 (21 .6%) over the
previous year's $725.389. pnincipally due 1o mic -
er wheeling costs of encrgy through the aai 5-
mission systems of other companies © Lunbution
operation and maintenance cost® were up by
3 5%, ‘vhile customer accounting «.osts rose 4 5%
Customer services and informration expenses
were 18 0% greater than the previous year, re-
flecting continuing effoits Yo encourage enerqgy
conservation. Administrative and general ex-
penses rose 13 0% as a result of inflationary ores-
sures in most of the accounts in that class:fica-
tion

gecause of much lower tuxable income, n-
come taxes charged 1o operahing expenses,
including deferred taxes and investment tax
credit adjustments, totaled $1,192.064, compared
with $2.054.020 in 1978 Currontly payable »0-
come taxes decreased from 3458 671 in 1978 t0
$235.209 int 1979 The prowision for deterred in-
como taxes rose shghtly in 1979, $755.452 com-
pared 1o $726,261 i1n 1978 while investment 1ax
credit adjustmuts charged on the incame state-
ment dropped sharply from $881,3801t0 $213.695
respectively because of the hmited abihity to
absorb such credits against otherwise current
taxes payable In 1978 total investmenttlax credils
were $1.178547, $276.792 of which had to be
carned back to 1975 while 1979 produced invest-
ment tax credits totaling $847.409, $59002¢ of
which was carned back to 1976 Current invest-
ment tax credils are generated primarily by Quabh-
fied progress expenditures on the construction of
Seabrook Units 1 and 2. as ighilighted below

wlle

Construction

1980 Summa:
e Company and its subsidiary spent

$7,212.52% on additions, replacements, and im-
provements to their utiity properties and equip-
ment in 1980, including uncompleted construc-
tion work 1n progress. Approximately $5.272.000
was paid for progress payments on the Com-
pany's 1.46% interest in Seabrook Units 1 and 2,
nuclear umits being constructed by Public Ser-
vice Company of New Hampsnire as lead partici-
pant. Additional work on William F. Wyman Unit
#4, a new jointly-owned, oil-tired unit being
operated by Central Maine Power Company, re-
quired abou' $130.000 trom the Company to
cover Its share of those expenditures. A new,
improved, two-way radio system required about
$120,000, 'while $17,000 was needed for prelim=
inary work onthereplacementof three penstocks
at the subsitiary’s Tinker Station Approximately
£376,000 was paid tor voltage conversions and
substation improvements, and r~arly $236,000
was spent for meters, services, trar:formers and
other customer-related facihities. Distribution ine
extensions, rebuilds and highway retncations re-
quired about 3776.000 while improvementstothe
transmission system used about $20.000. Street
lighting, general equipment, and miscellaneous
items abscrbed the remaining $216,000

In 1881 cash expenditures for construction are
estimated at approximately $9.600,000, the bulk
of which will be needed for the Company’'s share
of the continuing construction of Seabrook Units
1 and 2, which 15 expected to be in tre area of
$6,700.000. including nuclear tuel. Transmission
improvements wi'l need about $196,(20, and dis-
tribution recuirements approximately $924.000.
Reconstruc .on of the Canibou Dam 1s expected
to cost nearly $900.000, while the repiacement of
three penstocks at the subsidiary’'s Tinker Station
will take about 5360,000 (U S dollars). The re-
maining $520 000 1s buageted for numerous mis-
cellan=ous improvements and needed equip-
ment. The Company’s share cf the cost of Sea-
brook Units 1 and 2 s presently estimated at
$57.000.000 including initial tue! and Allowance
tor Funds Used During Consiruction. The Com-
pany's ownersnip interest of 1.48% represents
33 600 kilowatts of ne'w nuclear capacity.

1979 Summary

In 1979 the Company and its Subsidiary ex-
pende-: $8,118 830 on additions, replacements
and improvements 10 ulility property and equip-
ment including unfinished construchon work in
progeess Of that) otal. approximately $5.713 0060
represented progress payments on the Com-
pany's share of Seabrook 'Imts 1 ind 7 nuclear
units being built by Put ¢ Se- “s4 pany of
New Hampsture as e sarhcipant Nearly
*628 000 was used for the Company s ownersmp
share of additional work required on Witham F
Wyman Unit 44, an oil-hred. in-service umt con-
structed by Central Maine Power Company
Voltage conrersions and substation improve-



ments cost about $24 000, while meters, services
transformers and other customer-related facihi-
ves totaled approximately $259.000 Distributirn
hne extensions. rebuilds, and relocations due 1o
highway construction came to nearly $675.000
Major improvements to the transmission system
required expenditures of about $741,000 Street
highting, general equipment, and miscellaneous
petterments absorbed the remaining $179.000

Near the end of the vear New England Power
Company. the lead participant in the proposed
construction of two nuclear units in Rhode Island
announced that it was cancelling the project be
cause of its inabiiity to acquire the site of the
proposed plant There 1s considerable uncertain-
ty as to the ulumate disposition of the Company s
incurred costs in that project and the final amount
thereol Consequently, as ot December 31,1971
3203 B45 was transferred trom Construction
Work in Progress 1o Other Deterred Debits and
s included in that account on the balance sheet
in this report

_!_273 Summar
fhe Company and its subsiuiav expended
$11.363 785 on additions, replacemen s, and im-

provemerits (0 utility property and equ'pment in
1978 Approximately $8.587.000 of that amount
was required tor the Company's share of the
construction cost of Seabrook Units 1and 2, a
nuclear plant berng built by Public Service Com-
pany of New Hampshire. The William F. Wyman
Unit #4, an oil-fired steam unit constructeu by
Central Maine Power Coripany, required ap-
proxinately $1,376.000 for the Company s own-
ership share of expenditures during the year
The Company's participation as a part owner in
the construction of two nuclear units planned in
Rhode Island by New Em%iand Power Company
(NEP) required about $171,000 Approximately
$574.000 was utilized for distribution extensions,
highway rebuilds, and relocation of facihties,
while improvements to the transmission system
used approximately $112,000. Expenditures Of.
meters. services, transtormers, and other cus-
tomer-related faciliies were about $231.000
Voitage conversions and substation improve-
ments absorbed about $59.000 while general
equipment and numerous miscellaneous proj-
ects took approximately $254.000

Financial Condition
1980 Summary

in 1980 the parent company issued an addi-
tional £5.500 000 of bank notes to finance its cen-
tinuing construction program, making a total of
$8.100,000 of such notes outstanding at the end
of the year. Because cash earnings in 1980 have
been insufficient to generate adequate interest
coverages, only aminmimum amount of unsecured
long-term debt (nO secured debt) may be 1ssued
at this writing. The generation of needed interest
coverages 1s contingent upon the PUC allowing a
substantial increase in rates as a result of the
Company's pending rate reguest. The Company
pians 1o continue bank borrowing 1o meet on-
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going construction needs until such time as sut-
ficient interest coverages have been generated
s0 that a reasonable amount of long-term debt
may be issued. It seems doubtful that such a leve!
can be attained before the second quarter of
1982. No major issue of common stock is pres-
ently planned, though it is pointed out that minor
amounts of new common stock are regularly is-
sued in accordance with provisions of the Com-
pany's Employees Stock .Ownerzhip Plan, a
TRASOP plan qualified under the Tax Reduction
Act of 1975, as amended Dunng 1980, 5282
shares of common stock were 1ssued and sold to
tshg% EE’E“SOOP trust, increasing common equity by

1979 Financing

On October 11, 1979, the Company issued
80 000 shares of 9%:% Preterred Stock. $50 par
value, 1n @ negoliaicu »dlé 10 TWO institutional
investors at 100% of par Cash proceeds after the
cost of issuance were $3.947 016 On the same
date. the Company also issued $8,000.000 princi-
pal amount ot 10':% First Mortgage and Collateral
Trus* Bonds, due 2004, to four insurance com-
panies with net proceeds 1o the Company of
$7.912.120. after tinancing costs. The net pro-
ceeds from the two financings were applied to
short-term bank notes which previously had been
incurred to finance the Company's continuing
construction program After note repayment,
$700 000 of bank loans remainad outstanding

1978 Financing

During The year 1978 the Company issued
short-term bank notes totaling $9.400.000 to
help finance its construction expenditures
during the year. Present plans are 1o Issue
$4 000 000 of new Preferred Stock and up 10
$10 000000 of First Mortgage and Collateral
Trust Bonds. about mid-year 1979






until their successors shall have been duly chosen and qualified. The
next annual election of officers will be on May 12, 1981.

There are nc family relationshipe between the executive officers. ‘

[tem 10. Management Remuneration and Transactions

Information for this item is set forth in pages 4 and 5 of the
proxy statement of the registrant relating to its 1981 Annual Mceting of
Stockholders, which is incorporated by reference.

PART 1V

[tem 11. Exhibits, Financial Statement Schedules, and Reports of Form 8-K

(a)l. Financial Statements
Incorporated by reference i~to Part Il of this report from pages 5
through 17 of the 1580 Annual Report to Stockholders:
Statement of Consolidated Income for the years ended December 31,
1980, 1979, and 1978.
Statement of Consolidated Retained Earnings for the years ended
December 31, 1980, 1979, and 1978.
Consolidated Balance Sheets as oi December 31, 1978 and 1979.
Statements of Source of Funds for Plar Additions and Replacements
for the years ended December 31, 19L_, 1979, and 1978.
Notes te Consolidated Financial Statements.
Schedules of Capitalization Data as of December 31, 1980 and 1979.

Auditors' Opinion.
Report of Independent Certified Public Accountants appears on .
page 17 of this report.

(a)2. Financial Statement Schedules
Included in Part IV of this report:

Page
Schedule T11 ig

Schedule V 19-20
Schedule VI 21
Schedule VIII 22
Schedule IX 23
Schedule X 24
Audited Financial Statements of Maine Yankee

Atomic Power Company 25-72
Audited Financial Statements of Maine Electric

Power Company, Inc. 73-84

Schedules other than those 'isted above are omitted for the reason
that they are not required or are not applicable, or the required information
is shown 1n the financial statements or notes thereto.

Columns omitted from schedules filed have been omitted becauce the
information is not applicable.

Individual financial statements of the Company are omitted because
it is primarily an operating company and its wholly-owned subsidiary included .
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ir the consolidated financial statements being filed does not have minority

equity interests and/or indebtedness to any person other than the parent

in amounts which together exceed 5/ of the total consolidated assets at the
. dat. of the latest balance sheet filed excepting indebtedness incurred in

the ordinary course of business which is not overdue and which matures

within one year from the date of ‘ts creation, whether evidenced by

securities or not.

(a)3. Exhibits
Certain of the following 2xhibits are filed herewith, Certain
other of the following exhibits have heretofore been filed with
the Commission and are incorporated herein by reference.
(*irdicates filed herewit¢h)
*3 (a) Articles of Incorporation with all amendments through 10/3/79.
*3 (b) By-laws of the Company, as amended October 3, 1979,
*4 (a) Indenture of Mortgage and De d of Trust defining the
rights of the holders of the Company's First Mortgage
Bonds.
*4 (b) First Supplemental Indenture.
*4 (c) Second Supplemental Indenture.
*4 (d) Third Supplemental Indenture.
*4 (e) Fourth Supplemental Indenture.
4 (f) Fifth Supplemental Indenture. (Exhibit A to Form B8-K
dated May 10, 1968.)
4 (g) Sixth Supplemental Indenture. (Exhibit A to Form 8-K
dated April 10, 1973.)
4 (h) Seventh Supplemental Indenture. (Exhibit A to Form 8-K
. dated November 7, 1975.)
. *4 (i) Eighth Supplenenctal Indentuve.
4 (j) Ninth Supplemental Indenture. (Exhibit B to Form 10-Q
for the sccond quarter of 1978.)
*4 (k) Tenth Supplemental Indenture.
*4 (1) Indenture defining the rights of the holders of the
Company's 57% debentures.
4 (m) Indenture defining the rights of the holders of the
Company's 9 7/87 debentures. (Exhibit A to Form 8-K,
dated June 10, 1970.)

*10 Joint Ownership Agreement with Public Service Company
of New Hampshire in respect to construction of two
nuclecar generating units designated as Seabrook
Units 1 and 2, together with all related amendments

to date.
L1 Not applicable.
12 Not applicable.
*13 1980 Annual Report to Stockhcolders.,
19 Not applicable.
20 Not applicable.
22 Maine and New Brunswick Electric Power Company, Limited,

a Canadian corporation.

(b) No reports on Form 8-K were filed during the last quarter of the
period co jered by this report.,
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28 State Street

Beston, Massachusetts 02109
(617) 742-7660

Telex 940161

REPORT OF INDEPENDENL CERTIFIED PUBLIC ACCOUNTANTS

Maine Public Service Company:

We have examined the consolidated balance sheets and the
related schedules of capitalization data of Maine Public
Service Company and i<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>