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vears ended Docember 31,

1982 1991 % change

Operating revenues (000} 81,441,753 §1,354.501 + 4 P
Income available for common stoack (000 90 TeR $77.0159 + 17 8%
Common shares outsanding - woighted average (000) a4 145 39 348 + 9.6%

Conmmon stock data:

Earnings per share 5.2 10 £1.96 + 7.1%

Dividends declared per shan £1.65 §1.595 + 3.8%

Pavout ratio S K% 3. 7%

Book ralue per share SR 7 $17.90) + 4 5%
Retarn on average oemson cguity 115 11.3% + 1.8% )
Fixed change coverage {SECH 5 5 PN | Béx + 8%
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in 19892, Boston
Edison organized
its service territory
into three geo-
graphic areas 1o
better meet the
nesds of customers
and communities

Our customers are
demanding flexibility
and choices, and
the communibies we
serve mghtfully
expect us Lo be 8
good neighbor. in
estabbshing three
areas, i i1s our
phyective to work
more closely with
customers, delver
our services on a
tmely basis
increase the value
of our products and
sernces to custo-
mers and to par
ticipate in and

About the
Company

Boston Edison is a
public utility engaged
principally in the gon-
eration, purchase,
transmission, distrib-
ution and sale of elec-
tric energy. it was
ncorporated n 1886.
We supply electricity
at retal! to an area of
approximately 590
sguare miles within

support important 30 miles of Boston,
community anm the
SotvIey City of Boston and 38

surrounding cities and
towns, The population
of the territory served
at retail 18 approxi-
mately 1,500,000

We also supply elec-
tmicity to other util-
tes and mumicipal
electric departments
at wholesale for
resale. About BS per-
cent of pur revenues
are derwed from
retail electric sales,
13 percent from
wholesale sales and 2
percent from other
sOUrces.

Serviced by Boston Edison

& Northeast Area

B Central Area

B Southwest Ares

Wholesale customer

@ Wystic Staticn, Everett
© New Boston Station, South Boston 1
@© Pilgrim Nuciear Power Station. Plymouth



Retail Sales Growth

% annual growth
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Despite cooler weather, retail sales
began a shght rebound in 1982

Earnings Per Share From
Operations

$ per share
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Earnings per share rose 7%
in 1992

internal Generation
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Internal cash generation continues
to improve each year as we fund

mare capital expenditures from
operating cash flow

Dividends Paid Per Share

8 per share
200

1.50

‘B8 'BE 'S0 ‘81 ‘@2 ‘83
pro forma
Dwedends per share increased
S0 0B in each of the last three
years



Dear Sharcholder:

Bostan Fdison is 2 healthy, stable electric wulity, performing among the best in the mdustry.
Earnings from 1992 aperations reached $2.10 per share of commeon stock, compared 10 31,96
in 1991 For the third consecutive year, we increased vour dividend by six cents per share or
3.7 percent. The price of common stock increased from 82475 per share to §27.50 at the
stock market's close on December 31, Combined, these noreases provided you with a total
return on vout anvestment of 188 percont, which means for the fourth consecutive vear,
Boston Edison outperformed the averages of both the overall stock market and the industry.

Among our most notable accomplishments in 1992 was the successtul completion of a second
conscoutive three-vear rate settlement. This agreement enables the Company 1o meet goals for
continued financial progress, while stabilizing the cost of clectricity 1o our customers. We
reached another settlement in 1992, which will provide recovery of our Demand. Side Manage-
ment (DSM) programn costs through 1994 financial incentives for outstanding DSM perfor
mance and recovery of revenues lost due 1o lower sales resulting from DSM. And, during the
summer we completed our secand common stack offering within nine months. With the sale
of an additional 2.3 million shares, we have strengthened our balance sheet to a common equity
level of 39 percent

The news was not all good w1992, During the fourth guarter, we wrote down our 88 mil
lion investment m the Edgar Encrgy Park project. Since we can see no obvious need for new
generating capacity for soveral vears, we have deferred the project.

There were many operational accomphshments i 1992, We beat the competition for our
largest customer's business by submirting the winnng bid for the Massachusetts Bay Transit
Authority’s long-term power needs. All of our generating plants performed well; our DSM pro-
grams received praise from state regulatons; our service reliability improved 1o its best an 11
vears, and our overall favarabiling rating w ith remdential customers remained at 85 percent for
the second consecutive year,

With our three- vear rate setthement in place, our regulatory future is more stable than other
wtlitics, and our financial outlook is bright. It seems now we have the appartunity 1o focus
some attention on the future,

The top priority issue Boston Edison faces is competition. Our goal is 10 be the energy
provider of choice from the standpoint of both cost and customer service. Therefore, we must
focus all eforts on meeting our customers” needs. To do that, we will cmploy new technologies
and replace oumdated methods; be more flexible and accommodating; and encourage more
cross-organizational tramwaork and cooperation.

The second big issue is the environment. Enactment of the Clean Air Act and the National
Energy Strategy s providing excellent opportunities 10 promote the efficient use of all energies
and 10 offer clectricity as a way of reducing emissions from mobile sources, such as awtomo-
biles, mass wransportation and lawn mowers. For the immediate tuture, we will stress the pro-
duction of "clean clectricity” and continue 16 promote officiency through DSM services and
other new clectratechnologics,

Anather very important assae is the economy, especially as it affects our financial health. We
will comtinve 10 support its revival through our own Eoonomic Development programs, which




are detaded fater i this n port. We must also create our vwe sconomic prowth, and somc of

the best apportunities can be pursued throagh anregulated subsidiaries. We have bled a plan

i~

with the Massachuserts Department of Public Utibities (state regulators), secking approsal t

form such a subsidiary. Through it, we would invest up 1o 345 million of equity in DSM e
vices, generation scrvices and eleciric transportation. Am new business apportunitics w put

sue will be related 10 our core enc Yoy business, wherne we have a PrOVEn CXpt s

Wi face many challenges i these changing times for our industry, but none are so sericus as
competition. We wall succeed becatse owr managess understand the new business environment
andd have an entreprescurial spirit 1o meet it Owr mplovees View competition as an opponiy
ey o £ Foms Jh*i ary }‘!\ ?L:!! '\ ‘”“- Il ated work o 'wii- 1 "‘nw?.n!'\ Felisom s "H"U\‘« record

wes hack 10 the very begmnings of the cleairic energy story. We outperiormed the compen

ton then and became the power of Boston, We are DOSITTON d to do so agan
\
ladas our pr aduct 1 more competitivedy priced, our DSM programs help customoers pat ele
tracity to the best and most etficient use and our service is very reliable. We are ready for thi

Chalienge of compoetilion, woe are in eomtrol of our business and we are creating our fatuns

Bernard W Rernicek

Chairman, President and Chied Fxecutive $Hcer

February 11, 1993

Annual Total Return Capitalization System Average
to Sharehoiders Interruption
Duration [SAID)
Whinutes

200

-

% wotal return
ao

as
30
25
20
15

0 - Common eqguity 100

- Preferred
preference eguity

(4]

o
. - Longtarm debt 50

‘88 'BE ‘90 '91 a2 ‘BB 'B8 '90 91 92
in 1982 the refiability of
our system hit an eleven

vear tugh by prowding the
lowest average number of

Annual tota! return to Our capital structure
shareholders has at the end of 1882
exceeded industry and mncludes the sale of
market averages for 2.3 million shares of
the past four years common stook, munutes within the year
further improving our that & customer was
financial strength withoul power since 1981
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Company Generated Fuel Mix

1882 Company generated fuel mix
was balanced because our three
largest fossil units can burn either
ol or gas, whichever s cheapest

Complement

# of employees
S000

4200 -

4000

88 88 'SC 81 ‘82

Through attrition we have bean abie to

reduce our numriber of employees to
their 1988 level and are on track for
reducing those numbers by 1 - 2%
annually through the year 2000

Fossil System Availability

availlahie

4 rys
10C
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in 1982 the average availability of
our fossil system was its best ever
by hewing our units available to run
85 8% of the time

Retail Customer Sales Mix

- Cemmercial

- Hesidential
- industrmal & other

The stabiity of our commercial and
residential sectors in our retail
customer mix helps minimize the
effects of regional economic swings
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Purchased power and demand side management
expense increased $24,484,000 principally due to new long-
term purchased power contracts. The cost of purchased
power contracts is collected primanily through fuel and pur
chased power revenues. In 1991 we deferred £9, 200,000 of
DSM custs, of which approximately $5,000,000 was
expensed and collected from customers in 1992 in accor
dance with an order from state regulators. The remainder
will be expensod and collected in 1993, In 1992 we deferred
§ 14 000,000 of DSM costs, for which we received approval
to expense and calleet from customers over twelve months
beginming in February 1993

Other operations and maintenance expenses increased
$8.592,000 due 1o increases in employes benefit expenses
and bad debts. Approximately $6, 100,000 of pension costs
was deferred in 1992 as compared to $4,300,000 m 1991,
The 1992 Rewil Settlement Agreement allows us 10 contin-
ue to defer these costs and assures us recovery from cus
tomers over time. In 1991 we also deferred § 3,600,000 of
storm costs associated with damage caused by an August hur
ricane. We received approval from state regulators to charge
to customers and ¢ Xpetrse these costs over time 'u‘gmning
November 1, 1992, as part of the 1992 Retail Setthemen
Agrcement. The balance of these items are abso included in
“Onther deferred debits™ on the consolidated balance sheet at
December 31, 1992,

In 1991 we deferred approximately $22 871,000 (net)
of costs associated with the 1991 refucling outage at Pilgrim
Station, of which $4, 901 000 and 52443000 wers
expensed in 1992 and 1991, respectively. We began 1o
expense these costs over five vears in September 1991 as
approved by state regulators.

Municipal property and other taxes increased 21% due
1o the reduction in residential and commercial real estate
values associated with a depressed coonomy which resulted
in higher tax rates applicd 1o our personal property values,
In accordance with the 1989 Retail Settlement Agreement,
municipal property tax expenses were reduced by adding
back into income certain tax abatements of $10,400.000 in
1992 and $13,000,000 in 1991,

The effective annual income tax rate for 1992 was
8. 7% versus a 16.5% rate for 1991, Both rates were signiﬁ
cantly affected by the implementation of the terms of the
1989 Retail Settlement Agreement wherebn we reduced
income tax expense by adding back into income certain
deferred income taxes of $23,000,000 and $13 000,000 for
1992 and 1991 respectively. In addition, federal income tax
expense was reduced in those periods by §7,250,000 and
§3,700,000, respectively, dae 10 the deduction of certain
paymesits mandated by that agreement. Based upon the 1992

T

Retail Settlement Agreement, we expect our effective
income tax rate to be approximately 20% m 1993,

In 1992 we expensed approximately $8,000,000 of
costs previoushy invested in the deferred Edgar Encrgy Park
praject. This is included in *Other, net” in the consolidated
statements of income at December 31, 1992,

Total interest expense declined $6,484 000 primarily
due to lower interest rates on our average short-term bor
rowings. Allowance for funds used during construction
(AFUDC, which represents the financing costs of construc-
tion) totaled §7,847,000, a decline of 13% from 1991, pri-
marily due 10 a lower AFUDC rate.

Preferred and preference dividends declined §1,061,000
primariky due to the replacement of the 31.46 preference

stock with a less costly new issue of preterred stock.

Netincome increased $12,628 000 or 13%. However, |
carnings per common share for 1992 increased anly 7%,
reflecting an increase in the weighted average number of
commaon shares outstanding primarily associated vith our
1991 and 1992 common stock issnances,

1991 Versus 1990
Farnings per comman share amounted to §1.96 in 1991 and
$2.01 in 1990, Results for 1990 included $0.41 per common
share due 1o the cumulative effect of a change in accounting
principle effective January 1, 1990 (acorual of unbilled rev-
enues). Certain reclassifications were made to 1991 data 10
conform to the method of presentation used in 1992,

Total 1991 operating revenues amounted to
$1,354,501,000, which represented an increase of 3,0%
over the prior year, broken down as follows:

1. 3% decrease in retail electricity sales billed — $.(3,567,000)
Incvease in performance rate revenues ' 23,401,000
Increase in_“m*l and purchased power
revenues 7 21,144,000
Change in wholesale sales, interchange,
aad other (917.000)
Increase in total revesues 840,061,000

() As part of the 1989 Retail Sentlement Agreement, we were
permitted to increase our retail revennos by approximately
£ 22,500,000 sffective Movember 1. 1990 and offective

November 1, 1951 by an additional $25,000,000.

th) Increases in fucl and purchased power revenaes are primarily
ofiset by increases in fuel and purchased power expenses. We
had increased purchased power costs associated with new
lemg term contracts and & 16% decline in output fram our
fossil umits. This Aecline in output was primarils due to the
arder in which the New England Power Pao {of which we
are @ memboer) has its participants run their gencrating umits

21
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Other operation and maintenance expenses declined
$5,300,000 fram 1990, This was primarily due 1o reduced
maintenance and pension expenses, which were partially off-
set by increases in labor, certain emplovee benefits, research
and development costs, bad debts, and nuclear operations
expense. Through December 31, 1991, we deferred
§22,871,000 of net costs associated with the 1991 retueling
outage at Pilgrim Station, Similarly, about $4,300,000 of
pension costs and $3 600,000 of starm costs associated with
damage caused by an August 1991 hurricane were deferred.
These items were included in “Other deferred debits” on the
consolidated balance sheet at December 31, 1991,

Municipal property and other tax expenses increased
18.6% due 1o the reduction in residential and commercial
real estate values associated with a depressed economy which
resulted in higher tax rates applied to our persanal properts
values, In accordance with the 1989 Retail Settlement
Agreement, municipal property tax expenses were reduced
by $13,000,000 in both 1991 and 1990 by adding back o
imcome certamn tax abatements.

Onar effective income tax rate was 16.5% in 1991 versus
30.4% in 1990 which included the cumulative effect of a
change in accounting principle. The 1991 and 1990 rates were
affected by the implementation of the torms of the 1989 Retail
Settlement Agreement. Based on those terms, we reduced
income tax expense by adding back inte income certain
deferred income taxes of approximately $13,000,000 and
$2,000,000 in 1991 and 1990, respectively. In addinon, 1991
income reflects a reduction in federal income tax expense of
§3,700,000 arising from the deduction of certain payments
mandated by the 1989 Retail Settlement Agreement.

AFUDC totaled 38984 000, an increase of 2% from
199G, due to an increase in the construction work in
progress basc, partially offset by a lower AFUDC rate.

Total interest expense increased $10,610,000, primarily
related to interest on higher long-term debt balances partially
offset by a decrease in short-term interest expense due 1o a
decline in interest rates. The increase in average total borrow -
ings has been 1o cover the cost of our plant expenditures. A por-
tion of plant expenditures is financed through funds generated
by operations with the balance through external financings.

Financial Condition, Outlook for the buture and Liguidity

Financial Condition
The 1992 Retail Settlement Agreement provides us with
increased customer billing rates over the threc vear period
ending October 31, 1995, The annwal rate of return on
comman equity during that period is not permitted to
exceed 11.75%, exclusive of certain performance incentives
and penalties,

Our ability 1o achieve or exceed the stipulated rate of
return on common equity will be primarily dependent upon

O T T ————— 4 T ——
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our ability to control costs and 1o earn performance incen-
tives. The 11.75% rate of return may be exveeded if we carn
incentives from DSM and generation performance mecha-
nisms specified in both the 1989 and 1992 Retail Settloment
Agreements. If Pilgrim Station operates between 60% 10
68%% capadity, we will be pru\'idrd with appwximau-l_\'

$42 000,000 in revenues in the vear November 1, 1992
through Ocober 31, 1993, In the first year this may be
adjusted down 1o approximately $25 000,000 or up to
approximately $61,000,000, on a shding scale, if the unit
runs below 60% capacity or above 68% capacity. Annual rev-
cnues can also mcrease or decrease up to $4,000.000 based
on fossil generation unit performances in cach of the three
settlement vears,

Our electric generating units, other than Pilgrim Sta-
tion, are fossil fucl-fired. The majority of fossil fuel purchas-
cs 18 imported residual fuel vil acquired primarily from
international supplicrs, and natural gas which is supplicd on
an “imterruptible” basis. We currently charge both our retail
and wholesale customers for fossil fuel costs incarred
through the existing fuel and purchased power revenves.

Fxpecied Plant Expenditures and Outlook for the Future
Owur current estimate of plant expenditures over the nex: five
vears (which is subject to contimung review and adjustments),
is approximately $1,060,000,000 (excluding AFUDC, DSM
and $76.000,000 in nuclear fuel expenditures),

Retail electricity sales billed for 1992 were 1.0% high-
er than 1991 A large portion of our clectricity sales i in the
commerdial sector as compared to the industrial sector.
Since New England continues 1o experience a shuggish econ-
omy, we do not anticipate significant growth in retail elec-
tricity sales in the near term. Implementation of DSM
programs which are designed 1o assist customers in reducing
their use of electricity may lower growth in electricity sales.
in December 1992 state regulators approved a DSM settle-
ment agreement. This agreement establishes annual DSM
spending levels over 50,000,000 through 1994 with
approximately 70% of certain costs collected from cus-
tomers over 3 six-year period and the remainder collected
primarily in the vear spent. We will abso collect a return on
the deferred costs, as well as incentives and recovery of cer-
tam lost revenues based on the actual electricity saved by our
customers from these DSM programs.

In February and July 1991 we increased our rates
charged 10 three wholesale customers by a total of approxi-
match $9,600,000. In July 1991 we entered into a settle-
ment with one of these three, the Town of Reading,
Massachusetts. As a result of this settlement no refunds were
paid to Reading. On October 26, 1992, we entered into a
lang term power supphy agreement with one of the remaining
two, the Town of Wellesley, Massachusetts, This agreement,
which was approved in carly 1993 by federal mgnlmm. settles
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tion from the standpoint of satety, reliability and cconomics
and we continue 1o believe that such continued operation is
in the best interests of our customers and our Company.

We presently dispose of low Jevel radioactive wasie
(L1W) generated at Pilgrim Station through arrangements
with licensed disposal facilities located in Barnwell, South
Carolina. As a result of developments which have ocourred
pursuant 10 the Low-Level Radicactive Waste Pohicy Amend
ments Act of 1985, our continued acoess to such disposal
facilities has become severchy imited and signticanthy
increased in cost. We have made arrangements for access 1o
the Barnwell site through Julv 1993, We do net presently
believe, however, that dispnsa] site access will be provided
after that date.  Although legislation has been enacted in
Massachusetts establishimg a regulatory method for managing
the Commonwealth's LIW including the possible siting,
licensing and construction of a LIW disposal facihity within
the Commonwealth, it appears unlikely that such a faciliny
will he constructed in a timely manner. Pending the con-
struction of a disposal facility within the Cammeonwealth or
the adoption by the Commonwealth of some other LIW
management method, we continue to monitor the situation
andl are investigating other options which are available to us,
including the option of on-site storage.

New Accounting Pronouncements
We will implement Statement of Financial Accounting San
dards (NFAS) No. 106 - “Accounting lor Postretirement Ben
efits Other than Pensions™ in the first quarter of 1993 We
are currenthy studving our implementation options. Our
total transition hiability is estimated to be approximatehy
$200,0600,000. Under the twenty-year amortization aption,
the expected additional annual cost wauld be 820,000,000,
In agcordance with the 1992 Retail Settlement Agreement,
we will phase in postretirement emplovee benetit costs up 1.
the 1ax deductible funding amount over five years, resulting
in expenses of 3,000,000, $6,000,000 and $9, 000,000 in
the three settlement vears. In carly 1993 the Financial
Accounting Standards Board's (FAMB) Emerging Issues Task
Force (EITF) issued accounting gurdelines for postretirement
henefit costs by regalated companies. These guidelines
aliow deferral of such additional vosts only if regulators
authorize specitic deferral and recovery periods for postre
tirement benefit costs not currenthy roceived in rates. Our
regulators have not had the opportunity 1o review these
guidelines and we are unable 10 determine how they will
respond to them. If current regulatory treatment is insuffi-
cient 1o meet the EITF requirements and we are unable to
abtain sufficient modification, we roght be required to
expense a portion of the additional cost

In February 1992 the FASB issued SFAS No. 109 -
“Accounting for Income Taxes”, which becomes effective in
1993, We anticipate that, due 10 the impact of regulation,
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the primary effect of this statement will be reflected in our
consolidated balance sheet and will result in no significant
impact on net Income.

In November 1992 the FASB issped SFAS Na. 112
"Emplovers’ Accounting lor Postemplovment Benefins”
which hecomes effective in 1994 SFAS No. 112 requires use
of an actuarial basis tor computing the liability for benefits
iother than pensions and postemplovment benefits) for for-
mer of imactive emplovees, their beneticiaries and covered
dependents. We are currently recognizing these benefits pra
marily as Claims are paid. We have not fully determined the
means of collecting these expenses or of implementing this
accounting pronouncement (preliminary estimates are in the
process of being prepared by cur actuaries). The adoption of
this proneuncement is not expected to impact our cash flows
i the near favare,

Yankee Atomic Hlectric Company

O February 26, 1992, the Board of Directors of Yankee
Atomic leen ic Company (Yankee Atomic) decided 10 per-
manenth discontinue power operation of the Yankee Atomic
muclear generating station and, in time, decommssion that
facibits, We relied on Yankee Atamic for less than one per-
cent of vur svstem capacity, Our 9.5% stock investment m
Yankoe Atemmic is valued at approximately $2,000,000.

On June 1, 1992 Yankee Atomic filed a request with
federal regalavors for approval of an amendment to the
power contracts with unit owners, which provides for con-
tinoed cotlection of Yankee Aromic’s investment and decom
missioning costs through July 2000, the period of the plant’s
aperating license, and to adjust contract rates based on Yan-
kee Atomic s revised decommissioning and aperating and
THAMENANCE COSts CSTUmMAtes,

The estimate of our share of Yankee Atomic’s cost of
decomnussioning the plant is approximately $38,217 000 as
of December 31, 1992, This estimate, which is subject 10
ongoing review and revision, is recorded on our consolidated
halance sheet as a power contract liability and an offsetting
power contract deferred debit. These costs related 10 Yankee
Atomie will continae 1o be voellected from our costomers
through revenues in accordance with the 1992 Retail Seitle-
ment Agreement

Our New Boston generation station has the ability to burn
natural gas, oil or both. As part of an agreement with the
Commonwealth of Massachusetts Department of Environ-
menial Protection and other interested partics, we began
operating that station in April 1992 utilizing natural gas as
tuel tor a mimmum of nine months per vear and, beginning
i April 1995 we will aperate the station fucled exclasively
b} nataral gas, except in cerlain emergency circamstances.
Arrangements have beon made for a nine-month supply of
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11% equity ownership interest in two companies who own these transmission facilities, which is included in our consolidated
financial statements. All equity participants are required to guaramee, in addition to their own share, the total obligations of
those participants who do not meet certain credit criteria and are compensated accordingly. At December 31, 1992, our por-
tion of these guarantees was approximateiv §24,000,000.

6. Yankee Atomic Flectric Company
Om February 26, 1992, the Board of Directors of Yankee Atomic Electric Company (Yankee Atomic) decided to permanently
discontinue power operation of the Yankee Atomic nuclear generating station and., in time, decommission that facility,. We
redied on Yankee Atomic for less than one percent of our system capacity. Our 9.5% stock investment in Yankee At aic s val-
ued at appmximnei_\" £2.000,000

On June 1, 1992, Yankee Atomic filed a request with federal regulators for approval of an amendment 1o the power con-
tracts with umit owners, which provides for continued collection of Yankee Atomic s investment and decommissioning costs
through July 2000, the period of the plant's operating hicense, and 10 adjust contract rates based on Yankee Atomic’s revised
decommissioning and operating and maintenance costs estimates.

The estimate of our share of Yankee Atomic's cost of & ommissioning the plam, is appr(mnmcl_\ $38,217,000 as of
December 31, 1992 This estimate, which is subject 10 ongoing review and revision, is recorded on our consalidated balance
sheet as a power contract liabilits and an offsctting power contract deferred debit. These costs e ed 10 Yankee Atomic will
continge to be collected trom our customers through revenues in accordance with the 1992 Retail Settlement Agreement.

On March 8, 1991, we were named in a fawsuit brought in the United States District Court for the District of Massachusetts
alleging discriminatory emplovment practices under the Age Discrimination in Emplovment Act of 1967 concerning forty-six
emplovees affected by our 1988 reduction in force. Legal counsel is currently analyzing the allegations made in these actions
and intends to defend us vigoroush. Based on the information presently available, we do not behese the lawsait will have a
material negative impact on our financial ¢ ton.

Nate E Pensions, Other Postretirement and Postemployvment Benefits

We have a noncontributory funded retirement plan, with certain features that allow voluntary contributions. Beuefits are
based upon an emplovec’s years of service and compensation during the Jast years of employment. Our funding policy is to
contribute annually an amount which at least equals the minimum amount required by the government’s funding standards, but
does not exceed the amount which we <an deduct for federal income tax purposes. Plan assets are primarily equities, bonds,
insurance contracts and real estate.

The components of our net pension cost for 1992, 1991 and 1990 were as follows;

{in thousands) 1997 1991 1990
Current service cost - benefits carned during the period C10,683 $ B.567 5 6,686
Interest cost on projected benefin obligation 32,287 29 817 31,627
Actual return on plan assets (23.281) 60,873) (9.464)
Net amortization and deferral (13,549 26 811 (26,269)

Net pension cost S & j40 e § 4,322 $ 2580

(@) In 1992 and 1991, in accordance with generally acvepted accounting principles applicable 1o rate regulated companics in our state, we
deferred ow net pension costs. Consistent with the 1992 Retail Settlement Agreement swe are atlow ed 1o continue deferring these costs
and we are assured recovery from customers over time
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The following 1able scts forth the plan’s funded status at December 31, 1992 and 1991

{ia thousands) 1992 199
Actuarial present value of benefit obligations: »
Accumulated benefit obl%amm. inciuding vested benetits of $322 836 and $314 666 i3 Wﬂ $331 ,922
Plan asscts at fair saloe §392 307 $402 977
Projected ahlggauun for service rendered to date (#1831 (409 265
Projected benefit obligation in excess of plan assets {25,905 {6,288)
Unrecognized prior service cost B.R17 9,495
Unrecognized net gain 681 (21,899)
Unrecogmzed net obligation 10,866 1 I..S(_i)
Accrued pension cost included in accounts pavable at December 31 $(13.032) 5 (6,892)

The weighted average discount rates we used 10 measure our projected benefit obligation for 1992 and 1991 were
8.25%. Our expected weighted average long-term rates of return on plan assets for 1992 and 1991 was 10.0%. Our rate of
compensation increase for 1992 and 1991 was 4, 5%

In addition to pension benefits, we also provide certain health care and life insurance benefits 1o our retired emplovees.
The cost of providing those benefits net of emplovee contributions was approximately $8,300,000 in 1992, §7, 700,000 in
1991 and §6,800,000 in 1990. We capitalized approximately 23% of these costs, We currently record health care benefits
and Jeath benefits as claims are paid.

We will implement SFAS No. 106 - “Accounting for Postretirement Benefits Other than Pensions™ in the first guarter of
1993, We are currently studying our implementation options. Our total transition liability is estimated 1o be approximately
$200.000,000. Under the twenty -vear amortization option, the expected additional annual cost would be $20.000,000. In
accordance with the 1992 Retail Settlement Agreement, we will phase in postretirement emplovec henefit costs up 1o the tax
deductible funding amount over five vears, resulting in expenses of $3,000,000, $6,000,000 and §9,000,000 in the three set
tlement vears. In early 1993 the FASB's Emerging lssues Task Foree (EITF) issued acoounting guidelines for postretirement
benefit costs by regulated companies. These guidelines allow deferral of such additional costs only if regulators authorize spe-
cific deferral and recovery periods for postretirement benedit costs not carrently received m rates. Our regulators have not had
the opportunity 10 review these guidelines and we are unable to determine how they will respond to them, If curremt regulato-
ry treatment is insufficicat to meet the FITF requirements and we are unable to obtain sufficient modification, we might be
required to expense a portion of the additional cost.

In November 1992 the FASE issued SFAS No. 112 - "Emplovers’ Accounting lor Postemplovment Benefits” which
becomes effective in 1994 SFAS No. 112 requires use of an actuarial basis for computing the hability for benefits (other than
pensions and postemplovment benefits) for former or inactive employees, their beneficiaries and covered dependents. We are
currently recogmizing these benefits primarily as claims are paid. We have not fullv determined the means of collecting these
expenses or of implementing this accounting pronouncement (preliminary estimates are in the process of being prepared by
our actuaries). The adoption of this pronouncement is tot expected 1o impact our cash flows in the near futare.
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Note G, Long-Term Power Contracts
1. Long-Term Contracts for the Purchase of Hlectricity
Wi have certain long term contracts for purchasing clectric power. Under these contracts, we pay our share of the operating costs

tincluding depreciation and a return an capital) through the contract expiration date. We included the total annual costs under
these contracts with our purchased power expense in the consolidated statoments of income. These contracts are as follows:

proportionate share (in thousands)
Units of 1992 1992 Intorest Deln
Contract Capacity Minimum Portion of Ontstanding
E xpiration Purchased'® Db Minimum Through Cont,
Generating Unit Diate Ty MW Service  Debt Service Exp. Date
Canal Unit #1 2001 25.0 142 $ 1,025 s 354 $ 2,307
Connecticet Yankee Atomic 2007 95 56 2.769 1,898 17,500
Mass. Bay Transportation

Authority Gas Turbine 2005 100.0 35 (b () ih)
Ocean State Power - Unit #1 2010 235 65 5.593 4 241 24 243
Ocean State Power - Unn #2 211 23.5 65 4500 3,481 19,757
Nentheast Energy Associates i«) {©) 219 i i) ()
Total $13 896 £9 964 $63. 807

far The Northeast £ 070 Assocites contract represents 6.« % of our total system gencration capability. The remaining units listed above

A woute 10, 25

ih \ffr:i required to pay the greater of $22.00 por kilowan-year or 90% of the New Eogland Power FPool (NEPOOIL) clpnhiﬁt) Tespon-
sibifity adjustment charge up to 563 00 per kilowatt year times the gualified capacity (currently rated at 33.6MW) plus incremental
operating, maintenance and fucl costs. The total charges for this contract in 1992 were approximately §1,993,000.

iy We purchase approximately 75.5% of the energy output of this unit under two comracts.  One contract represents 135MW and
expires in the voar 2015, The other contract is for B4MW and expures i 2010, 'We pay for this encrgy based upon a price per KkWh
recerved. The wotal charges for these contracts in 1992 were $113,292 000

Our 1otal costs for these contracts in 1992, 1997 and 290 were $217, 178,000, 8153 ,5377,000 and $93,707,000,
respectively

The aggregate principal amounts of sur future unconditional purchase ohligations due m the period 1993 through 1997
and 1998 and thereafter are $79,087 000, §74,758 000, $R0,425 000, $80,509,000, $73,525 000 and $800,303,000,
respectively. The aggregate present value of these obligations is $599,512 000.

2. Long-Term Power Sales
We scll a portion of the output trom Pilgrim Nuclear Power Station 10 other utilities under long term contracts for the sale of
clectric power. The contracts are as follows:

Year of Units of

Contract Capacity Sald

Contract Expiration Yo MW
Commonwealth Electric Campany 2012 110 7.7
Montaup Blectric Company 2012 11.0 73.7
Various municipalities 20001 3.7 250

Total 357 172.4

(@) Subjoct to certain adjustments,

Under these contracts, the participating utilities bear ther proportional share of the costs of operating Pilgrim Nuclear
Power Station and associated transmission facilities. including operation and maintenance expenses, insurance, local tanes,
depreciation, decommi<sioning and a veturn on the capital invested.
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Note H. Estimated buture Costs of Disposing of Spent Nuclear Fuel and Retiring Nuclear Generating Flants

We have expar-ded our spent nuclear fuel storage facility at Pilgrim Station 1o nclude sufficient room lor spemt nuclear fuel
through approximately the year 1995, However, under the Nudear Waste Policy Act of 1982, the United States Department
of Encrgy (DOE) is responsible for the altimate disposal of spent nuclear tuel. We are unable 1o predict how and when the
DOFE will eventually construct a repository facility and what wiil be the eflect upon us if DOE should fail 10 meet it
responsibility in a timely fashion.

We presently dispose of low-Jevel radivactive waste (LIW) generated at Pilgrim Station through arrangements with
licensed disposal facilitics located in Barnwell, South Carolina. As a result of developments which have occurred pursuam to
the Low -Level Radicactive Waste Policy Amendments Act of 1985, our continued access 1o such disposal facilities has beeome
severcly limited and significantly increased in cost. We have made arrangements for access 1o the Barnwell site through Jub
1994, We do not presently believe, however, that disposal site access will be provided after that date. Although legislation has
been enacted in Massachusctts establishing a regulatory method for managing the Commonwealth's LLW including the possible
siting, licensing and construction of a LIW disposal facility within the Commaonwealth, it appears unlikely that such a facility
will be constructed in a timely manner. Pending the construction of a disposal facility within the Commonwealth or the
adoption by the Commanwealth of some other LIW management method, we continue to monitor the situation and are
investigating other options which are available 1o us, including the aption of on-site storage.

Wi are receiving funds from customers each vear to cover our cost of decommissioning (i.¢., retiring) Pilgrom Station at the
end of its uschul life. The charges to our retail customers ave based upon a 1991 estimate of $328,000,000 1o decommission the
plant as approved by state regulators as part of the 1992 Retail Settlement Agreement. We also collect & provisinn for the cost of
decommissioning Pilgrim Station from other utility companies and municipalitios who have contracts with us to purchase a portion
of the clectricity generated by the unit over s lifetime. The funds collected for decommissionimg are restricted in their use.

We are also an investor in twe other domestic nuclear units (including the permanently dosed Yankee Atomic nuclear
unit). Both of these units receve through the rates charged 1o their customers an amount 1o cover the estimated cost 1o dispose
of their spent nuclear fuel and to retire the units at the end of their usetul lives,

Note L Cancelled Nodlear Unit

In May 1982 we began to expense the cost of our cancelled Pilgrim 2 nuclear unit over approximately eleven and one-half years
m accordance with an order received from state regulators. We will not expense any costs associated with the cancelled
Pilgrim 2 nuclear umt in 1993, The remaming balance of §19,067,000 at Deceomber 31, 1992 will instead be expensed in
1993 and/or 1995 m accordance with the terms in the 1992 Raail Settlersent Agreement.

Note | Pilgrim Mation Incestive Bonus and Deferral of Edgar Encrgy Park Project

In the fourth quarter of 1992 we rocorded approxic Iy 8,200,000 in incentive revenues based upon Pilgrim Station's perfarmance
and a eoe-time charge 1w expense of $8,000,000 repres mting the writedown of our investment in the Edgar Energy Park project.
This project has been deferred indefinitely since additional generating capacity is not expected 10 be needed for several years,

Note K. Fair \alue of Finascial Instruments

The following methods and assumptions were used 10 estimate the fair value of cach class of financial instruments (including
liabilities) for which 1t is practicable 1o estimate the valoe:

Nuclear Decommissioning Fund

The fair valoe of securitics held in this fund are approximately $53,729,000.

Cash and cash equivalents

The carrying amoant of §3,947 000 approximates fair value.

Mandatory Redeemable Cumulative Preferred Stock, First Mortgage Bonds, Sewage Facility Revenue Bonds,
Debentures and Unsecured Medium-Term Notes

The far values of these securities at December 31, 1992 fram investor's standpoint are based upon the quoted market prices of
similar issues or on current rates offered 1o us for the same remaining maturities,

Carrving Fair
{in thousands ) Amount Yalue
Mandatory redeemable comulative preferred stock $ 98,000 $ 100,100
Farst mortgage bonds 638,625 662 803
Sewage facility revenue bonds 36,300 37,595
Debentores 385,000 416,594
Unseoured medium-term notes 50,000 53,550

i o
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Report of Independent Accountants

To the Stockholders and Dhirectors of Boston Edison Company

We have andited the accompanying consolidated balance sheets of Boston Edison Company and subsidhary (the Company) as of
December 31, 1992 and 1991 and the related consolidated statements of income, retained carnings and cash llows for cach of
the three vears in the period ended December 31, 1 992 These finanoial statements are the responsibility of the Company 5
management. Our responsibility is 1o express an opimion on these financial statements based on our audits

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan
and perform the audit 1o obtain reasonable assurance about whether the financial statements are froe of material misstatement
An audit includes examining, on s test basis, ey idence supporting the amounts and disclosures in the financial stetements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluat
ing the overall financial statement presentation We believe that our audits provide a reasonable basis for our opinion

In our vpinion, the consolidated finan ial statements referved to above prosent fairly, in all material respects, the financial
position of the Company as of December 31, 1992 and 1991, and the consolidated results of ns operations and its cash flows
for each of the three years in the period ended December 31, 1992, in cantormity with generathy accepted accounting princi-
ples.

Ax discussed in Note A of “Notes to Comsolidated Financial Statements™, in 1990 the ( ompany < hangrti to the unhbilled
methad of recognizing revenues

¢
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Bostan, Massachusetts

]anu.u-\ 26, 19893
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Quarterhy Financial D:ta

Operating Operating Net Available for Per Share of ,
Revenues Incme Income Common Stock Common Stock
1992
First Quarter $ 343505 $ 41.930 $13.816 § 95353 5 023
Second Quarter 300,566 32,629 4953 B52 0.02
Third Quarter 408,255 100,890 73,698 69,593 1.60
Fourth Quarter 359,427 45 451 14,831 10,750 0.24
1991
First Quarter § 318,247 5 35,214 § 8,491 § 4078 s 0.10
Second Quarter 293 947 32,213 4618 205 001
Third Quarter 402,830 97,697 68,780 64,367 1.64
Fourth Quarter 339477 40,737 12,781 5. 309 021

{2) Based upon the weighted average number of common shares outstanding during the quarter.

Our electricity sales and revenues are scasonal in nature, with both being lower in the spring and fall seasons. In addition,
under order of state regulators, the non-fuel related rates billed to retail customers, are, on average, forty percent higher in
the billing months of July through October when demand is usually higher. Accordingly, a significant portion of annual earn-
ngs occurs in the third quarter. As part of the 1992 Retail Settlement Agreement certain billing changes have been made
which may result in a slight increase in future sccond quarter net income with a corresponding decrease in future fourth quar-

ter net income.

Quarrerly Stock Data

a)

Following are the reported high and Jow sales prices of our common stock on the New York Stock Exchange Consolidated
Tape for each of the quarters of 1992 and 199] and the dividends declared per share during cach of those quarters:
1992 1991
'\ Hljh Low Dividends Low Dividends
| First Quarter 524 5/8 $221/8 $0.410 $201/2 $181/4 50.395
: Second Quarter 2 223/8 0.410 205/8 19178 0.395
? Third Quarter 267/8 247/8 0.410 21374 181/2 0.395
: Fourth Quarter 2% 1/4 24 3/4 0.425 247/8 21174 0.410

| Certain reclassifications have been made 1o the data reparted in prior years 10 conform to the method of presentation used in
1992,




|90 1991 1990 1989 1958
CWM\ MW
New Boston Station 760 760 760 Tl 7ol
Pilgrim Station &0 670 670 670 670
M}‘sﬂr Station ].00% 1,015 1.014 1,018 1,027
I. Sreet Mation 22 22 22 22 22
WE Wyman Unit 4 36 36 36 36 36
Jet turbines 58 259 259 251 249
Total X 752 2,762 2,761 2,757 2,764
Contract purchases 1455 1.293% 924 1,102 1,301
Contract sales { $04) (293) (173) a7 (173)
Net capability at vear end 3 66 3,762 3,512 1,688 3,892
Net tlp«ﬂ\lhl_\ at peak- MW 15N 3.695 3,505 3,483 3,200
Capability responsibility
to NEPOOL at pt'ak MW 3396 3,311 5,393 3,443 3,253
Edison territory:
Hourly peak-MW 2,652 2,548 2.626 2,626
Load factor 62 .0 60 0% 62.2% 61 4% 60 5%
Generating station economy: (BTU/net kWh) 10,244 10,331 10,403 10,309 10,050
Average cost of fuel (Company)- ¢ per million BTU:
Fossil 4669 240.1R 255.51 254 56 226 .91
Nuclear W b 56.18 59,05 56.79
Composite bt 93 180 .49 191 48 223,86
Capability (net kW)
Fossil 2 8§1% 81% 824 B3%
Nuclear 19 19%: 19% 18% 17%
Generation (system kWh cxc-ludmg interchange ):
Fossil 69 0% T2% 87% 90
Nuclear i1 30% 28% 13% 10%
Utility plant ($ in 000'%).
Expenditures 213,621 202,589 240,902 234 253 244 807
Retirements 34 36 30,333 27,180 14,042 12,007
Accumulated depreciation } 177,794 1,097,991 1,015,371 950,298 862 297
Depreciable plant 3 584 1080 3,488,269 3,277,616 3,130,031 2,910,390
Number of emplovees at vear-end 3. 540 4 637 4738 4 686 4.559

Certain recaloulations have been made to the data reported in prior vears to conform 1o the method of presentarion used in 1992,




1992 1999 1990 1989 1988

Electric energy: (kWh in thousands)

Sources (system output): =
Generated H1,079 824 1,602.110 12,744 238 11,679,060 R.653.274
Purchased 5,449 71725 4,651,101 5,305,491 4 177,079 4.474.7%
New Eng!and Power Pool 932,121 1,274 522 1,065,731 1,170,847 1,955,754

Total 18,061 170 16,527,733 17,115,460 17,026,986 15,083,754
ﬁnpusitiuw
Retail sales:
Commeroal M2 S8 7,132,179 7,183,347 7,095,297 7,004 452
Residential 3,424 27 3,382 306 3,430,720 3,413,801 3,430.611
Industrial 678,24 1,684 864 1,750,325 1,845 441 1,839 363
\lrt-ctlightmg 03 130,823 132,016 132,79 131,549
Railroads 943K 148 717 143,197 126,971 90,697
Toral retail 12,597 o)) 12,478 B89 12,639,605 12,614,301 12,496,672
Sales for resale - rotal requirements 130,77 3 333,025 336,343 $32 800 331,918
Tt'!'l'ilnr_\ total 2. 928,320 12.811,914 12,975,948 12,947,101 12 828 590
Sales for resale - partial requirements 4 084 393 2,579 854 31,222 936 2896120 1,122,289
Total - system 7012 91 15,391,768 16,198 884 15,843 221 13.950.87%
Miscellancous usage | 048 257 1,135,965 916,576 1,183,765 1,132,875
Total 18,061,170 16,527,733 17,115 460 17,026,986 15,083,754
Kilowatchours - annual growth percent:
Retail sales:
Commercial (0.7)% 1.2% 1.3% 3 8%
Residential (1.4) 0.5 0.5 76
Industrial )4 (3.7} {5.2) 0.3 QD7
Mn-ulighting (0.9 (0.6 09 (0.8)
Railroads K 3.9 12.8 400
TFotal revail {} {1.%) 0.2 09 45
Sales for resale - total requirements (8. (1.0 1.1 0.3 5.3
Territory 1otal 0.4 (1.3) 0.2 0ne 4.8
Sales for resale - partial requirements 1.3 (20.0) 11.3 1581 30.4
Total - svstem #.3 (5.04% 2.2% 13.6% 6.5%
Tosal elecric operating revenues by class:
Commercial 47 470 46" 45%, 47%
Residential ' 26% 27% 26% 28%
Industrial ) 10% 1004 10% 1%
Sales for resal i3 2% 3% 15% 11%
Other 4 5% 4% 41y Eaa
FElectric sales statistios:
Residential averages:
Annual kWh use &, 1401 6,053 6,150 6,160 6,270
Revenue per kWh 1690 10 60k 10.09¢ 10.15¢ 5 91¢
Annual bill SHARS 0 8641 .62 $620 54 8625 24 $621.56
Average number of customers b6, 2135 642 967 642 (4] 637,871 629 659

Certain reclassifications and recalenlations have been made 10 the data reported in prior years te conlorm to the method of pre-

sentation used in 1992
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pos 1991 1990 1989 1988
Operating revenues (000) $1.411,958 $1.354 50 51,314,440 $1,339 9% 51,230,384
Balance for common (000) L90, 748 £77,059 $77.788 5(33,78K) £70,071
Per common share:
Earnings (loss) $2.30 51,96 s2.01® sc0.88)M 51,86
Dividends declared $1.655 $1.595 $1.535 51.745 $1.82
Dividends paid 51,64 §1.58 §1.52 $1.82 $1.82
Book value $18.71 $17.90 £17.20 16,71 £19.36
Cash flow §5.56 £5 64 56.86 $5.10 $4.55
Pavout ratio 78" 8144 764 _tdy 98%
Return on average commeon equity 11. & 11.3% 11.8% (4. 6)% 9 6%
Year-end dividend vield & 6.6% 7.9% 7.6% 11.0%
Fixed charge coverage (SEC) 1.94x 1. 86x I3 0.52x 2 08x
Clpllahlztiun:
hmg-u-rm debt 31 549 55% 52% 50%
Preferred and prefercuce equity EE e 11% 12% 12%
Common equity 3Ye 36% 349 36Y%e 8%
Long-term debt (000, $1,081 073 £1,136.765 $1.074 025 $948 K39 $966. 534
Mandatory redeemable preferred/
prefevence stocks (000) SR (00 £ 100,000 £ 100,000 £ 100,060 100,000
Total assets (GO0) £3,.269.9310 §3,120,549 $3.014, 169 $2.878.271 12 817,050
Internal generation after
dividends (000 3 206,731 $191,016 187,954 $147 449 £104,241
Plant and nuclear fuel
expenditures (000) 5 230,802 £214 213 $£255,784 $235 946 $245,103
Internal generation ) S0 89l% 73% 62% 43%
Common stockholders at year-end 44 03 44 687 45 826 49,149 49 976
Common shares outstanding:
Weighted average 43 144,953 39,347 824 38,778,901 38,245 6448 17,683,515
Year end 44 T63.055 42,047,356 38,998 531 38,526,085 37,893,791
Stock price - High 28 1/4 24778 201/4 21/8 18 3/4
- Low 22§ /8 iBl1/4 16172 15 3/8 12172
- Year-end ¥71/2 24 3/4 20 20 16172
Year-end market valoe (000, £1,230 984 $1.040.672 $779.971 $764 913 $625,248
Trading volumi 26 460, 900 17,464 300 19,652,300 29 938,900 46,517,500
Market hook (vear-end) 1.47x 1.38x 1.16x 1.20x B5x
Price /carnings ratio (year end) 13.3 12.6 10.0 id) L)

() Includes $0.41 per common share from an accounting change
(b Includes 82,78 por cammon share koss applicable 1o rate and contract settlements,
i) Exclndes ¢fect of rate and contract settiements,
(dy Not calealated based upon a loss per common share, A payout ratio of 96% and a price /carnings vatio of 10.5 were caloulaed based
upon 31,90 operating carnings per common share. excluding the $2.78 per common share loss due 1o rate and contract settlements.

Certain reclassifications have been made 10 the data reported in prior years to conform to the method of presentation used in

1992,
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Boston Edison Company ("the Company”") is an investor-owned regulated
public utility engaged in the energy and energy services business, which
includes the generation, purc.:se, transmission, distribution and sale of
electric energy and the develc nent and implementation of demand side
management ("DSM") programs. It was incorporated in 1886 under the laws of
The Commonwealth of Massachusetts. Its principal executive offices are
located at 800 Boylston Street, Boston, Massachusetts 02199, and its main
telephone number is (617) 424-2000.
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In February 1993 the Company filed a petition with the Massachusetts
Department of Public Utilities (the "DPU") seeking approval of a proposed
unregulated subsidiary which will invest up to $45,000,000 over the next
several years in business opportunities related to the Company’s core
businesses.

Item 1 (b): FINANCIAL INFORMATION ABOUT INDUSTRY SEGMINTS

The Company operates solely in the electric utility business. On
September 26, 1991, the DPU approved Harbor Electric Energy Company’s ("HEEC")
financing plan and certain agreements necessary for HEEC's ongoing operations.
This subsidiary of the Company was established to provide distribution of
electricity to the Massachusetts Water Resource Authority.

m :  NARRATIV F
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The Company supplies electricity at retail to an area of approximately
590 square miles within 30 miles of Boston, Massachusetts, encompassing the
City of Boston and 39 surrounding cities and towns. The population of the
territory served with electricity at retail is approximately 1,500,000. At
December 31, 1992, the Company served approximately 646,000 customers. The
Company also supplies electricity at wholesale for resale to other utilities
and municipal electric departments. For information relating to the principal
classes of services from which the Company derives its electric revenues, see
selected conselidated sales statistics contained on page 46 of the Annual
Report to Shareholders for the year ended December 31, 1992, incorporated
herein by reference.

ii): EXPECT T_EXP TURES A AT

For certain information concerning the Company’'s expected plant



expenditures and related financing, see Management’s Discussion and Analysis
contained on Pages 20 through 25 of the Annual Report to Shareholders for the
year ended December 31, 1992, incorporated herein by reference.

Plant Expenditures. The Company’s most recent estimated plant expenditures,
which are subject to continuing review and adjustment, sinking fund
requirements and long-term debt maturities (as adjusted for all new financings
in $ar1y 1993) for the periods 1993 through 1997 are shown in the following
table.

($ in 000’s in table and notes to table)
1993 1994 1995 1996 @ 1997

Plant Expenditures(l) $250,000 $195,000 $200,000 $205,000 $210,000
(AFUDC) (2) 9,000 9,000 7,000 6,000 7,000
Debenture maturity - - 100,000 100,000 100,000
Medium-Term Note

Maturity - 50,000 - - -
Sewage Facility Revenue

Bonds (3) - - 600 1,600 1,600
Mandatory Sinking -

Fund - 7.27% Preferred

Stock 2,000 2,000 2,000 2,000

(1) Excludes estimated nuclear fuel for the period 1993 through 1997 of
$4,000, $23,000, $13,000, $24,000 and $12,000, respectively and
capitalized demand side management ("DSM") programs.

(2) Excludes estimated Allowance for Funds used During Construction ("AFUDC")
on nuclear fuel of $1,000 per year for the period 1993 through 1997. The
assumed AFUDC accrual rate varies from 5.0% to 7.5%

(3) See also Note D(6) of "Notes to Consolidated Financial Statements"
contained on page 37 of the Annual Report to Shareholders for the year
ended December 31, 1992, incorporated herein by reference.

Funds generated internally represented approximately 90%, 89% and 73% of
plant expenditures in 1992, 1991 and 1990, respectively. Plant expenditures
associated with work at Pilgrim Nuclear Power Station ("Pilgrim Station")
approximated $34,000,000 in 1992, $45,000,000 in 1991 and $32,000,000 in 1990.
The remaining plant expenditures of approximately $197,000,000 in 1992 were
primarily related to improvements in the Company’s transmission and
distribution systems and fossil units. It is expected that a portion of
future plant expenditures will be funded internally.

nd Si nagement Program itures. The Company plans to spend
significant amounts as part of its energy conservation plan in its retail
service area. In 1992, the Company spent about $51,000,000 in DSM programs
(of which approximately $25,000,000 was related to the 1989 Retail Settlement
Agreement). In December 1992 the DPU approved a DSM settlement agreement.
This agreement establishes annual DSM spending levels of approximately
$50,000,000 through 1994 with approximately 70% of these costs collected from



customers over a six-year period and the remainder collected primarily in the
year spent. The Company will also collect a return on the deferred costs, as
well as incentives and recovery of certain lost revenues based on the actual
electricity saved by ratepayers from these DSM programs. See also "Rate
Proceedings, Pilgrim Nuclear Power Station, and Outlook for Future® hereunder.

Liguidity and Working Capital Reguirements. Financing. The Company’s estimate
of working capital needs for calendar years 1993 and 1994 is expected to be
consistent with historical levels, excluding the effect of cash outlays
associated with the 1989 Retail and Wholesale Settlement Agreements.

The Company meets working capital requirements, as well as the interim
financing needs to cover its current program of plant expenditures, primarily
with internally generated funds, supplemented by the issuance of short-term
commercial paper and bank borrowings. The Company currently has short-term
borrowing authority from the Federal Energy Regulatory Commission (the "FERC")
of $350,000,000 which the Company believes is adequate to cover its working
capital and other liquidity requirements. The Company has available a
$200,000,000 revolving credit facility. As of March 1, 1993, the Company had
not incurred any short-term debt under this agreement. The Company also has
arrangements with certain banks to provide additional short-term credit on an
uncommitted and as available basis. As of December 31, 1992, the Company had
$275,500,000 of short-term debt outstanding (which excludes $6,800,000 of
Tong-term debt due within one year).

In June 1992 the Company retired $15,000,000 of 4.25% Series H first
mortgage bonds which matured and also issued $40,000,000 of 8.25% cumulative
non-mandatory redeemable preferred stock. The proceeds from this preferred
stock issuance were used to retire all of the Company’s outstanding 2,675,000
shares of §1.456 series preference stock. In the third guarter of 1992 the
Company issued 2,300,000 shares of $1.00 per share par value common stock at
$26 1/8 per common share and $60,000,000 of 8 1/4% debentures due September
15, 2022. The proceeds from these two issuances were used to reduce short-
term debt. In September 1992 the Company retired $50,000,000 of 9.65% medium-
term notes at par with accrued interest. The Company purchased at a discount
on the open market 20,000 shares of its cumulative preferred stock, 7.27%
Series, in the third quarter of 1992. This purchase satisfies the mandatory
sinking fund requirement for May 1993. In October 1992 the Company redeemed
the remaining $45,000,000 of outstanding 11% first mortgage bonds, Series X,
due September 15, 2017, at a redemption price of 107.59% with accrued interest
to the redemption date.

In early 1993 the DPU approved a financing plan which will allow the
Company to issue up to $1,100,000,000 in securities over the next two years
and to use the proceeds of these issuances mostly to refinance outstanding
long-term securities and for the payment of capital expencitures made for
extensions, additions and improvements to the Company’s plant investment or
for the refinancing of short-term debt. In February 1993 the Company sold
$65,000,000 of 6.80% debentures due in the year 2000. The Company used the
proceeds to retire short-term debt. In March 1993, the Company issued
$650,000,000 comprised of the following debentures: $100,000,000 5 1/8%, due
1996, $100,000,000 5.70%, due 1997, $100,000,000 5.95%, due 1998, $150,000,000
6.80%, due 2003, and $200,000,000 7.80%, due 2023. The net proceeds from this



issuance were used to pay the redemption price plus accrued interest of the
following series of the Company’s first mortgage bonds: $40,000,000 series J,
& 1/8% due 1997; $50,000,000 series K, 6 7/8% due 1998; $50,000,000 series L,
9% due 1999; $60,000,000 series M, 9 3/8% due 2000; $75,000,000 series N, 8
1/8% due 2001; $60,000,000 series P, 9 1/4% due 2007; $59,375,000 series Q 9
3/4% due 2003; $44,250,000 series R, 10.95% due 2004; and $135,000,000 series
W 9 1/2% due 2016; and short-term debt. The $25,000,000 series I, 4 3/4% due
1995 were called for redemption in February 1993 and will be retired on March
29, 1993. Substantially all of the Company’s property, plant, and equipment
and materials are subject to lien under the terms of the Company’s Indenture
of Trust and First Mortgage dated December 1, 1940, and its supplements.
However, under the terms of this indeniure currently, only the outstanding
series S and series U First Mortgage Bods totalling $40,000,000 are subject
to the terms of this indenture.

On March 25, 1993, the Company gave notice of a call for redemption on
May 1, 1993 of all of its outstanding 400,000 shares 8.88% cumulative
preferred stock, totalling $40,000,000, at a redemption price of $102 per
share.

The Company’s 1992 year-end capitalization ratios were 51% long-term
debt, 10% preferred stock and 39% common equity as compared to 1991 year-end
capitalization ratios of 54% long-term debt, 10% preferred/preference stock
and 36% common equity as compared to 1990 year-end levels of 55% long-term
debt, 11% preferred/preference stock and 34% common equity.

Rate Froceedings. Pilgrim Nuclear Power St:ition and Catlook for Future

On October 30, 1992, the DPU approved a settlement agreement (“"the 1992
Retail Settlement Agreement") relating to the request the Company filed on
April 15, 1992 to increase its rates charged to retail customers. The
agreement covers the three years from November 1, 1992 through October 31,
1995. During the first year it provides the Company with additional revenues
from billings under the new performance adjustment rate established by the
1989 Retail Settlement Agreement. The Company will charge customers an
additional $42,000,000 in revenues for the first performance year subject to
adjustment based upon the performance of Pilgrim Station. This performance
adjustment was established in the 1989 Retail Settlement Agreement (discussed
below) and took effect November 1, 1992. The agreement also provides the
Company with a revenue increase of $29,000,000 in the second year, and an
additional $29,000,000 increase in the third year. The Company is also
limited to a rate of return on common equity of 11.75% in the calendar years
1993, 1994 and 1995, exclusive of any penalties or rewards resulting from any
performance incentive mechanisms.

The 1992 Retail Settlement Agreement allows the Company to add back inte
income in 1993 and 1994 up to a total of $30,000,000 of certain previously
recorded deferred income tax reserves if it would not otherwise achieve an
11.75% rate of return on common eguity in those years (exclusive of any
penalties or rewards from incentives). The agreement also provides for the
recovery of certain regulatory assets such as deferred nuclear outage-related
and other deferred costs and increases in nuclear decommissioning. Also, the
Company will not expense any remaining costs associated with the cancelled
Pilgrim 2 nuclear unit in 1993, but will instead expense them in 1994 and/or
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1995. Additionally, the agreement stipulates that no change will be made to
the retail rates during the settlement period due to the termination on
October 31, 1993 of a long-term purchased power contract (with annual charges
of approximately $60,000,000) or any potential replacement of that contract
with a new long-term purchased power contract. The Company also agreed to
continue its investment in DSM programs through 1994 and established a
procedure to collect the costs of these programs from customers.

On October 31, 1989, the DPU approved a settlement agreement effective
November 1, 1989 (“"the 1989 Retail Settlement Agreement"), relating to certain
proceedings in which it was involved. Under that agreement, the Company
agreed to limit retail revenue .~reases prior to November 1, 1992 to
approximately 2% per year, subje.* to adjustment based on the performance of
Pilgrim Station. In accordance with this settiement agreement, annual retail
revenues increased approximately $20,000,000, $22,500,000 and $25,000,000 on
November 1, 1989, 1990 and 1991, respectively, adjusted for the performance of
Pilgrim Station. In addition, the agreement allowed the Company to make
accounting adjustments by adding back into income certain deferred income tax
reserves up to $38,000,000 over the three years and certain municipal property
tax abatements. For further discussion of regulatory and other matters
concerning Pilgrim Station, please refer to Item 1{e) "Additional
Information™, subheading "Nuclear" hereunder.

A large portion of the Company’s kWh sales are in the commercial sector
as compared to the industrial sector. The New England area is currently
experiencing a sluggish economy. While the Company does not anticipate growth
in retail kWh sales, the Company experienced a 1.0% increase in retail kWh
sales over the same period in 1992.

On October 26, 1992, the Company entered into a long-term power supply
agreement with a wholesale customer, the Town of Wellesley, Massachusetts.
This agreement, which was approved in early 1993 by the FERC, settles all
outstanding cases with Wellesley, including the wholesale rate increase.
Pursuant to this agreement, the Company will make refunds to Wellesley, which
are fully provided for in the consolidated financial statements at December
31, 1992. The Company is continuing settlement discussions with another
wholesale customer. The Company may also experience reduced future growth in
base revenues as a result of implementation of DSM programs; see "Demand Side
Management Program Expenditures” preceding.

The Company will impiement Statement of Financial Accounting Standards
("SFAS") No. 106 - "Accounting for Postretirement Benefits Other than
Pensions” in the first quarter of 1993. This statement requires employers
such as the Company to establish a liability during the working years of
employees for the expected costs of providing postretirement benefits other
than pensions (PBOBSs) to these employees. The Company’s 1993 costs for PBOBs
under SFAS No. 106 are estima.ed to increase approximately $20,000,000 due to
the amortization over 20 years of approximately $200,000,000 for the
cumulative accrued cost from employee service prior to 1993. The 1992 Retail
Settlement Agreement provides for a phase in of the increased costs associated
with SFAS No. 106 over a five year period up to the tax deductible funding
amount, resulting in expenses of $3,000,000, $6,000,000 and $9,000,000 in the
three settlement years plus the amount of current retiree benefit payments.
The Company currently intends to deposit funds into external trusts on a tax




dedvzcible basis in 1993. These deposits and current retiree benefit payments
2.e expected to approximate the cost calculated in accordance with SFAS No.
106. The Retail Settlement Agreement provides for deferral of the funding
amounts that exceed the phased-in expense. The DPU has not specified a
recovery period for these deferred amounts as is required by criteria set by
the Financial Accounting Standards Board Emerging Issues Task Force in January
1993 in order to record a regulatory asset. The Company expects that the
recovery period ultimately allowed by the DPU will satisfy these criteria.

See also Item 2: "Property and Power Supply" subheading "Planned
Facilities" following, regarding Edgar Energy Park. See also Item 1(c)l(iii)
"Sources and Availability of Fuel Supply”, Item 1(c)l(xii) "Environmental
Matters" following, regarding an agrcement entered into by the Company with
the Department of Environmental Protection ("DEP") and the South Boston, MA
community to burn natural gas at certain of the Company’s generating stations
and Item 1{(a)2: "Description of Business Developments" for the Company’s
subsidiary filing with the DPU.

Item 1 (c¢) (1) (d4i): R ND A ¥ F ¥y

The Company's generation units, other than Pilgrim Station, are fueled by
01l and natural gas or both. Fossil fuel related expenses (excluding
purchased power) accounted for approximately 14%, 16% and 22%, respectively,
of the Company’s total electric operating expenses in each of the years ended
December 31, 1992, 1991, and 1990, respectively. The Company’s generation
{excluding purchased power) by type of fuel since 1988 and the cost of fuels
during that rerioc are set forth below:

Percentage of Company Average Cost in Cents per Million
—Generation by Source (%) BTU's on a Burned Basis (¢)
1992 1991 19% 1989 1988 1992 1991 1990 1989 1988
0i1 .... 33.7 42.8 33.6 53.7 89.8 240.46 260.01 275.72 267.08 228.53
Nuclear.. 40.6 32.3 33.1 14.6 -~ 52.18 56.18 59.05 56.79 -

Nat. Gas. 25.7 24.9 33.3 31.7 10.2 254.98 207.82 235.15 234.26 212.83

For information relating to alternative energy sources and the long-range
availability to the Company of purchased power alternatives from Canadian
energy resources and/or independent power producers, see Item 2 “"Property and
Power Supply”.

0il. The majority of the Company’s residual oil purchases consist of
imported oil acquired primarily from international suppliers. The Company has
contracts with major oil companies which can supply most of its estimated
requirements, assuming no major disruptions in the oil producing regions of
the world. Within contract provisions, the Company retains the ability to
purchase significant amounts of o0il or natural gas in the spot market when it
is economical to do so.

Natural Gas. The Company has the ability to burn natural gas, oil, or
both simultaneousiy (depending upon the amount of natural gas available and
the difference in price between natural gas and residual oil) at the New
Boston generation units and the Mystic Unit #7 generation unit. Most of the



natural gas is supplied to the units on an "interruptible” basis; such a
contract permits interruptions in deliveries by the supplier when natural gas
pipeline capacity is needed to refill storage facilities or serve other year-
round customers. Deliveries of natural gas to the Company’s generating units
from suppliers may also be dependent on the availability of pipeline capacity
to the New England region and/or on competitive forces prevailing in the
pipeline industry. The Company has committed to burn natural gas at its New
Boston generating station on a firm, year-round basis beginning in April 1995,
and is currently investigating natural gas availability and transportation
arrangements in order to meet this commitment. See also Item 1 (c¢) (1) (xii):
"Environmental Matters" following.

Purchased Power. See Item 2 "Property and Power Supply" for information
relative to the availability to the Company of purchased energy from other
utilities and/or the New England Power Pool ("NEPOOL"). Such sources supplied
27.7%, 30.6% and 16.3% of the Company’s total system kWh output in each of the
years ended December 31, 1992, 1991 and 1990, respectively. Unit output in
the region may be affected by the dispatching of participating units of the
regional power pool. See also Item 2 "Property and Power Supply" hereunder
for further Information on potential transmission line access issues facing
the New England region in the near future, Company planned future purchases of
power from cogenerators and/or independent power producers and the operation
on the regional power pool.

. The cycle of production and utilization of nuclear fuel
consists of (1) the mining and milling of uranium ore; (2) the conversion of
uranium concentrate to uranium hexafluoride; (3) the enrichment of the uranium
hexafluoride; (4) the fabrication of nuclear fuel assemblies; (5) the
utilization of the nuclear fuel in the generation station reactor; and (6) the
storage and reprocessing or disposal of spent nuclear fuel assemblies.

The Company’s contractual entitlements for supplies of uranium
concentrates are at the present time sufficient to permit operation of Pilgrim
Station through 1998. The Company has also entered into contracts for other
segments of the nuclear fuel supply cycle which will satisfy the requirements
of Pilgrim Station with respect to such segments through the approximate dates
as follows: conversion - 2000; enrichment - 2001; fabrication - 2012.

In accordance with the 1992 National Energy Policy Act all nuclear plant
owners are required to fund the cleanup of Department of Energy facilities
used for the process of enriching nuclear fuel based upon their percentage of
past usage of these facilities. The Company’s share of this cost is
approximately $22,223,000 (net present value). These costs will be collected
from ratepayers as they are paid over a fifteen-year period. There is no
earnings impact resulting from this transaction.

For information relating to the Company’s spent nuclear fuel storage
facilities and disposal of spent nuclear fuel and the impact on the Company of

the Nuclear Waste Policy Act of 1982, see Item 1 (c) (1) {(xii) “Environmental
Matters" hereunder.



Item 1 (c) (1) (iv): FRANCHISES

The Company by virtue of its charter, which is unlimited in time, has the
right to engage in the business of producing and selling electricity, steam
and other forms of energy, has powers incidental thereto and is entitled to
all the rights and privileges of and subject to the duties imposed upon
electric companies under the General Laws of Massachusetts. The locations in
public ways for the Company’s electric transmission and distribution lines are
obtained from municipal and other Commonwealth authorities which in granting
such locations act as agents of the Commonwealth. The action of such
authorities is in some cases subject to appeal to the DPU. These locations
are unlimited in time, but the rights ob sined therefor are not vested and are
subject to the action of such authorities =nd the legislature. See also Item
1{c)(1)(x) "Competitive Conditions" hereunder.

tem v}: ASONAL NAT

The number of kilowatthours of electricity sold by the Company in its
territory has historically been less in the spring and fall than during winter
and summer as sales vary somewhat with weather conditions. The Company’s
electric revenues and operating income are also dependent on a variety of
other factors, which are not necessarily seasonal, including contract sales of
system and unit power to other electric companies, changes in the Company’s
rates and charges, the extent and nature of transactions invelving NEPOOL, and
general economic conditions. The Company has been directed by the DPU to bill
a "summer surcharge" rate to retail residential customers with total electric
water and space heating requirements and ail commercial and indusirial
customers during the billing months of June through September, which is
usually when the Company has experienced its annual peak load. Accordingly, a
significant portion of annual earnings occurs in the Company’s third quarter.
As part of the 1932 Retail Settlement Agreement certain billing changes have
been made which may result in a slight increase in future second quarter net
income with a corresponding decrease in future fourth quarter net income. See
also Item 1{c)i(ii): "Expected Plant Expenditures and Related Financings"
subheading "Rate Proceedings, Pilgrim Nuclear Power Ctation, and Outlook for
Future". In addition, the DPU has directed that large commercial and
industrial customers be bilied throughcut the year pursuant to mandatory time-
of-use rates. A1l commercial and industrial customers with demands in excess
of 200 kW are transferred to time-of-use rates each year (an estimated 2,100
customers are on time-of-use rates as of the end of 1992). See Item 2
"Property and Power Supply" for information relative to the Company’s 1992-
1993 winter and 1992 summer peak loads. For further information on quarterly
results, see Selected Consolidated Financial Statistics - Supplementary
Financial Information, (Unaudited), 1992 and 1991, Quarterly Consolidated
Financial Data contained on page 44 of the Annual Report to Shareholders for
the year ended December 31, 1992, incorporated herein by reference.

Item 1 (c) (1) (vi): WORKING CAPITAL PRACTICES

The Company has no special practices with respect to working capital that
would be considered unusual for the electric utility industry. For
information relating to the operation of the Company’s retail fuel and
purchased power adjustment clause, see Note A.3 of Notes to Consolidated



Financial Statements contained on page 30 of the Annual Report to Shareholders
for the year ended December 31, 1992, incorporated herein by reference.

Item 1 (c) (1) (vii): CUSTOMERS

No material part of the business of the Company is dependent upon a
single customer.

Item 1 (c) (1) {viii): BACKLOG - Not Applicabl
Item 1 (c) (1) (ix): GOVERNMENT CONTRACTS

No material portion of the Coorany’s business is subject to renegotiation
or termination of contracts at the election of the U.S. Government.

Item 1 {c) (1) (x): COMPETITIVE CONDITIONS

Electric utilities face increasing competition with other energy suppliers
to meet the energy needs of their customers. One such area of competition is
in the area of generation and DSM. Federal law requires utilities to purchase
power from qualifying non-utility generators at prices set through a bidding
process supervised by the DPU. In addition, the DPU has created an Integrated
Resource Management ("IRM") process under which a utility must solicit
competitive bids from all potential providers, utility and non-utility alike,
for the provision of any new generation or DSM needed by the utility.

The Company also competes with otter electric utilitie: and non-utility
generators to sell electricity for resale. In 1992 approximately 13% of the
Company’s total revenues came from sales to wholesale customers. Most of this
power is sold under Pilgrim Station life-of-the-unit contracts, with the
remainder sold to municipalities for resale to their residents. During 1992
the Company made bids to three of its municipal customers. Two of these
municipal customers have now signed long term contracts with the Company, and
it is negotiating with the third. See Item l1(c){1)(ii): "Expected Plant
Expenditures and Related Financings" - subheading "Rate Proceedings, Pilgrim
Nuclear Power Station and Outlook for the Future". The Company has also made
bids to provide power to other municipalities that are not currently customers
of the Company.

Competition also exists for service to retail customers. Natural gas
suppliers can provide energy services to their customers for heating and
cooling purposes, and their customers can obtain energy through self-
generation or cogeneration, or in some cases through purchases from third
party providers, including electric utilities. One of the Company’s largest
retail customers, the Massachusetts Bzy Transportation Authority ("MBTA"), is
a public transit system that operates in the service territories of several
Massachusetts utilities and has in the past purchased power at retail from
such utilities. Pursuant to recent legislation which grants the MBTA the
authority to purchase power as if it were a utility, the MBTA recently
solicited bids from utilities throughout New England to serve all of its power
needs on a consolidated basis. Based on that solicitation, the MBTA has
executed a long-term agreement with the Company to supply the retail loads now
served by the Company as well as such loads which have been served up to now
by other Massachusetts utilities.
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However, the Company, like other Massachusetts electric companies,
currently is protected to the following extent against other utilities
offering service to retail customers in any of the municipalities comprising
the Company’s service area: first, another electric utility may not extend
its service area to include municipalities other than those named in its
agreement of association or charter without the authorization of the DPU
granted after notice and public hearing; second, another company may not
obtain an initial location for its lines in a municipality served by the
Company without the approval of the municipal authorities, subject to the
right of appeal to the DPU; and third, a municipality may not engage in the
electric utility business without complying with statutes which require (a) in
the case of a city, a two-thirds vote of its city council (or a vote of a
majority of the commissioners if the city government consists of a commission)
passed in each of two consecutive municipal years and thereafter ratified by a
majority of the voters at an annual or specific city election and (b) in the
case of a town, a two-thirds vote at each of two town meetings held at
intervals of not less than two nor more than thirteen months. Such statutes
also require the municipality, if the Company elects to sell, to purchase so
much of the Company’s property within the limits of such municipality as the
parties determine by agreement or, if the parties fail to agree, so much of
such property as the DPU determines and at prices fixed by the DPU. See also
Item 2(a) “"Property and Power Supply" (c) "Non-Utility Generators" and (3)
“NEPEX" hereunder.

m i): SEARCH ACTIVIT

The Company actively participates in several industry-sponsored research
activities; however, such amounts incurred for research and development
activities were not material to the financial statements which are part of the
Annual Report to Shareholders for the year ended December 31, 1992, and are
incorporated herein by reference.

tem ii): ENVIR NT 1T

The Company, like other electric utilities, is subject to local zoning
and similar controls and to developing standards administered by federal,
state and local authorities with respect to siting of facilities and air
quality, water guality, waste disposal and other environmental considerations.
Such standards and controls may require modification of existing facilities or
curtailment or cessation of operations at such facilities, may delay
construction of new facilities and increase capital and operating costs by
substantial amounts, and may in some cases, result in the administrative
imposition of monetary civil penalties. The Company believes that its
operating facilities are in substantial compliance with presently applicable
statutory and regulatory reguirements relating to such matters.

The Company estimates that its capital expenditures for environmental
purposes during the five years 1988 through 1992 totaled approximately
$118,000,000, and such capital expenditures for the period 1993 through 1997
are presently expected to be approximately $88,000,000, including
approximately $33,000,000 for the year 1993 and $17,000,000 for 1994.
Substantial additional expenditures may be required as a result of changes in
environmental requirements, or any decision to construct new facilities. See
also discussion of the Clean Air Act discussed further hereunder.
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The Company is subject to regulation by the Massachusetts Energy
Facilities Siting Board ("the EFSB"), which must approve plans by the Company
for the construction of certain new generation or transmission facilities
based upon findings that such facilities are consistent with Massachusetts
policies regarding public health, environmental protection, and resource use
and development. The EFSB is a successor agency to the Ener$y Facilities
Siting Council ("the EFSC") pursuant to reorganization legislation which
became effective in September 1992. Under that legislation facility approval
functions were transferred to the EFSB, while certain resource planning
functions formerly exercised by the EFSC were transferred to the DPU, where
they are now performed as a part of the IRM process which is described more
fully in Items 1(c)(1)(x): "“Competitive Conditions" and 1(e): "Additional
Information®, subheading "Rates, Accounting and Securities”. The Company’s
only proceedings tc date before the EFSB have concerned the Edgar Energy Park
Project, which is reported more fully in Item 2: "Property and Power Supply",
subheading “Planned Facilities and Future Generation”.

The Company is subject to regulation by the United States Environmental
Protection Agency ("EPA") and the DEP with respect to discharges of effluent
from the Company’s power plants into receiving waters. The Federal Clean
Water Act and the Massachusetts Clean Waters Act require dischargers to
receive permits, which are subject to renewal every five years, limiting
discharges in accordance with applicable effluent discharge limitations and
water guality standards. The Company has received discharge permits as
required by the EPA and the DEP for each of its electric generation plants.

Pursuant to Massachusetts and Federal clean air laws, the Company is
subject to regulation by the DEP and EPA relative to emissions from the
Company’s fossil-fired plants. Such regulations require the installation of
various emissions controls and, in certain cases, the utilization of low
sulfur content fuels.

The 1990 Clean Air Act Amendments will require a significant reduction in
nationwide emissions of sulfur dioxide from fossil fuel-fired generating
units. The reduction will be accomplished by issuing allowances to emit
sulfur dioxide, measured in tons per year, to each owner of a unit. The law
requires each unit owner to hold sufficient allowances each year to cover the
emissions of sulfur dioxide from the unit during that year. These allowances
may be bought and sold. Based upon the Company’s analysis of these
provisions, the Company believes that it has been issued emission allowances
that are in excess of its needs and which may be marketable. Any gain from
the sale of these may be subject to regulatory treatment.

There are also a number of other provisions of the 1990 Clean Air Act
Amendments that are of particular importance to electric utilities, including
provisions which will result in stringent limitations on emissions of nitrogen
oxides from existing generating units. Based on the Company’s current
understanding of these requirements, modifications are required prior to 1995
to certain of its fossil fuel-fired generating units. Depending upon the
outcome of certain air quality modeling studies, additional emission
reductions may also be required prior to 1999. The extent of any additional
reductions and the cost of an) further modifications is uncertain at this
time. The Company would seek regulatory approval to collect these costs from
ratepayers.



During 1991 the Company entered into a consent order with the DEP and
other interested parties to undertake certain improvements in the emission
control systems at the Company’s New Boston Station in South Boston, MA. The
anticipated cost of these capital improvements is included in estimated
capital expenditures for environmental purposes discussed previously. As part
of that consent order, the Company agreed to begin operating that station in
April 1992 utilizing natural gas as fuel for a minimum of nine months per
year, and beginning in April 1995, to operate the station fueled exclusively
by natural gas, except in certain emergency circumstances. Arrangements have
been made for a nine-month supply of natural gas tc the facility until April
1995 and the Company is in the process of n:gotiating with natural gas
suppliers and transporters concerning the ec~iomics and availability of
natural gas to New Boston Station on a year-round basis after April 1995. At
the present time year-round natural gas supplies are not available to New
Boston Station and, as a result, the outcome of the Company’s negotiations
with natural gas suppliers and transporters and the impact on the operation of
New Boston are uncertain. See also Item 1{(c) (1) (ii): "Sources and
Availability of Fuel Supply" subheading "Natural Gas", preceding.

In recent years a number of published reports have discussed the
possibility that adverse health effects may be caused by electromagnetic
fields ("EMF") associated with electric transmission and distribution
facilities and appliances and wiring in buildings and homes. On the basis of
scientific reviews conducted to date by several state and federal agencies,
the Company does not believe that EMF has been proven to cause such health
effects or that significant capital expenditures are appropriate in order to
minimize unsubstantiated risks from EMF. The Company supports further
research into the subject and is participating in the funding of industry
sponsored studies. The Company is aware that public concern regarding EMF in
some cases has resulted in litigation, in opposition to existing or proposed
facilities before regulatory bodies, or in requests for legislation or
regulatory standards concerning EMF levels. The Company has not been
materially affected to date by these developments, however, it continues to
closely monitor all aspects of the EMF issue.

The Company is subject to various federal, state and local laws and
regulations pertaining tt the handling and disposal of asbestos-containing
materials. At present, a program is being undertaken to systematically remove
all asbestos from the Company’s generating stations and underground
transmission and distribution system. The removal of this material will be
performed over an unspecified period and is subject to annual review and
authorization.

The Compauy is subject to various federal, state and local laws and
regulations pertaining to the generation, treatment, transport, storage and
disposal of certain hazardous substances and to the cleanup of locations where
such substances have either been spilled or disposed of. Under the
requirements of these laws and regulations, certain facilities which treat,
store or dispose of hazardous wastes must be licensed and the Company is
required to meet other applicable requirements regarding the generation and
handling of hazardous wastes at all of the Company’s facilities. Pursuant to
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such requirements, wastewater treatment ponds at the Company’s Mystic and New
Boston Stations have been closed and have been replaced by enclosed tanks
facilities that do not regquire licensing under those laws. In addition, the
Company has applied for licenses under those laws for the treatment and
storage of mixed wastes at Pilgrim Station. Such treatment and storage has
received interim status approval under those laws and regulations.

Under the requirements of federal and state "superfund iaws" and
applicable regulations adopted thereunder, the Company and others are exposed
to potential joint and several liability with respect to the cleanup of sites
where hazardous wastes may have been spilled or disposed of in the past. The
Company has had claims asserted agaiist it related to cleanup costs at
approximately a dozen such sites in I'assachusetts and other states. Such
sites include Company-owned facilities which have been the location of spills
or leakage and which the Company is in the process of cleaning up in the
ordinary course of business. Other such sites include disposal sites utilized
by numerous parties and involve complex litigation or negotiations among the
parties and with regulatory authorities concerning the scope and cost of
cleanup and the sharing of costs among the potentially responsible parties.

At several of the larger of such sites the estimated total cleanup costs for
the site is in the range of $50 to $100 million depending upon the cleanup
procedure ultimately selected. However, in each such case the Company is but
one of many parties. The Company’s alleged percentage share of waste
contributed to the site is in the range of 1% or less and the Company is an
active participant with other parties in negotiations with regulatory
authorities. While the Company is unable at this time to predict the ultimate
total cleanup costs for all of such sites or what its share of costs will be
for each such site, on the basis of the information presently available
regarding each site, the Company believes it is remote that it would incur any
material liability in connection with such sites.

The Company presently disposes of low-level radivactive waste (LLW)
generated at Pilgrim Station through arrangements with licensed disposal
facilities located in Barnwell, South Carolina. As a result of the
developments which have occurred pursuant to the Low-lLevel Radioactive Waste
Policy Amendments of 1985, the Company’s continued access to such disposal
facilities has hecome severely limited and significantly increased in cost.
The Company has made arrangements for access to the Barnwell site through July
1994. The Company does not presently believe, however, that disposal site
access will be provided after that date. Although legislation has been
enacted in Massachusetts establishing a regulatory method for managing the
Commonweaith’'s LLW including the possible siting, Ticensing and construction
of a LLW disposal facility within the Commonwealth, it appears unlikely that
such a facility will be constructed in a timely manner. Pending the
construction of a disposal facility within the Commonwealth or the adoption by
the Commonwealth of some other LLW management method, the Company continues to
monitor the situation and is investigating other options which are available
to it, including the option of on-site storage.

The Company presently has spent nuclear fuel storage capacity at Pilgrim
Station sufficient to store spent nuclear fuel generated through the year
1995. Pursuant to the Federal Nuclear Waste Policy Act of 1982 ("NWPA"), and
through a contract entered into with the United States Department of Energy
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{"DOE") in accordance with that Act, DOE will be responsible for the ultimate
disposal of spent nuclear fuel generated at Pilgrim Station. In accordance
with this contract, the Company pays the DOE on a guarterly basis for the cost
of nuclear fuel depleted. The Company is recovering these costs through its
fuel and purchased power adjustment clauses. Under the contract, DOE is to
take delivery of spent nuclear fuel beginning in 1998. In order to fulfilil
its obligations, DOE is presently engaged in scientific studies evaluating a
potential spent nuclear fuel repository site at Yucca Mountain, Nevada:
however, such effort has encountered substantial public and political
opposition and litigation and DOE has publicly stated that it may be unable to
construct such a repository by 1998. 1In addition, DOE has been authorized to
construct, following Ticensing by the NRC, a monitored retrievable storage
facility which would provide storage and packaging of spent nuclear fuel and
high level radioactive waste prior to shipment to a permanent repository;
however, no site has been identified for such a facility. The Company is
unable to predict whether and on what schedule DOE will eventually construct
such a repository or monitored retrievable storage facility and what will be
the effect upon the Company if a delay should occur. The Company is
investigating all options which may be available to it, including the
expansion of existing spent nuclear fuel storage capacity at Pilgrim Station.

xiii}: N R PERSONS EMPLOY

The Company had 4,540 full-time employees as of the end of 1992, 2,906 of
the employees are represented by two locals of the Utility Workers Union of
America, AFL-CIO. The current four year labor contract in effect with the
locals is scheduled to expire in May 1994.

Item 1 (d): FINANCIAL IN TION ABOUT FOR N 1iC oP
EXPORT SALES

See Item 1 (c) (1) (i) "Principal Products and Services" for information
relative to the geographical area served by the Company.

Item 1 (e): ADDITIONAL INFORMATION
REGULATION

Rates, A nting an it

The Company and its wholly owned subsidiary operate primarily under the
Jurisdiction of the DPU, which jurisdiction includes supervision over retail
rates for electricity, accounting, the issuance of bonds, capital stock and
certain other securities, and the investment by the Company in other entities.
The FERC has jurisdiction over various phases of the business of the Company
including, among other things, regulation of the system of accounts, certain
issuances of short-term debt, rates for power sold at wholesale for resale,
and facilities used for the transmission or sale of such power.

In 1989, the DPU implementec regulations which require electric utilities
subject to its jurisdiction to obtain pre-approval for both investments in new
generation capacity and for major incremental investments in existing
generation capacity. Under these regulations, prior to making such
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genera. v% investments the Company must file with the DPU an agreement which
defines '": revenue amounts associated with the invesiments which the Company
will be allowed to recover through rates. The regulations require the Company
to bear the risk of changes in the majority of project costs. Customers bear
the risk of unanticipated demand reductions and fuel price changes.

In 1990, the DPU adopted rules concerning the acquisition of future
supply and demand resources by Massachusetts electric companies. The DPU
regulations require electric companies to use an all-resource solicitation
process to establish a mix of resources to guarantee least-cost, reliable
service. These regulations also specify the rules by which electric utilities
would receive cost-recovery for the resources acquired under the all resource
solicitation process.

The Company is recovering through depreciation an annual provision for
the cost of decommissioning Pilgrim Station at the end of its useful life.
The charges collected in rates are based upon a 1991 estimate of $328,000,0C0
to decommission the plant (immediate dismantlement method), approved by the
DPU as part of the 1992 Retail Settlement Agreement. The Company also
collected a provision for the cost of decommissioning Pilgrim Station from
other utility companies and municipalities who have contracts with it to
purchase a portion of the electricity generated by the unit over its lifetime.
The funds collected for decommissioning are restricted in their use.

The Company is required each year to submit to the DPU performance
standards applicable to its generating units and to other units from which the
Company purchas2s power pursuant to long-term contracts. The Company also
provides quarterly progress reports to the DPU with respect to genmeratien unit
performance. The DPU is empowered to conduct a review of such performance and
has the right to reduce subsequent fuel clause billings if it finds that the
Company has been unreasonable or imprudent in the operation of its generating
units or in the procurement of fuel.

The Company’s most recent generation unit performance program covered the
period November 1, 1991 to October 31, 1992. As in prior years, the Company
did not meet all the DPU performance goals. On January 28, 1993, the DPU
initiated a ninety-day investigation of the performance of the Company’s units
and other units from which the Company purchased power under long term
contracts during that period. While the Company believes it was prudent in
the operation of its generation units, the ultimate resolution of certain
replacement power costs already billed to customers cannot be determined by
the Company. No provision has been made in 1992 for any amounts that may be
refundable as a result of the foregoing. However, in the opinion of
management, such amounts are not expected to be material. The hearings are
scheduled to begin in late March 1993, with an order expected later in the
year. The DPU has not yet issued an order for the Company’s generating unit
performance for the period November 1, 1990 through October 31, 1991.

Nuclear
The Federal Nuclear Regulatory Commission ("NRC") has broad and

continuing regulatory jurisdiction over the siting, construction and operation
of nuclear reactors with respect to public health and safety, environmental
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matters and antitrust considerations. A permit or license granted by the NRC
may be revoked, suspended or modified by the NRC because of conditions
revealed by the application therefor or any report or inspection which would
warrant the NRC to refuse to grant a license on an original application or for
failure to construct or operate a facility in accordance with the terms of a
construction permit or license. The Company currently holds an operatirg
license for Pilgrim Station which was issued in 1972 and expires in 2012.

Evolving NRC regulatory requirements, resulting in part from continuing
NRC review of existing regulations and certain operating occurrence: at other
nuciear plants throughout the country and the world, have periodically
resulted in the imposition of additional reguvements for all domestic nuclear
plants, including Pilgrim Station. NRC inspec’ions and investigations may on
occasion result in the issuance of notices of violation nf NRC regulatory
requirements. Such notices of violation may, in accordance with the NRC's
Enforcement Policy, be accompanied by orders directing that certain actions be
taken or by the imposition of monetary civil penalties. In addition, the
Company might undertake certain actions in regard to Pilgrim Station at the
request or suggestion of its insurers or of the Institute of Nuclear Power
Operations ("INPO"), a voluntary association of nuclear utilities dedicated to
the promotion of safety and reliability in the operation of nuclear power
plants.

The Company has previously reported a 1990 Massachusetis Depar..ent of
Public Healith ("MDPH") study which purported to show a correlation between
increased adult leukemia and living near Pilgrim Station. The Company
strongly disputed the MDPH study findings because of the inconsistencies of
those findings with other scientific information concerning the health effects
of ionizing radiation and with the results of other studies. The Company had
further requested the MDPH to undertake a joint review with the Company to
resolve questions concerning the validity of the study. In 1992 the results
of the joint review process were issued. Based upon that review of the study
it was determined that there were a number of concerns with the methodology of
the study and there did not appear to be any increased incidence of leukemia
in the Pilgrim Station area.

Although nuclear power is a subject of public discussion, the Company
continues to evaluate the continued operation of Pilgrim Station from the
standpoint of safety, reliability and economics and it continues to believe
that such continued operation is in the best interests of the Company and its
customers.




Item 2: PROPERTY AND POWER SUPPLY
a. f - facili

Existing Facilities. The Company’s total installed electric generation
capability as of January 1, 1993 is as follows:

Installed
Capacity Year
 Unit Location (KW} _ Iype
Pilgrim Nuclear Plymouth, MA 678,000 Nuclear 1972
Power Station
New Boston Station South Boston, MA 717,740 Fossil 1965-1967
Units 1 and 2
Mystic Station Everett, MA
Units 4-5-6 468,750 Fossil 1857-1961
Unit 7 617,040 Fossil 197%
Combustion Turbine Various 238,944 Fossil 1966-1971

Generators (ten)

The Company participates as a 5.888% joint owner (36,462 kW) in W. F.
Wyman Unit #4, a 619,250 kW (NEPOOL year-end maximum capacity) oil-fired unit
which commenced operations in 1978 and is operated by Central Maine Power
Company, located in Yarmouth, Maine.

A1l of the Company’s fossil-fired electric generation units are located
at tide water and have access to fuel oil storage (and/or natural gas or oil |
pipelines from nearby suppliers) and condensing water. Additional electric
generation capacity is available to the Company as a result of its contractual
arrangements with other utilities, which it negotiates on a year-round basis,
and its participation in NEPOOL, which are described below. For additional
information regarding long-term power contracts, see Note G of Notes to
Consolidated Financial Statements contained on page 41 of the Annual Report to
Shareholders for the year ended December 31, 1992, incorporated herein by
reference.

As of December 31, 1992 the Company’s transmission system comprised
approximately 362 miles of overhead circuits operating at 115,000, 230,000 and
345,000 volts and approximately 154 miles of underground circuits operating at
115,000 and 345,000 volts. The substations fed by these lines consisted of 41
transmission or combined transmission and distribution substations with a
transformer capacity of 10,025 megavolt amperes ("MVA"), 71 distribution
substations with a transformer capacity of 1,216 MVA and 18 primary network
units with 88 MVA capacity. In addition, high tension service was delivered
to 231 customers’ substations. The overhead distribution system covered
approximately 4,647 miles of streets and the underground distribution system
extended through approximately 885 miles of streets. HEEC’s distribution
system consists principally of a 4.09 mile 115Kv submarine distribution line,
and a temporary substation which is located on Deer Island in Boston,
Massachusetts.
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The important item- of property comprising the Company’s electric
generation stations, substations, and certain service centers are generally
located on land owned by the Company, with certain exceptions as set forth in
the Company’s First Mortgage Bond Indenture or Supplements thereto. The
Company’s high-tension transmission lines are generally located on land either
owned by the Company or subject to an easement in its favor, with crossings of
public ways, tide waters and water courses, railroads and public domain when
encountered. The Company’s low-tension distribution lines and fossil fuel
pipelines are located principally in public streets and ways under permission
granted by municipal or Commonwealth authorities. They are, however, also
iocated to sr~- <.t2nt in private ways and on private property pursuant to
*rsements, .eases, licenses or permits. See also Item 1{c)(1)({iv)
"Franchis s".

1 caciliti

On April 10, 1992, the Energy Facilities Siting Council ("EFSC") issued
its Phase 1 final decision invoiving the Company’s 1990 demand forecast and
the Edgar Energy Park project proposal ("the project”). In its decision, the
EFSC stated that the Company would be in an excess capacity position in 1996
and 1997 by 149 and 120 megawatts ("MW"), respectively. In light of the
EFSC’s decision and the Company’s assessment of the need for power, the
Company decided to indefinitely defer this project. Based on this
determination $8,000,000 of before-tax costs associated with this project were
charged to expense during the fourth quarter of 1992.

Notwithstanding the deferral of the Edgar project, ths Company has
continued to seek environmental permits for this project sc as to allow prompt
action in the future when there is a need for additional capacity. The Energy
Facilities Siting Board ("EFSB"), the successor agency to the EFSC, conducted
further hearings to review siting and environmental issues associated with the
project. In March 1993, the EFSB issued a tentative decision providing
conditionai approval for the siting of the project. Such conditional approval
will reguire a further application for final approval at a future date when a
need for the project is determined.

In early 1992 the DPU required the Company to issue a request for
proposals ("RFP 3") for the purchase of 132 MW of power to be in service by
1997. The Company has requested that RFP 3 be cancelled in light of the
determination of the EFSC that the Company does not have a near term need for
generating capacity. The DPU has not yet ruled on its request.

Pursuant to DPU regulations establishing the procurement of supply and
demand-side resources through an Integrated Resource Management("IRM")
process, in December 1992, the Company filed with the DPU a draft IRM filing
concerning the Company’s anticipated future generation and D3M resource needs
over the next decade. On March 10, 1993, the Company and substantially all of
the intervenors in the proceeding filed for approval by the DPU, an offer of
settlement which defers the IRM process for approximately 15 months. Under
the terms of the settlement the Company would make a new IRM filing on March
15, 1994, which would then be subject to review by the DPU.
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See also Item 1 (e) "Additional Information", subheading “Regulation”
preceding with respect to promulgated DPU regulations requiring pre-approval
of new investments in generation capacity.

b. 1 h r r

The Company owns 9.5% of the common stock of the Connecticut Yankee
Atomic Power Company, which operates a nuclear generation unit located in
Haddam, Connecticut with net capability of 591,000 kW (NEPOOL year-end maximum
capability). Until the expiration of the power contracts relating to this
unit (June 2007), the Company is entitled to receive 9.5% of the output of the
unit and is obligated to pay to Connecticut Yankee 9.5% of such amount as will
provide Cennecticut Yankee with operating revenues and other income from al)
sources (including power revenues) equal to its total operating expenses plus
an annual return on investment. The contract billing rate includes a
provision for the ultimate decommissioning of the unit and spent nuclear fuel
disposal costs. Other New England electric utility companies with varying
percentages of participation have made similar arrangements.

The Company has a contract with a subsidiary of Commonwealth Energy
System and two other utilities in which the participants are sharing in four
equal parts the output of a 572,000 kW (NEPOOL year-end maximum capability),
oil-fired electric generation plant located at the Cape Cod Canal in Sandwich,
Massachusetts. The unit is owned by a wholly-owned subsidiary of Commonwealth
Energy System and went into commercial operation in July 1968, at which time
the Company became obligated to pay 25% of the unit’s fixed and operating
costs over a period of thirty-three and one-third years.

On June 1, 1986, an agreement between the Company and the MBTA was
implemented whereby the MBTA’s 35.5 MW jet turbine at O Street, South Boston,
MA was made available for Company dispatch through the year 2005. On March
17, 1993 the Company signed a contract with the MBTA for output from their
second jet beginning in 1994. The MBTA retains the right to start up the jet
for its own emergency use and for testing purposes, but the Company retains
NEPOOL credit for its capacity and output.

The Company has several agreements with Northeast Utilities in which
provide for the purchase of a2 mix of NU unit entitlements known as a
"base/pumped storage slice of system". The current agreement for 300 MW began
November 1, 199] and expires October 31, 1993.

The Company has agreements with Montaup Electric Company, a subsidiary of
Eastern Utilities Associates, and with Commonwealth Electric Company, a
subsidiary of Commonwealth Energy System, under which Montaup and Commonwealth
each purchase 11% of the capacity and corresponding energy of Pilgrim Station,
and pay 11% of the Unit’s fixed and operating costs. Montaup and Commonwealth
have also agreed to indemnify the Company to the extent of 11% each of all
Toss. liability or damage (not covered by insurance) arising out of the
operation, condemnation, shutdown or retirement of the unit. The Company has
similar agreements with certain municipal electric companies for a total of
3.7% of the capacity and corresponding energy of the Pilgrim Station. The
term of the original agreements with Montaup, Commonwealth and the municipal
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electric companies extended until the year 2000. The Company signed an
amendment to the original agreement with Montaup on January 1, 1985 which
extends the term of the Pilgrim Unit Contract from twenty-eight years to a
period equal to the full operational life of the Pilgrim Unit and makes
certain other revisions. The agreement has been accepted by the FERC. In
November 1990, the FERC approved, as part of a settlement agreement, extending
the term of the agreement with Commonwealth to the life of Pilgrim Station.
For information with respect to settlement of litigation concerning these
agreements, see "Rate Proceedings and Pilgrim Nuclear Power Station"
preceding. See also Note G.2 of "Notes to Consolidated Financial Statements"
contained on page 4] of the Annual Report to Shareholders for the year ended
December 31, 1992, incorporated herein by reference.

The Company has other agreements with several other utilities for varying
periods for purchases of system and unit power, for sales of Company system
and unit power, and for transmission services. The Company’s rates and
charges under certain of these contracts are the subject of proceedings before
the FERC. See also Note G of Notes to Consolidated Financial Statements
contained on page 41 of the Annual Report to Shareholders for the year ended
December 31, 1982, incorporated herein by reference. The Company has several
purchased power agreements with non-utility generators as described further
hereunder in Item 2(c) "Non-Utility Generation”.

€. Non-Utility Generation

Currently, the Company purchases approximately 475 MW of capacity and
associated energy from non-utility generators pursuint to the following ecight
fong-term power contracts. On December 31, 1990, the Company began purchasing
approximately 120 MW of power from the Ocean State Power project located in
Burrillville, Rhode Island pursuant to a twenty-year agreement. The Company’s
entitlement represents 23.5% of each of the two Ocean State Power units. On
September 15, 1991, the Company began purchasing approximately 219 MW of power
(73% of the total output) from the Northeast Energy Associated project located
in Bellingham, Massachusetts pursuant to an agreement for 135 MW which expires
in 2016 and an agreement for 84 MW which expires in 2011. On March 12, 1993,
the L'Energia facility located in Lowell, Massachusetts was declared
commercial and the Company began purchasing 59.1 MW of power (73% of the total
output) from this unit pursuant to a twenty-year agreement. In addition, the
Company is purchasing 1.85 MW of power from two small hydro facilities, and
expects to begin purchasing 100 MW of capacity and energy from the MASSPOWER
facility Tocated in Springfield, Massachusetts in January 1994,

In August of 1991 the DPU issued "Rules Governing the Procedure by which
Additional Resources are Planned, Solicited, and Procured by Investor-Owned
Electric Companies." These regulations changed the procurement requirements
for future generating resources, including mon-utility generators. One of the
major changes besides requiring all source solicitations (host utility, other
utilities, independent power producers, and DSM programs) and tn nrocure
reliable power options at market-based pricing, was to remove the previous
regulatory requirement that utilities solicit new capacity resources and
execute long-term power purchase contracts for at least 5% of the Company’s
peak load regardless of its actual capacity need situation. Under the new
regulations the Company must formally assess capacity needs by comparing long-
term load projections and reserve requirements against its inventory of
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existing supply and demand side resources. Should this evaluation identify a
need for capacity within a ten year planning horizon, the Company is required
to issue a RFP to fill that need. See Item 2: "Property and Power Supply"
subheading "Planned Facilities and Future Generation" preceding for additional
information on RFP process.

The Company has also been reviewing existing contracts with non-utility
generators to identify ways to restructure or buy-out of commitments in order
to improve efficiency or reduce customer cost. The Company terminated a
contract during 1992 for 22.5 MW of power from Peat Products of America. The
Company has submitted a notice of termination in connection with a purchase of
on 180 MW of power from Applied Energy Si~vices. The Company expects to
recover any termination fees from ratepay'rs. See also Item 2: "Property and
Power Supply", subheading "Planned Facilities and Future Generation”
preceding.

d. man i Man n r m

The Company continues to pursue the installation of DSM programs during
1983. While it is difficult to estimate the precise effects the DSM programs
will have, savings from the installation of measures during 1993 are expected
to reduce the summer peak demand by an additicnal 24 MW and will save an
additional 71,296 mWh annually above existing DSM jevels. The implementation
of DSM programs has the potential of reducing the summer peak by 196 MW and
provide savings of 910,471 mWh by the year 2000. Savings from measures
installed during 1992 are expected to result in 78,663 mWh annually and reduce
the summer peak by 4] MW. See also Item 1(c)(1)(ii1) “"Expected Plant
Expenditures and Related Financing" subparagraph "Demand Side Management
Program Expenditures” preceding.

e. NEPEX

In June 1970, the Company and other utilities activated a computer
controlled dispatch center for New England (New England Power Exchange -
"NEPEX"). Also, the major utilities in New England, including the Company,
and certain municipal and cooperative utilities executed a New England Power
Pool ("NEPOOL") Agreement (dated September 1971) which provides for the joint
planning and operation of generation and transmission facilities and also
incorporates generation capacity obligations and provisions regarding the use
of major transmission lines and payment for such use.

As a result of its participation in NEPOOL, the Company’s operating
revenues and costs are affected to some extent by the operations of other
participants in those arrangements. The table below sets forth certain
infﬁr?ation as of the date of the Company’s 1992 summer and 1992-1993 winter
peak loads:

February ;, 1993 August 26, 1992
(Winter 1992-93) {1992 Summer)
NEPEX utilities installed capacity
(Seasonal Max. rating): . . . . 25,276 MW 24,334 MW
(Seasonal Normal rating):. . . . 24,979 MW 24,113 MW
NEPEX peak load (estimate} . . . . 18,854 MW 18,707 Mi
Company territory peak load . . . . 2,355 MW 2,545 MW
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The Company’s net capability at its summer peak was 3,587 MW, and its net
capability at its winter peak was 3,590 MW. Its corresponding NEPOOL capacity
obligations were estimated to be 3,428 MW and 3,263 MW, respectively.

The New England region’s once tight enmergy supply situation continued to
moderate during 1992 due to flat to negative load growth. The regional supply
situation is expected to remain good through 1993 into 1994.

As 2 result of the 1990 and 1991 additions to New England generating
capacity, and declining energy requirements, the dispatching of Company-owned
generating facilities by NEPEX may be affected.

In March 1983, NEPOOL participants signed an agreement with Hydro-Quebec
of Canada. The arrangement, which is designated Phase I, is designed teo
provide up to three biilion kWh of electricity (hydro-electric) annually to
NEPOOL from Hydro-Quebec (a 690 MW interconnection), and includes an eleven
year (1986-1997) energy purchase arrangement and energy banking agreement.
Construction of transmission and conversion facilities required to transmit
the power under the terms of this agreement were completed in 1986, and power
deliveries to NEPOOL under Phase 1 commenced in October 1986. Due to low
water levels in certain Canadian provinces, Hydro-Quebec had not been able to
deliver to NEPOOL previously projected levels of electricity since 1988.
Increased precipitation in the Quebec region during 1992 has allowed for the
resumption of expected energy deliveries.

In October 1985, an agreement was finalized between NEPOOL and Hydro-
Quebec to provide an additional seven billion kWh of hydro-electric power
annually for ten years. This agreement, designated Phase II, required
expansion of existing 690 MW Phase I interconnection. The Company, along with
other New England electric utilities, entered into an agreement to expand the
690 MW Interconnection with the Hydro-Quebec system of Canada to 2000 MW.

The Phase 11 agreement provided for power deliveries to commence upon
commercial operation of the facilities. The price of this energy is set based
on the average New England cost of fossil fuel for the previous year. The
first five years the contract will be 80 percent of that average, the second
five years the price will be 95 percent of that average. The Phase II
facilities began full commercial operation, up to the 2000 MW level, in July
1991. The Company receives capacity credit through NEPOOL for approximately
eleven percent of the generation eguivalent of the total Hydro-Quebec
Interconnection.

The Company has approximately 11% of an equity ownership interest in the
two companies which constructed the Phase 1] facilities. This is included in
the accompanying financial statements. A1l equity participants are required
to guarantee, in addition to their own share, the total obligations of those
participants not meeting certain credit criteria. The equity participants are
compensated accordingly. Amounts so guaranteed by the Company are
approximately $24,000,000 at December 31, 1992.

T mission Line A s he N nglan

In 1989, Northeast Utilities became the apparent successful bidder for
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the ownership of Public Service of New Hampshire, an electric utility serving
a large portion of the State of New Hampshire. Completion of the transaction
is subject to various regulatory approvals. The FERC approved this merger in
January 1992. At the request of the Company and other utilities, the FERC
imposed conditions on this takeover on the basis that the new combined entity
would control most of the excess generating capacity in New England and most
of the available electric transmission facilities entering the Southeastern
New England region. FERC's order has been appealed to the Federal Court of
Appeals by numerous parties. The merger was consummated when Northeast
Utilities filed its compliance tariff filing with the FERC in April 19882. For
the past two years all of the parties to the Northeast Utilities/Public
Service of New Hampshire merger litigation, including the Company, have been
negotiating a long-term regional transmission arrangement ("RTA") for all of
New England. The parties have reached a tentative agreement on the RTA. A
final RTA will have to be approved by 85% of the NEPOOL members and by the
FERC. Final approval of an RTA is not expected for several months.

g. Insurance

The federal Price-Anderson Act, as amended by the Price-Anderson
Amendment Act of 1988, provides that liability from a single nuclear related
accident at a U.S. nuclear power plant shall not exceed approximately
$7,873,000,000. The first $200,000,000 of nuclear 1izbility will be covered
by commercial insurance. Additional nuclear 1iability insurance up to
$7,308,000,000 is provided by a retrospective assessment of up to $63,000,000
per incident which can be levied on each of the 116 units licensed to operate
in the United State:, subject to a maximum assessment of $10,000,000 per
reactor per accident in any year. This additional nuclear liability insurance
amount of approximately $7,308,000,000 is subject to change as new commercial
nuclear units are licensed and existing units give up their licenses. In
addition to the nuciear liability retrospective assessments discussed above,
if the sum of all public liability claims and legal costs arising from any
nuclear accident exceeds the maximum amount of available financial protection,
each Ticensee can be assessed an additional 5% of the maximum retrospective
assessment ($3,150,000).

Insurance has been purchased from Nuclear Electric Insurance Limited
(NEIL) to cover certain costs incurred in obtaining replacement power during a
prolonged accidental outage at Pilgrim Station and the cost of repair,
replacement, decontamination or decommissioning of utility property resulting
from insured occurrences at Pilgrim Station. The maximum potential
assessments against the Company with respect to losses arising during current
policy years are approximately $3,823,000 under the replacement power policy
and $6,545,000 under the excess property damage, decontamination and
decommissioning policy. A1l companies insured with NEIL are subject to
retroactive assessments if losses exceed the accumulated funds available to
NEIL. While assessments may also be made for losses in certain prior policy
years, the Company is not aware of any losses in such years which it believes
are likely to result in an assessment.

Item 3: LEGAL PROCEEDINGS

For further information concerning other Company legal and rate
proceedings, see also Item 1 (c¢) (1) (xii) "Environmental Matters" in this
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Form 10-K and Notes A.3. and E of Notes to Consolidated Financial Statements
contained on page 30 and pages 38 through 39, respectively of the Annual
Report to Shareholders for the year ended December 31, 1992 incorporated
herein by reference, and Item I (c) (1) (ii): "Expected Plant Expenditures
and Related Financing" subheading “"Rate Proceedings, Pilgrim Nuclear Power
Station and Outlook for Future", preceding.

On March 8, 1391, the Company was named in a lawsuit brought in the
United States District Court for the District of Massachusetts alleging
discriminatory employment practices under the Age Discrimination in Employment
Act of 1967 concerning forty-six employees affected by the Company’s 1988
reduction in force. Legal counsel is currently aralyzing the allegations made
in these actions and intends to defend the Company vigorously. Based on the
information presently available, the Company does not beiieve the lawsuit will
have a material negative impact on the Company’s financial condition.

Item 4 - SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of security holders during the
fourth quarter of 1992.
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EXECUTIVE OFFICERS OF THE REGISTRANT

The names, ages, positions and business experience during the last five years
of all the executive officers of Boston Edison Company and Harbor Electric
Energy Company (the Company’s wholly owned subsidiary) as of March 1, 1993 are
listed below. There are no family relationships between any of the officers
of the Company, nor any arrangement or understanding between any Company
officer and another person pursuant to which he/she was elected as an officer.
The expiration of each term of office is the next annual meeting and when
successors are duly elected and qualified.

Name, Age and Position

Bernard W. Reznicek, 56
Chairman, President and Chief
Executive Officer

Thomas J. May, 45
Executive Vice President

26

Business Experience
ring P r

Chairman, Presijent and Chief
Executive Officer {since 1992),
formerly President ind Chief
Executive Officer (1990-1992) and
President and Chief Operating Officer
(1987-1990). Director (since 1987)
Chairman of the Board of Harbor
Electric Energy Company (since 1991).
President and Director of Farbor
Electric Energy Company (since 1989).

Executive Vice President (since
1990), formerly Senior Vice President
(1987-1990). Director since 1991.
Has responsibility for financial,
accounting, customer services and
information services. Assumed added
responsibilities for energy planning
and business planning (in 1989) and
resource and corporate planning,
marketing and human resources (in
1990). Vice President, Treasurer and
Director of Harbor Electric Energy
Company (since 1989). Vice
President, Treasurer and Director of
Harbor Electric Energy Company.



Name, Age and Position
George W. Davis, 59
Executive Vice President

E. Thomas Boulette, 50
Senior Vice President - Nuclear

L. Carlisle Gustin, 49
Senior Vice President - Marketing

Cameron H. Daley, 47
Senior Vice President - Power Supply

John J. Desmond, I1I, 59
Senior Vice President-lLegal

Charles E. Peters, Jr., 4i
Senior Vice President-Finance
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Business Experience

Executive Vice President (since
1992), with responsibility for all
power supply and deliver operations.
Director (since 1991). [lected
Senior Vice President - Nuclear
(1990-1992) with responsibility for
all nuclear activities. Vice
President - Nuclear Administration
(1989-1990). Prior to election was
Commander Naval Surface Force,
Pacific (1985-1988).

Senior Vice President - Nuclear
(since 1993). Vice President -
Nuclear Operations and Station
Director (1992-1993). Vice President
- Operations (1989-1992) and Plant
Manager (1988-1989) of Maine Yankee
Atomic Power Company.

Senior Vice President (since 1989),
with responsibility for marketing,
customer services and corporate
relations. Vice President -
Corporate Relations (1986-1989).

Senior Vice President (since

1989), with responsibility for power
supply. Vice President - Power
Production (1982-1989).

Senior Vice President - Legal (since
1992). Vice President and General
Counsel (1985-1992). General Counsel
of Harbor Electric Energy Company
{since 1990).

Senior Vice President (since 1991),
with responsibility for Financial,
Accounting, Information Services and
Investor Relations. Chief Financial
Officer and Senior Vice President of
Genrad, Inc. (1985-1991). Vice
President and Director of Harbor
Electric Energy Company (since 1991).



Name, Age and Position

John J. Higgins, 60

Senior Vice President - Human Resources

Ronald A. Ledgett, 54
Senior Vice President - Power
Delivery, Stores and Service

Marc S. Alpert, 48
Vice President and Treasurer

Robert J. Weafer, Jr., 46
Vice President, Controller and Chief
Accounting Officer

Theodora S. Convisser, 45
Clerk of the Corporation
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Business Experience

Senior Vice President (since
1990), with responsibility for
Human Resources. Vice President -
Human Resources (1988-1990).
Director of Construction for the
Massachusetts Water Resources
Authority in 1988.

Senior Vice President (since

1991), with responsibility

for Power Delivery and Stores and
Service. Was Director, Special
Projects for Nuclear Business and
Strategic Planning, Self-assessment
and Organizational Refinement, and
for Nuclear Business Regulatory
Affairs (1990-1991). Special
Projects Engineer (1988-1990).

Vice President and Treasurer (since
1988). Assistant Treasurer of Harbor
Electric Energy Company (since 1991).

Vice President, Controller and
Chief Accounting Officer (since
1991). Controller and Chief
Accounting Officer (1988-1991).

Clerk of the Corporation (since
1986). Clerk of Harbor Electric
Energy Company (since 1990).



The Company’s common stock is listed on the New York Stock Exchange and
the Boston Stock Exchange.

See Consolidated Financial Statistics (Unaudited) - Quarterly Stock Data
contained on Page 44 of the Annual Report to Shareho Jers for the year ended
December 31, 1952, incorporated herein by reference.

b. HOLDERS.

As of December 31, 1992, the Company had 44,063 holders of record of its
Common Stock (actual count of record holders).

c. DIVIDENDS.

For information as to the frequency and amount of cash dividends declared
per common share during the past two fiscal years, see Consolidated Financial
Statistics (Unaudited) - Quarterly Stock Data, contained on Page 44 of the
Annual Report to Shareholders for the year ended December 31, 1992,
incorporated herein by reference.
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Item 6 - SELECTED FINANCIAL DATA

The following table summarizes five years of selected consolidated
financial data of the Company.

in ’ f
192 1981 = 1%%0 1989 1988

Operating

Revenues 1,411,753 $1,354,501 §1 14,440 $),339,95 $1,230,384
Net Income/

(Loss) $107,298 $94.670 $95.440 $(16,135)(E) $84,212
Earnings/(Loss)

Per Common

Share $2.10 $1.96 $2.01(a) $(0.88)(b) $1.86

Total Assets §3,296,910 $3,120,549 $3,014,169 $2,878,271 $2,817,050
Long-Term Debt $1,091,073 $1,136,165 $1,074,025 $948,839 $966,534
Redeemable

Preferred/

Preference Stock $98,000 $100,000 $100,000 $100,000 $100,000
Cash Dividends

Declared Per

Common Share $1.655 $1.595 $1.535 $1.745 $1.82

a) Includes $0.41 per common share for an accounting change; See Note A of
Notes to Consolidated Financial Statements included in the Annual Report
to Shareholders for the Year Ended December 31, 1992, incorporated herein
by reference.

b) See Item 1(c)(1)(ii): "Expected Plant Expenditures and Related Financing”
subheading "Rate Proceedings, Pilgrim Nuclear Power Station and Outlook
for Future" preceding.

- MANA ' g
FINANCIAL CONDITION

See Management’s Discussion and Analysis contained on pages 20 through 25
of the Annual Report to Shareholders for the year ended December 31, 1992,
incorporated nerein by reference. See also Item 1 (c) 1 (ii): "Expected
Plant Expenditures and Related Financing” subheading "Rate Proceedings,
Pilgrim Nuclear Power Station, and Outlook for Future", preceding.
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See list of Consolidated Financial Statements contained in Part IV, Item
14 incorporated herein by reference.
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PART 111
Item 10 - DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
(a) IDENTIFICATION OF DIRECTORS.

See "Election of Directors - Information about Nominees and Incumbent
Directors” - contained on pages 2 through 5 of the definitive Proxy Statement
dated March 18, 1993 incorporated herein by reference.

(b) IDENTIFICATION OF EXECUTIVE OFFICERS

The information required by this item is set forth at the end of Part |
ot this Form 10-K under the caption "Executive Officers of the Registrant"”,
pursuant to instruction 3 of paragraph (b) of Item 401 of Regulation S-K.

(c) IDENTIFICATION OF CERTAIN SIGNIFICANT EMPLOYEES - NOT APPLICABLE.
(d) FEAMILY RELATIONSHIPS - NOT APPLICABLE.
(e) BUSINESS EXPERIENCE

For information relating to the business experience during the past five
years and other directorships (of companies subject te certain SEC
requirements) held by each person nominated to be a director, see "Election of
Directors - Information about Nominees and Incumbent Directors" contained on
pagzs 2 through 5 of the definitive Proxy Statement dated March 18, 1993,
incorporated herein by reference.

For information relating to the business experience during the past five
years of each person who is an executive officer, see Part I "Executive
Officers of the Registrant”.

(f) INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS - NOT APPLICABLE.
(g) PROMOTERS AND CONTROL PERSONS - NOT APPLICABLE.
- AT

See paragraphs entitled "Director and Executive Compensation" contained
on pages 6 and 9 through 11 of the definitive Proxy Statement dated March 18,
1993, incorporated herein by reference.
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- 1Y P _OF CER R
(a) SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS.

To the knowledge of management, no person owns beneficially more than §
percent of the outstanding voting securities of the Company.

(b) SECURITY OWNERSHIP OF MANAGEMENT.

See "Stock Ownership by Directors and Executive Officers” contained on
pages 5 through 6 of the definitive Proxy Statement da‘:d March 18, 1993,
incorporated herein by reference.

(c) CHANGES IN CONTROL - NOT APPLICABLE

s 1 RELATIONSHIPS AN ATED TRAN

Not applicable.
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Annual |
Shareholders

Form 10-K |
Item 14(a): Exhibits and Consolidated Financial Statement Schedules:
Consolidated Statements of Income for each of th: Three
Years in the Period Ended December 31, 1992 26 |
Consolidated Statements of Retained Earnings for each of |
the Three Years in the Period Ended December 31, 1992 26
Consolidated Statements of Cash Flows for each
of the Three Years in the Period Ended December 31, 1992 27 |
Consolidated Balance Sheets as of December 31, 1992 and 1991 28-29 :
J
Notes to Consolidated Financial Statements 30-42 i
Report of Independent Certified Public Accountants 50 |
|
Selected Consolidated Quarterly Financial Data (Unaudited) 44 I
Selected Consolidated Statistics (Unaudited) 45-47 1
Schedules for Years Ended December 31, 1992, 1991 and 19%0
v - Property, Plant and Equipment $-1 to §-3 '
¥Vl - Reserves for Depreciation and Amortization
of Property, Plant and Equipment S-4 to S$-6
Vil - Guarantees of Securities of Other Issuers §-7 ;
IX - Short-Term Borrowings S-8 ‘
X - Supplementary Income Statement Information 5-9 ‘
|
|

A1l other schedules are omitted since they are not required, not applicable, or
contain only information which is otherwise provided in the financial statements or notes
thereto listed above.
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Exhibit 3

Articles of Incorporation and By-lLaws

Incorporated herein by reference:

3.1
3.1.1

3.3.2

3.1.3

3.1.4

3.1.5

3.1.6

Restated Articles of Organization

Amendment to
Organization

Amendment to
Organization

Amendment to
Organization

Amendment to
Organization

Amendment to
Organization

Amendment to
Organization

Restated Articles of
dated May 5, 1977

Restated Articles of
filed May 26, 1978

Restated Articles of
filed May 6, 1980

Restated Articles of
filed May 4, 1983

Resiated Articles of
filed Apri) 28, 1986

Restated Articles of
filed August 27, 1986
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Exhibit

2(a)4
2.4

2.1.2

3.1.3

3.1

3.1

3.5

SEC Docket

2-58587
2-64975

1-2301

Form 10-K
for the
Year Ended
December 31,
1991

1-2301

Form 10-K
for the
Year

Ended
December 31,
1991

1-2301
Form 10-Q
for the
Quarter
Ended
March 31,
1983

1-2301

Form 10-Q

for the
Quarter Ended
March 31,
1986

1-2301

Form 10-K
for the
Year Ended
December 31,
1986
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5 IS

.1.8

1.9

J:8

Exhibit

Amendment to Restated Articles of 3.1
Organization filed February 19, 1987

Amendment to Restated Articles of 3.1.8
Organization filed May 5, 1987

Amendment to Restated Articles of 4.]
Crganization as filed May 27, 1988

Certificate of Vote of Directors 4.2
Establishing a Series of a Class of
Stock, filed March 9, 1987

Certificate of Vote of Directors 4.3
Establishing a Series of a Class of
Stock, filed October 4, 1988

Amendment to Restated Articles of 3.1.12
Organization as filed November 7, 1991

Certificate of Vote of Directors 3.1.13
establishing a class of stock,
filed November 26, 1991

Certificate of Vote of Directors 4.1
Establishing a Series of a Class
of Stock filed June 8, 1992
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SEC Docket

1-2301
Form 10-Q
for the
Quarter
Ended
March 31,
1987

1-2301

Form 10-K

for the Year Ended
December 31,

1987

33-24271
Registration
Statement
dated
September 22,
1988

1-2301

Form 10-Q

for the Quarter Ended
September 30, 1988

1-2301

Form 10-Q

for the Quarter Ended
September 30, 1988

1-230]

Form 10-K
for the Year
Ended
December 31,
1981

1-2301

Form 10-K
for the Year
Ended
December 31,
1991

1-2301

For the Quarter
Ended June 30,
1992



3.2

3.3

3.4

3.5

3.6

3.7

Beston Edison Company Bylaws

April 19, 1977, as amended January
22, 1987, January 28, 1988 and
May 24, 1988

Boston Edison Company Bylaws

April 19, 1977, as amended

January 22, 1987, January 28, 1988,
May 24, 1988 and November 22, 1989

By-Laws of Harbor Electric Energy
Company

Articles of Organization of Harbor
Electric Energy Company dated
December 22, 1989

Amendment to Articles of Organizatiun
of Harbor Electric Energy Company,
filed December 14, 1990

Amendment to Articles of Organization
of Harbor Electric Energy Company,
filed November 4, 199]
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Exhibit
3.2

3.1

3.4

3.3

3.6

SEC Docket

1-2301

Form 10-K

for the

Year Ended
December 31, 1988.

1-2301
Form 10-Q
for the
Quarter
tnded June
30, 19%0

1-2301

Form 10-K
for the Year
Ended
December

31, 1989

1-2301

Form 10-K
for the Year
Ended
December

31, 1989

1-2301

Form 10-K
for the Year
Ended
December 31,
1990

1-2301

Form 10-K
for the Year
Ended
December 31,
199]
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Exhibit 4

Instruments Defining the Rights of

Security Holders, Including Indentures

Incorporated herein by reference:

4.1

Indenture of Trust and First Mortgage
dated December 1, 1940 with
State Street Trust Company

Tenth supplemental indenture dated
April 1, 1950

Twelfth supplemental indenture dated
November 15, 1951

Twenty-fourth supplemental indenture
dated June 1, 1962

Twenty-seventh supplemental indenture
dated November 1, 1965

Twenty-ninth supplemental indenture
dated June 1, 1967

Thirtieth supplemental indenture
dated November 1, 1968

Thirty-first supplemental iadenture
dated December 1, 1969
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SEC Docket

2-4564

2-8349

2-80748

1-2301

Form 10-K
for the Year
Ended
December

31, 1990

1-2301

Form 10-K
for the Year
Ended
December

31, 1990

1-2301

Form 10-K
for the Year
Ended
December

31, 1990

1-2301

Form 10-K
for the Year
Ended
December

31, 1950

1-2301

Form 10-K
for the Year
Ended
December

31, 1990



1.8

g 05

1.3

Exhibit

Thirty-second suppiemental indenture 4.1.8

dated July 1, 1970

Thirty-third supplemental indenture 4.1.9

dated May 15, 1971

Thirty-fifth supplemental indenture 4.1.10

dated April 15, 1977

Thirty-sixth supplemental indenture 4.1.11

dated lecember 15, 1978

Thirty-seventh suppiemental indenture 4.1.12

dated October 31, 1979

Thirty-eight supplemental indenture 4.1.13

dated January 1, 1982
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SEC Docket

1-2301

Form 10-K
for the Year
Ended
December

31, 19%0

1-2301

Form 10-K
for the Year
Ended
December

31, 1990

1-2301

Form 10-K
for the
Year Ended
December 31,
1989.

1-2301

Form 10-K
for the
Year Ended
December 31,
1989.

1-2301

Form 10-K
for the Year
Ended
December

31, 1989

1-2301

Form 10-K
for the
Year Ended
December 31,
1991
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4.1.14

$ .18

4.1.16

4.1.17

4.1.18

Thirty-ninth supplemental indenture
dated April 15, 1983

Fortieth suppiemental indenture
dated April 1, 1984

Forty-first supplemental indenture
dated April 1, 1985

Forty-second supplemental indenture
dated July 15, 1986

Forty-third supplemental indenture
dated September 15, 1987
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4.1

4.1

4.1

4.1

4.1

1-2301
Form 10-Q
for the
Quarter
Ended
March 31,
1983

1-2301
Form 10-Q
for the
Quarter
Ended
March 31,
1984

1-2301
Form 10-Q
for the
Quarter
Ended
March 31,
1985

1-2301
Form 10-Q
for the
Quarter
Ended
June 30,
1986

1-2301

Form 10-Q
for the
Quarter
tnded
September 30,
1987



§.1.19

4.1.20

4.1.2]

4.1.22

4.1.23

Exhibit

Medium Term Notes Series A - Indenture 4.1

dated as of September 1, 1988, between
Boston Edison Company and Bank of

Montreal Trust Company

First Supplemental Indenture
dated as of June 1, 1990 to

Indenture dated as of September 1,

1988 with Bank of Montreal Trust
Company - 9 7/8% Debentures Due

4.1

June 1, 2020.

Votes of the Pricing Committee of the 4.1
Board of Directors of Boston Edison
Company taken on December 11, 1950

re: B8 7/8% debentures due
December 15, 1985

Indenture of Trust and Agreement among

4.1.26

the City of Boston, Massachusetts

(acting by and through its

Industrial

Development Financing Authority) and
Harbor Electric Energy Company and
Shawmut Bank, N.A., as Trustee, dated

November 1, 1981,

Votes of the Pricing Committee of the

4.1.27

Board of Directors of Boston Edison
Company taken August 5, 1991 re:
9 3/8% debentures due Aujust 15, 2021

41

SEC Docket

1-2301

Form 10-Q

for the
Quarter Ended
September 30,
1988

1-2301

Torm 8-K
‘ated

June 28, 1990

1-230]

Form 10-Q

for the
Quarter Ended
March 31, 1991

1-2301

Form 10-K
for the
Year Ended
December 31,
1991

1-2301

Form 10-K

For the Year
Ended December
31, 1991



Exhibit  SEC Docket

Filed Herewith:

4.1.24 Revolving Credit Agreement dated - -

as of February 12, 1993

4.1.25 Votes of the Pricing Committee of the - -

Board of Directors of Boston Edison
Company taken September 10, 1992 re:
8 1/4% debentures due September 15, 2022.

4.1.26 Votes of the Pricing Committee of the -

Board of Directors of Boston Edison
Company taken January 27, 1993 re:
6.8% debentures due February 1, 2000.

4.1.27 Votes of the Pricing Committee of the -

NOTE:

NOTE:

Exhibit 10

Board of Directors of Boston Edison
Company taken March 5,1993 re:

5 1/8% debentures due March 15, 1996,
the 5.70% debentures due March 15, 1997,
5.95% debentures due March 15, 1998, the
6.80% debentures due March 15, 2003 and
7.80% debentures due March 15, 2023.

(Other Supplemental Indentures are not filed

herewith since they constitute only conveyances

of additional property to the Trustee under the
Indenture and do not amend the Indenture or

relate to outstanding series of First Mortgage Bonds.)

(The registrant agrees to furnish to the Securities and
Exchange Commission, upon reguest, a copy of any other
instrument with respect to long-term debt of the
registrant. Such other debt instruments are not filed
herzwith since they do not relate to authorized debt
it an amount greater than 10% of registrant’s total assets.)

Material Contracts

Executive Compensation:

Incorporated herein by reference:

10.1.1 Form of Deferred Compensation 10.1.3 1-2301
Agreement, as Amended Form 10-K
November 27, 1986 for the

Year Ended

December 31,

1989.
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10.2

10.2.1

10.2.2

1.3

10.4

10.5.1

Key Executive Benefit Plan

Standard form of Agreement, May
1886, with modifications, applicable
to Bernard W. Reznicek, George W.
Davis and Thomas J. May

Amendment to Key Executive Benefit
Plan dated February 1, 198€

Amendments to Key Executive Benefit
plan dated May 9, 1986

Description of Supplemental Fee
Arrangement for Certain Directors

Executive Annual Incentive
Compensation Plan

Executive Long-Term Incentive
Compensation Plan
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10.3.1

10.4.1

10.1

10.5

10.5

10.5.1

1-2301

Form 1C0-K
for the
Year Ended
December 31,
1991

1-2301

Form 10-K
for the
Year Ended
December 31,
1985

1-2301
for the
Quarter
Ended
June 30,
1986

1-2301

Form 10-K
for the
Year Ended
December 31,
1983

1-2301

Form 10-K
for the
Year Ended
December 31,
1688

1-2301

Form 10-K
for the
Year Ended
December 31,
1988
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10.

10.

10.

10.

Filed

10.

10.

10.

*10.

Refiled

Exhibit

6 Deferred Compensation Plan 10.8

7 19581 Director Stock Plan 10.1

8 Performance Share Plan 10.1

9 Agreement with Stephen J. Sweeney 10.10
dated September 27, 1990

herewith:

10 Deferred Compencation Trust -

between Boston Edison Company
and State Street Bank and
Trust Comoany dated

February 2, 1983,

11 Boston Edison Company Deferred -
Fee Plan dated January 1, 1990

12 Boston Edison Company Deferred -
Compensation Plan dated
January 1, 1990

13 Key Executive Benefit Plan -

pursuant to SEC record retention rules.
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SEC Docket

1-2301

Form 10-K
for the Year
Ended
December 31,
1989

1-2301

form 10-Q

for the
Quater Ended
Marct: 31, 1981

1-2301

Form 10-Q

for the
Quarter Ended
September 30,
1991

1-2301

Form 10-K
for the
Year Ended
December 31,
1991.



Exhibit  SEC Docket
Exhibit 13 Annual Report to Shareholders
Filed herewith:

i3.1 Boston Edison Company Annual Report to Shareholders
for the Year Ended December 31, 1992, which, except
for those portions thereof which are expressly
incorporated by reference herein, is furnished for
the information of the Securities and Exchange
Commission and is not deemed to be "filed" as part of
this report.

Exhibit 18 Letter re: Change in Accounting Principle

Incorporated herein by reference:

18.1 Letter of Independent Certified 18.1 1-2301
Public Accountants Form 10-Q
for the
Quarter
Ended March
31, 19%0
Exhibit 22 Subsidiaries of the Registrant

22.1 Harbor Electric Energy Company
(incorporated in Massachusetts) is
a wholly-owned subsidiary of Boston
Edison Company.

Exhibit 24 Consent of Independent Accountants.
Filed herewith:

24.1 Consent of Independent Accountants to incorporate,
by reference, their opinion included with this
Form 10-K, in the Form S-3 Registration Statements
filed by the Company on September 14, 1990
(File No. 33-36824), February 3, 1993
(File No. 33-57840) and in the Form S-8
Registration Statements filed by the Company
on October 10, 1985 (File No. 33-00810)

July 28, 1986 (File No. 33-7558),
December 31, 1990 (File No. 33-38434),
June 5, 1992 (33-48424 and 33-4B42%5) and
March 17, 1993 (33-59662 and 33-59682).
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Exhibit  SEC Docket
Exhibit 28 Other Exhibits
Incorporated herein by reference:
28.1 DPU Settlement Agreement with 28.1 1-2301
Boston Edison Company dated Form 8-K
October 3, 1989 dated October
3, 1989
28.2 Settlement Agreement between Boston 28 ! 1-2301
Edison Company and Commonwealth Form 8-K
Electric Company, Montaup Electric dated
Company and the Municipal December
Light Department of the Town of 21, 1989
Reading, Massachusetts, dated
January 5, 1990.
28.3 Pilgrim Outage Case Settiement between 28.2 1-2301
Boston Edison Company and Reading Form 8-K
Municipal Light Department regarding dated
Contract Demand Rate, dated December December
21, 1989. 21, 1989
28.4 Settlement Agreement Between Boston 28.2 1-23C1
Edison Company and City of Holyoke Form 10-Q
Gas and Electric Department et. al., for the
dated April 26, 1990. Quarter
Ended
March 31,
1990
28.5 Information reguired by SEC Form 11-K - 1-2301 Form 8
for certain Company empioyee benefit plans Amendment to
for the years ended December 31, 1991 and SEC Form 10-K

1990. Pursuant to the current rules and
regulations of the Securities and Exchange

for the years
ended

Commission this information may be filed December 31,
as an exhibit to SEC Form 10-K, via a Form 198] and
8 amendment, subseguent to the Company’s 1990, dated

filing of SEC Form 10-K. June 26, 1992 and June

28, 1991, respectively.

28.6 DPU Settlement Agreement with Boston 28.2 1-2301
Edison Company, dated October 23, 1992 Form 10-Q
for the Quarter
Ended September 30,
1992.
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Item 14(b): REPORTS ON FORM 8-K
There were no Form 8-K's filed by the Company in the fourth quarter of 1992.

A Form 8-K dated January 28, 1993, was filed with the Securities and Exchange Commission
by the Company. This report contained a press release announcing the Company’s earnings
for the year ended December 31, 1992, as well as disclosures regarding the Company’s
planned adoption of Statement of Finmancial Accounting Standards No. 106 - "Accounting for
Postretirement Benefits Other than Pensions®.

A Form 8-K dated Febr:.ry 11, 1993 was filed with the Securities and Exchange Commission
by the Company which ¢ rtained its 1992 Annual Report to Shareholders.

47



SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of
1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

BOSTON EDISON COMPANY

Charles E. Peiers, Jr.
Senior Vice President - Finance
(Principal Financial Officer)

Date: March 25, 1993

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has
been signed below by the following persons on behalf of the registrant and in the
capacities indicated on the 25th day of March 1993.

/s/ Bernard W. Rernicek Chairman, President and Chief Executive
Bernard W. Reznicek Officer

Executive Vice President and Director

Thomas J: May

i Executive Vice President and Director
George W. Davis

‘ fer, Jr. Vice President, Controller and
Robert J. Weafer, Jr. Chief Accounting Officer
1 Director

William F. Connell

n Director
Gary L. Countryman

T .

i r. Director
Thomas G. Dignan, Jr.

48



Charles K. Gifford

i
Nelson S. Gifford

tt

Kénneth 1. Guscott

Matina S. Horner

i1l nly

William D. Manly

ry H.
Sherry H. Penney

r r.
Herbert Roth, Jr.

y

Stephen J: Sweeney

1

Paul E. Tsongas

raket

Charles A. ZIraket

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

49

B e = e



R—

% COO ers CEItie0 PUDIC ACCOUNANS
- &Lybrand

To the Stockholders and Directors of
Boston Edison Company

We have audite? ile consolidated financial statements of Boston Edison Company
and subsidiary (the "Company”) as of December 31, 1992 and 1991 and for each of the
three vears in the period ended December 31, 1992, which financial statements are
included on pages 26 through 42 of the 1992 Annual Report to Shareholders of the
Company and incorporated by reference herein. We have also audited the financial
statement schedules listed in Item 14(a) of this Form 10-K. These consolidated financial
statements and financial statement schedules are the responsitulity of the Company’s
management. Our responsibility is to express an opinion on these financial statements
and financial statement schedules based on our audits.

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present
fairly, in all material respects, the consolidated financial position of the Company as of
December 31, 1992 and 191, and the consolidated results of its operations and its cash
flows for each of the three years in the period ended December 31, 1992, in conformity
with generally accepted accounting principles. In addition, in our opinion, the
consolidated financial statement schedules referred to above, when considered in relation
to the basic consolidated financial statements taken as a whole, present fairly, in all
material respects, the information required to be included therein.

As discussed in Note A of "Notes to Consolidated Financial Statements”, in 1990
the Company changed to the unbilled method of recognizing revenues.

1
W/W
Boston, Massachusetts COOPERS & LYBRAND
January 26, 1993



