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Financial highlights ,

r

y ars ended December 31, >

19"2 1991 % (hange

Operating rn enues (000) s1311.754 51,354,501 + 4.29.

Incorne avadable for t oninion stoc k (000) 390,74S $77,059 + 17.S'' o
6

Conunon shares outstanding - weighted aserage (000) 44.144 39,348 + 9.6"ii

Conanon stat L data: <i

1.arnings jicr thare a 10 s1.96 + 7.1 %

1m idends declared per share s 1 f, H s1.595 + 3.89 b
,

>

l'avuut ratio &, 8146 - 3.7"b
'

ilook salue per share sIGl 517.40 + 4.5%

Return on ascrage conunon equity 11. V i 1.1% + 1.896

l ixed charge wserage (510) 1.9 h 1.h6x + 3.8%

r. nw, r. . ' .sa e,<= 1,.m 1., n uw& w d - eu r. p.r,ol m o,e p, .w w o nf4.rni m it.i nicil .it ..t n ei,te .n u. - i i =2.i
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in 1992 Boston
Edison organized

** its service temtory
into three geo-
graphic areas to
better meet the
needs of customers
and communities.

Our customers are
demanding flexibility About the
and choices, and Company
the communities we
serve rightfully

k. >uraw expect us to be a ' Boston Edison is a
good neighbor. In

public utility engagedestablishing three
areas, et is our principally in the gw
objective to work eration, purchase,
more closely with transmission, distrib-p,

jy customers, deliver ution and sale of elec-
our services on a tric energy. It was

inc rp rated in 1886.
Y

~

n ese t e value
We supply electricity'! of our products and

- q services to custo- at retail to an area of
mers and to par- approximately 590

8* ticipate in and square miles wrthin

[ l h support impori. ant 30 miles of Boston,
community encompassing thej

f City of Boston and 39" ' * ' ' * " '
,

'4
~

surrounding cities and
towns. The population
of the temtory served

j g
uw at retail is approxi-

mately 1,500.000.

We also suppty eleo-
g

tricity to other utilL
0 t,es and mun,cipai

electric depart.ments
at wholesale for
resale. About 85 pers

,

cent of our revenues
are derived from
retail electric sales,

13 percent from
wholesale sales and 2
percent from other
sources.

Serviced by Boston Edison:
E Northeast Area
E Central Area
E Southwest Area

Mi Wholesale customer '

O Mystic Station, Everett

G New Boston Station South Boston 1

O Pilgrim Nuclear Power Station, Plymouth

-
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Retail Sales Growth internal Generation
#

% annual growth %
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Despite cooler weather, retail sales Internal cash generation continues
began a slight rebound in 1992. to unprove each year as we fund

*more capital expenditures from
operating cash flow.

.
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Earnings Per Share From Dividends Paid Per Share
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,

Earnings per share rose 7% Dividends per share increased ;

in 1992. 50.06 in each of the last three . (
years. ;
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Dear Shareholder: i

Boston Edison is a healthy, stable electric utility, perli>rming among the best in the industry.

Earnings from 1992 operations reached 52.10 per share of common stock, compared to 51.96 j

in 1991. For the third consecutise year, we increasal your dividend by six cents per share or i
3.7 percent. The price of common stm k increased from s24.75 per share to 527.50 at the

stock market's close on December 31. Combined, these increases provided you with a total .;
return on your imestment of 18.8 pen'ent, whic h means for the fourth mnsecutive year, i

Ibston Edison outperli>rmed the aserages of both the merall stock market and the industry. .j

Among our most notable accomplishments in 1992 w as the suaessful completion of a semnd f
mnsecutise three-year rate settlement. This agreement enables the Company to meet goals fi>r -[
continuni financial progress, while stabilizing the cost of electricitv to our customcrs. Me :

reached another settlement in 1992, u hich nill pnnide recovery of our Demand-Side Manage- !
*

ment (DSM) program co ts through 1994 fmancial incentises for outstanding DSM perfor-

mance and recoverv of res enues lost due to lower sales resuhing from DSM. And, during the j

summer we mmpleted our second common stock offering within nine months. With the sale |
of an additional 2.3 million shans, we have strengthened our balance sheet to a conunon equity |
lesel of 39 penrnt. }

:

The news was not all good in 1992. During the fourth quarter, we wrote down our 55 mil- 'i

lion investment in the Edgar Energy Park projat. Since we can see no olnious need for new {
generating capacitv for seseral ycars, we have deferred the project. ;

There were many operational acmmplishments in 1992. We heat the competition fier our |
largest customer's business by submitting the winning bid for the Massachusetts liat Transit [

Authority's long-term power needs. All of our generating plants performed well; our DSM pro- -[
grams received praise from state regulators; our sersice reliabihty improved to'its best in 11 |

!

years; and our merall famrability rating with residential customers remained at 85 penrut for
the second consemtive rear. |

. ,

With out three-y car rate settlement in place, our regulators future is more stable than other f
utilities, and our financial outlook is bright. It seems now v.e have the opportunity to focus ||
some attention on the future. ;

t

The top priority issue P.oston Edison faces is competition. Our goal is to be the energy j
prmider of choice from the standpoint of both cost and customer service. Therefore, we must {
fi>cus all ef forts on meeting our customers' needs. To do that, we will employ new technologies i

and replace outdated methods; he more flexible and accommodating; and encourage more j

cross 43rganizational teamw ork and cooperation. f
,

' The second big issue is the emironment. Enactment of the Clean Air Act and the National

Energy Strategy is pnniding cuellent opportunities to promote the eflicient use of all energies
..

and to ofter electricity as a way of reducing emissions from mobile sources, such as automo, {
biles, mass transportation and lawn mowers. For the immediate future, we will stress the pro- |
duction of" clean electricity" and continue to promote elliciency through DSM services and {
6ther new electrotechnologies. .|

Another very important issue is the economy, especially as it afTects our financial heahh. %e i

will continue to support its revival through our own Economic Development programs, which |
.t

)
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are detaded later in this report. We must also create our im n economic gnm th, and some of !
the best opportunities can be pursued through unregulated subsidiaries. We base filed a plan !

u ith the Massachusetts Department of Pubhc Utihticostate regulatoro, scrLing apprmal to {
form such a subsidiars. Through it, we wouhl imest up to 54 5 million of equity in IBM scr- |
sices, generation services and electric tramportation. Am new businen opportunitics ne pur- ;

sue will be related to our core energy bu iner, u here ne have a prmen expernse. j

We face many challenges in these ihanging times for our industrs, but none arc so serious as {

(ompetition. We will succeed because our manaecrs understand the new busince emironment i

and base an entreprencurial spirit to meet it. Our employees vicu competition as an opportu- ;

nits to grou and are prepared and motisated to uork togcihcr. lioston Edison't, proud record |

goes bat k to the scrs beginnings of the ilectric energs story. We outperiormed the competi- !

tion then and became the power of Itoston. We are positioned to do so again. j
t

Today our product is more compt titnch priced, our DSM programs help customers put elec-
|

tricity to the best and most efficient use and our service is scry rdiable. We are ready for the j

< hallenge of compcotion, u c are in control of our businer and we are creating our future. |
i

i

| - ^ ^ -
. .r

,

licrnard W. itcinicek |
Chairman, President and Chirl becutise Olficer

i
Februars 11,19H j
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Annual Total Return Capitalization Syst.cm Average i
to Shareholders Interruption :

Duration [SAID] |% total retum
Minutes40 ;

200 i

O
.

15
-

,

'

; t

10
' '

E Common equity 100
5 g Preferred / |

! ! preference equity |0
E Long-term det:t

-5 50
*BB '89 '90 '91 ~B2 *BB'89'90'91*S2

)
Annual total return to Our capital structure in 1992 t.he reliability of
shareholders has at the end of 1992 our system hit an eleven t
exceeded industry and includes the sale of year high by providing the ,'market averaDes for 2.3 million shares of lowest average number of

'

the past four years. common stock, minutes within the year
,'further improving our that a customer was

financial strength, without power since 1981. ;

i
,

j
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Mission-
-

h Statement

f h! Energy and energy

p.
' - services are the

- reason we are in
business. To estab-
lish and maintain
the lasting confr

f'

; j dence of all theA
-

'

' '

publics we serve,,
"

. our mission must be
to provide energy
and energy services
in a safe, envron-

mentally sound,
-

- competititely priced
,

,
-#~

.

and reliable manner.
Rising standards of

|
excellence will guide

- us in achieving our
mission.

n
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Tom May (left)
Boston Ed; son

Executive Vice

President

*We have been

preparing for compet>
tion for the past five

years, kee *ig costs
down and getting to
know our customers
better. We are partic-
utarty proud that we
have improved our r

competruve posruon g:
1with regard to pnce.

We are now the f ec-
und lowest <ost
provider of electncity
among the state's
major utilices; we
were once the high-
est-cost utilrty. We
are also proud that
our power plants

'already meet emission <'

standards estabbshed .

f

'

by the Clean Air Act f p
fand produce the -- t

cleanest electncity in , je;,
Massachusetts * * <

t
~

x

* ~ Wid[
'

George Davis
Boston Edison f
Executwe Vice *

1

President |

"We are in business ,3

for our customers, f "f

employees, sharehold-
ers and our communk 1-

ties, which are vitally .

,'
smportant to our ;1

'

future success. Beeng
a good neighbor and .

contributing to the -

'

area's quahty of life en
- 1a meaningful way are

.

r ~"es important as pro- g
viding excellent ser. d
sce All of our
employees recognize
this and are working
hard to meet our y
neighbors' expect * ]

!tions."

6

_
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i"The settlement is indicative of <s
improved relations with
state regulators..."i ,

<

!
|

| Stable Financial Condition !
|

5

h

Stability and predictabihtv for all stakchuhlers in |50ston [[dison are;

important advantages of the latest rate settlement. It pencrates $42 mil- j
; lion annualh in new resenues, beginning in 1993, through a perf ormance

-

(harge has d on Pilgrim Nuclear Poucr Station', (Pilgrin Station) opera- .j

. tions, and additionalincreases of 529 million in eat h scar,1994 and 199 3 .

3
p

| The abilits to retain any sasings reali/cd hs officient optrations and other ,

s
'

| resour(es will also help the Compant reach the 1992 settlement's return
i
i! on equity cap of 11.75 percent.
:

linder the terms of another setticment reached in 1992, the Compam's -
'

spending for lhM programs uill he set at 55 3 6 million in 1793 and Doug Horan (topi
1

|
5 57.; million in 1994. A portion of these costs will he recm cred as spent, Boston Edison ;

4

while a majoritt will he capitalized and expensed user a six-year period. General counsel and |
'

!. We u ill recos er one-sixth of these (osts cach year and he able to earn a Jim Judge
'

Assistant TreasurerI
return on the remaining halance. The agreement aho includes an

i

j allon ance for lost resenues and financial int entises for meeting electricits "Our 1992 rate settle- {'
ment marks theI satints targets.

'
' '

successful negotiation i

1)uring the next two scars, we u ill take advantage oflower interest rates of our second consecu-,

hs issuing up to $ l . I hillion in securities. State regulators apprm ed our tive three-year agree-

financing plan, whit h calls f or most of the funds to be dedicated to refl ment. The settlement'

is indicative ofnancing existing long-term securities, w hih the balam e will he asailahlc ,

' ' improved relations with !*

for either capital expenditures or refinancing short-term debt. ;
- st. ate regulators and: t

f I lectrititv sales rebounded in 1992, increasing 1.0 percent over 1991 the effectiveness of |
sales. And, due to aggreuise expcc tations from our ibm programs, our our case preparation. ;

it pr vides stability for
forecast for (ompound annual sales growth is 0.5 pc cent through the scar

' customers, sharehold- t

' ~ crs and our Company." .

I-

Challenges to financial perf ormance in 199 3 uill be inflationart increas-|
es in operations and maintenance expenses and continued increases in

properts taxes and depreciation expenses. Throuch strict cue control and i<

!

the implementation of efficiency imprmements, however, we expect our

record of financial progrew to continue.
'

>
4

!
I

k

1 !
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j '

j
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" Boston Edison's efficient lighting i,

!program was a big hit..,";

Operational Excellence !
a
'

i
:. <

<
1

; The reliability of electrical generation and distribution to our customers j
Icontinued to imprme in 1992. This trend of excellent perfbrmance is the

result of capital improvements and exceptional employ ee efloris in eg en

corner of the operation. Impnnements to the transtnission and distrihu-

tion system, for instance, reduced the aserage pout r interruption to our

~ Bs
customers to an clesen 3c?" low.

;

j The fbssil fueled generating units, as a group, at hieved their hest eser
j ss stem availability reconi of 85.6 percent in 1992. New ilosten I st t anoth-

er record for consecutise davs of operation, running 226 dau The Mystic

units all perfbrmed w ell, and the mstallation of digital mntrol technologyj

on Mystic 6 made it more attractise fbr dispatc h hv the New England Power

; Pool, increasing it .c.ailability to a 29acar high of 90.9 perc ent.

! Pilgrim Station perfbrmed well during its 20th car of operation, com-3
I Jerilyn McQuade

pleting its mid-cv(le outage under budget and operating ahme its perfor-
" ""

mance target at a capacitV [3ctor of 84.2 perrent. Pilgrim's outstandingi

Efficient Lighting'

'

Program Administrator pc rmana dudng ik lbmonth period ending October 31,1992 carned
] the Company s8.2 million in incentise resenues. Pilgrim Station is per-
q "During our Fall pro- bing m 11 and huld continue m orn (bancid incentim in the f uture.
j motion, we sold more -

j than 10.000 efficient DO1 programs also contributed significantly 1ou ard meeting our cus-
] light bulbs, more than 1omers' needs in 1992. These programs wcre successful in reducing cu - {double our goal *

tomer up hv 290 million kilow atthoum M our 1942 mmmer % I
; through a joint effort

load by 84 megaw atts. Program design is Les to our DSM success, and as
. .

with major chain <

) stoms. We made it noted la state regulators in their order approving recovery of our 1991
j casy for customers to D%i costs, "the Company has put forth a comprehensive set of cost-elTen
y part,icipate by maihng tite programs deserting of a financial bonus f or exemplary performance."
) them instant rebate We ucre awarded sS34,000.
| coupons, which they

z could redeem at par. In 1993 and heyond, we uill focus more closely on capturing DSM

]
ticipating retailers, opportunities in the new construction, remodeling and equipment
hke BJs." replacement markets. For example, ne will offer incentites to customers

for new construction of super efilcient residential, commercial and indus-
j trial buihlings. These officiency imprm ements can he accomplished during

construction at significantly jouer t osts than the more well known retro-*

f]tting options. And, w hile we'll continue to offi r tra<htional D%1 retrofit,

, programs to all classes of customers, ne will seek increased customer

j contributions to project costs in 1993 and beyond.
,.

P
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! "We won the MBTA contract
'

by being flexible..."
,

| Competition and Customer Service

i I
I

I conomic musiderations base drisen some of our largest and ohle(tA

i

j customers to scck potentially less expensise suppliers of electricitv. Tuo

w holesale cu tomers, the tow ns of Reading and Welleslev, and our largest

retail customer, the Massac husetts llav Transit Authoritt (MllTAh sought

hids f rom other supplicts to replace contracts u ith lloston i dison that

o cr e due to expire soon.
Arthur Strang

| TheC.ompany won these solicitations and retained these valued Boston Edison
customers hy of fering a " total s alue" pat kage, including price, I bM Manager of Wholesale
incentises and other senit es. All of the w t controls and ciliciency G Customer Generstion

|'
,

| imprmements we hase implemented mer the past fisc 3 cars made it ,We won the MBTA

{ possible for us to successfulh compete- contract by being

When it t Omes to cornpetition, we not onIV intend to retam current hNe, guaranteeing
|

significant cost sav- 1j
. customers, but oc eNpect to increase our share of the state s energy mar-

,

I

j ings, emphasiz.ing the
j kot. We succcululh reached a new agreement to s ontinue prmiding long- continuing power

| term power to the tow n of Concord, and we are aggrewnelv pursuing delivery relationship for
i new wholesale customers. We are working uith state segulators and non- the territory which we

bot.h serve and devel-utilits generators to ensure all part hased power is necessan and least_
oping a part.nership to

|! cost. And, ur are running our ow n generating units to outperform the
,

promote electne trans- i'

t ompetition in the areas of price and reliability. port.ation technologies !
Our 17conomic Desclopment department, established in 1W1, seeks to help and DSM services." I

q

j rentali/c the ikiston an a econonn and further strengthen the Compam's

; financial health. Ik rnard ReeniccL, Chairman, President and ChiefIAccutis c

| 00icer, is chairing the Massa husetts Ambassadors Program, an effort spon-

| sored bv Gosernor William \% hl that emplovs the state's corporate CEO's to
| retruit new businesses to our area.

| Itoston Ldison is abo participatint n a c ooperatisc site finding cf fort, .i
- I

which pnnides potential new businesses access to a statewide real estate ;

database of comrnercial and industrial properties and demographics, ;
'

] taxes, regulatorv requirements and anv incentisc programs for relm ating
to Massac husetts.

| To improse servit c reliabilitv, we base autornated the equipmerit in our
merhead distribution system and implemented new technologies in our,

i underground system. A new state-of-the-art Energy Control Svstem is
1

i.
being built at our linston seni(c Center to improve (hstribution of elec.

~

{ tricity within our senice area. We base installed a new incoming tele-
3 phone call management system, and we are descloping a customer
l portfolio u stem that u ill prmide customers with "oncatop shopping" for

billing questions, problems with service, applications for new service andi

requests fo- DSM programs.
,

11
J
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"We are positioning ourselves
'

to be in the forefront of i
:
'

technological advancements..."
,

; New Opportunities

: !

l. i

(htr first subdiu s is the Harbor I lectric Energy Compant (IILEC). It1 -
'

leases facilities for di~tnbution of tlectricity to the Massachusetts Waterie
,n
,

Resources Authority (MWR A), w hich is constructing new w aste u ater,

treatment facihties for use in cleaning up lloston Harbor. in I?94, IllIC
*

u ill aho begin procithng the MWRA u ith backup generation, u hich will

provide a cost-cifictise solution to their need for a second source of power,i

j Jim Hogarth and 4tcr 1994, will provide lloston Edison approximatch $13 million in
B ston Edison

: ,,d reu nues
i Elb.:t.ric Vehicle

r tiuct Manager We haw filed a plan with state regulators to form a new subsidiar), the

Bmton Enugy b hnology Goup dioston Energy ). lloston Encrgy uouhl. gy, pxg;n9

Ou. seks t& in the be an unregulated subsidian that uouhlimest in new sentures related to
'

| trefront nf tcchno. Our core businew. We seek apprmal to imest up to s4 5 million in oppor-
) logreal advancernorr.,s tunities like DSM senices, elcaric transportation deselopment and gen-
4 in the develop %

eration-related services such as engineermg, operations and Iuel
eternatrve fuel trans- '

procurement.

; Recent.ly enacted We are currenth working closely with the Massachusetts Port Authority
| state and federal and tbc Electric Pouer Research Institute on a research proposal for the

clean air standartis 6 0- d- 'Mi d
- will greatly facilitate '

od M in ib h h d m -
. r

) attempts to position erniens from the airport, the proposal indudes clearification of buses,

i emission-free electnc bagage handling and other means of ground transportation. We are aho j
transportation as the h.oking for opportunities to increase electric-p(mered ' mass transportation.

'

; environmental
Expectm:' to be a major participant in the development of electric trans-choice. We will play aa -

leadership role in portation, u e are currently testing ses cral electric vans and cars in our

j that movement." flect and dosch following cledric schicle deselopment. Our interests may

i not be in the anual manufacture of schides but rather in the recharging :

! station market. Whateser form this business opportunity takes, it couhl

) prmide a real bonus by generating new resenues uhile unpmsing the emi-
'

ronment by taking advantage, for the most part, of off peak generation to
recharge the schicles.

.

,
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Anita Rajan
Solectna Corporation

President
Arkngton. MA

*Dur dream is that
the vehicle of tomor-
row be environmen-
tally correct. We
are converting GEO

M '#** ''* * ** *'

r. . .: J. . , .
ventional gasohne;;.,,,;. . r"- 4

[[[' ~

- powered cars that,

- pollute our environ-
ment into exhaust-
free electnc
vehicles. Boston
Edison is helping
make our dream

- come true by pur-
! chasing and testing

our vehecies in their
fleet."
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John Cunningham
Boston Edtson s '

-

Pilgnm Station

Technician
~

k
''

Nuclear Control
i" O ~

,.v.. .

..

"We are very proud of - ,I ,,

our accomphshments -

at Pilgnm Station dur- - -

ing 1992, especially ?

the one in which we
exceeded the state .\-,

regulators' target for ' ' ' .

capacity and earned .. .'h~ 5[;h , ,_
'

the Company over $8
-

milhon in incentive -

.

revenues. We will ''-
..

continue to pursue - 5 .
_

' L-
operational excellence .

. ;:de . -

'

in 1993." .g .

_

; ;
. .

-

. . .
'

".'_. . . . -, .

a ' , ' _ .y .

I' ' s; _ _. Oy[ :. ,- :::
_

ye .. %. .

* . . . :,

, s'|-
4

- I

L :.
..

, - , .

's
'

r

i4

.
-

.

.
-



.. . .. . . ._.

!

|
,

F
: !

! !

j "We're very proud of our |
| accomplishments.. ." :

!

|> e-
Employee Effectiveness !

"

<
- i

'

l

Sescral initiatises ucre hegun in 1992 to (hange the intrina! structure of ,1

|
Ik>ston Edison, and some of the outcomes indude reduced costs, |

;

j imprmed ciliciencies and increased productivits. These ucre accom-
1 plished in combining (crtain jobs, eliminating lasers of managemem and ,

) implementing new technologies. We suu cssfullv dec reased through attri-

) tion the numhcr of emphnees from 4637 to 4540, or 2.1 percent. Since ,,

. our target is to reduce the work force hv one to two percent annualh, this !

puts us ahead of our goal to reach 4000 employees in the scar 2000.

;. Another change allects the selection of new managers. For scars we con- |

sidered education, perfiirmance, scars of experience, and technical abilits. |
'

| Neu to the process are ( haracteristics and behasiors, < alled competencies, Jimmy Wilson (topl I

Bost n Edison'

that set superior perfiirming managers apart from others. We look fhr the
New Boston Plant e

ability to manage change and communicate uith employ ecs, and quah. .ties . t
Services Supervisor -

sut h as leadership, flexibihtv, ibru ard thinking and customer focu'- and Steve Turcott
4

; Through a competenes based selection process, ne are developing Mystic 7 Watch |

stronger managers, u ho (an meet todan (hallenges and prepare t}ie Engineer ;
-

4

j Compam for the future. .we had our greatest |
.

We hase also initiated a project to resicu and imprme the effkiencV and year ever in te-ms of j

e ency, availability
tII'ectiseness of Compam operations. Kes managers are working together

t 1 and operations. Ou-
in design teams to create a sision f.or their respective organization's f uture' achievements are,

diagno-e current issues and problem 3, determine u hk h existing services attributable to team- )
are no longer necessary and u hich new ones mu t he implemented, and work, common goals

]
and attention to !desdop an implementation plan for needed reorganization. All organiza~
# 5'** *

) tium are to complete this resieu process hv the end of 1993.
hauled our older fossil1

The Power Deliserv organieation is now implementing the resuhs and units, upgraded equip-

j recommendations of its self examination. Tlics realigned the underground ment and installed
new digital control

l divi +: ions by craft and created an operations division to handle scheduling.
' systems."

,

These (hanges haic led to increased productis ity; in some instances tripling
j the amount of maintenance work that can he accomplished in one week.
|

! 4

]

,

i
i

|
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|

|
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"Too often our children
take electricity for granted..."

i
~

Community Reputationi 1

1
. -
I

.

y

Capturing opportunitics and sohing probicms at the first point of aintad,

is the best strategy for carning a good o.mmunity reputation. Regular;

' '
communit ations u ith our neighbors eliminates misunderstandings and

I resuh . in relationships that are mutualh henclicial.

Aher assewing our communits relations eff orts of ret ent 3 cars, we

restructured our entire program for drahng with our neighbors. We reali/c
'

Dena Lehman that es en the most routine actions like keeping our facilities neat, the grass
Boston Edison mowed and trut ks < leaned impad our reputation. That's uhv we made

*

Manager, Educational nus ratie y W M mp' % gonlh M Q wServices
are providing training and information to emplmees on the importance of

' '1n 1993 we am community intohement and being sensitise to our neighbors' needs. I

! introducing a ternfic
; new program for high in South lioston, for instance, to ensure the cleanest air possible ne are

j school students called u orking (losch u ith residt nts during installation of environmental morhii-
'

in Concert With The cations to our New lio ton ' station. We also invited the communitv 1o join I

Environment'* After
m in monitoring the air qualits in South 130ston, and working with a group

complet!ng the<

of concerned (iti/ ens, ne hase identified a number ol u ass in w hit h we. .

f course, student.s will
! recognize their (un padh ph positisch in the t ommmiitt

]
f responsibility to pro ~ A partnership we are parti (ularlv excited about imohe. Northeastern |
{

tect the environment,
. h m6 e u a mid mese as dw Nm

'

I and hopefully they will
on oun on, u om on , e u( a on, m omnent,be committed to tak-

|

| ing hfelong steps to ( conomic deu lopment and the arts. In Northeastern tinhersity's Itallbur I

i effect positive Academy program, Boston public school students in grades 7 through 12 |
change.' u ill be pn nided mentoring and tutorial services during the school year and |

| summer courses housing on math and science. Lipon successf ul graduation 1

from hi h school, these students u dl be ofTered tuition assistance at North-- g
] eastern through the Boston Iidison St holars Progrant The Roston Edison

1 oundation uill ounmit 52 50,000 over the next fhe wars to this partner-- I
,

1

; ship, and will look ihr other opportunities to imprme the quality of life in
,

.

y the Greater Hoston area. I

i blav, simph providing good service is not enough. A company must he a
| good neighbor and make a positive contribution to the conununities it
I scrws, especially in areas w here its facilitics bas e a major impact. Since
! Boston F dison has high visibilits throughout our service area, the public's

eXpedation5 o[us are liigb. We a}l nork bard to meet their expectations,

,

4

i
4

4
a

J
J
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Jeanne McCabe

C.R. Edwards

3*
.

.

Middle School3
'' ' Teacher

'

"# Charlestown MA
I

T
_

" Boston Edison's

J ''s , educational programs j

O are a vita! part of my
annual curriculum. Too

' often our children take

!
electricity for granted

- and do not reahre its
. .

$i{| [ dangers. Edison's Al.x

Y(..L;y
Davis teaches my stw'"

dents not only how
<

,.

k, *%d.n' a; '
'

!. b . electricity is made and'

. '.
distributed, but also' '

-

",
* 't the key safety rules toy "s .

'
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Company Generated Fuel Mix Fossi! System Availability

% sveilable

100
,1

1

)
:

90

!

l
;

80 - ')
i

70

E Nuclear J

,;
E Oil !

!

M - Gas 80
, , g , ;

1992 Company generated fuel mix in 1992 the average availability of ,

was balanced because our three our fossil system was its best ever,
.jlargest fossif units can burn either by having our units available to run

oil or gas, whichever is cheapest, B5.6% of the time,
t

8

i

Complement Retail Customer Sales Mix

# of employees
5000

4800

' 4600

4400

- E Commercial
4200 -

E Residential
E industrial & other .

4000
'88 '89 '90 91 '92

Through attrition we have been able to The stability of our commercial and
reduce our number of employees to residential sectors in our retail
their 1988 level and are on track for customer mix helps minimize the
reducing those numbers by 1 - 2% effects of regional economic swings.
annually through the year 2000.,.

18
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Management's Discussion and Analysis

Regulatory Proceedings Retail Settlement Agreement), relating to certain proceed-

ings in which we were imulved. l]nder that agreement, we
RetailSettlement A 'rcementsb agreed to h.mit retail rewnue increases prior to h.ovember 1,

.

On October 30,1992, the Commonweahh of Massac husetts
1992 to approximatelv 2% per rear, subject to adjustment

Department of Public litilities (state regulators) appnned a
-

Jbased on the performance of 1 ilgrim $tation. In accordance
settlement agreement (the 1992 Retail Settlement Agree-

with this settlement agreement, annual retail revenues
.

ment) relating to the request we filed on April 13,1992 to
mercased approximately $20,000,000, 522,500,000 and
.

increase our rates charged to retail customers. The agree-
525,000,000 on N.ovember 1,1989,1990 and 1991, respec-

ment covers the three years f. rom Nmember 1,199'
tirely, adjusted f.or the performance of Pilgrim Statmn. In

.

through October 31,1995. During the first war it provides
addition, the agreement allowed us to make accounting'

us with additional revenues from billings under the new per- '

adjustments by adding bac k into income certain deferred
formance adjustment rate established by the 1989 Retail Set-

income tax reserves up to 5 38,000,000 mer the three years
tlement Agreement. We uill charge customers an additional

and certain municipal property tax abatements.
542,000,000 in revenues for the first performance year sub-

ject to adjustment based upon the performance of Pilgrim Results of Operations ;

Nudcar Power Station (Pilgrim Station). This performance |
. 1992 Versus 1991

adjustment w as established in our 1989 Retad Settlement
Earnings per common share amounted to 52.10 in 1992 and

Agreement (d.iscussed below) and took effect h.ovember 1,
51.96 in 1991.

1992. The agreement also prmides us with a resenue
.. Total 1992 oI>cratino rnenues amounted toincrease of 529,000,000 m. the second year, and an additmn- o

51,411,753,000, an increase of 4.2% mer the prior rear,
al 529,000,000 increase in the third year. M,e are also limit- -

broken down as folkm s:
ed to a rate of return on common equity of 11.75% in the
calendar years 1993,1994 and 1995, exclusive of any penal.

ties or rewards resulting from any performance incentise 1.0% increase in retail electricity sales billed 515,443,000
mechanisms. Inacase in performance rate rnenued') 24,431,000

The 1992 Retail Settlement Agreement alhm s us to Decrease in fuel and purc hased power
Madd back into income in 1993 and 1994 up to a total of revenues (12,217,000)

530,000,000 of certain previously recorded deferred income Increase in wholesale sales, interchange
tax resenes if we would not otherwise achieve an 11.75% and other (O 29,595,000

| rate of return on mmmon eqmty in those years (exdusise of increase in total revenues 557,252,000

any penalties or rew ards from incentives). The agreement

also provides for the reemer) of certain regulatory auets @ In acmrdance with the 1989 Retail Settlement Agreement,
k as deferred nudear outage-related and other deferred retail rn enues increased by approximatdy $25,000,000 oversuc

costs and increases in nuclear decommissioning. Alm, we the period Nmember 1,1991 to Onober 31,1992. We also
will not expense any remaining msts asmciated with the can- remrded in the fourth quarter of 1992 approximatdy

celled Pilgrim 2 nudear unit in 1993, but uill instead 58.200,000 in incenthe rnenues for the same period, based

expense them in 1994 and/or 1995. Additionally, the agree. upon Pilgrim Station'uapacity factor exceechng its target.

ment stipulates that no change will be made to the rates we We kgan charging customers for this amount on November

charge customers during the settlement period due to the 1,1992 and for appmumatch u2Nm unda the new-
performance adjustment rate,. termination on October 31,1993 of. long-term purchased.a

power contract (with annual charges of approximately (b) Decreases in fuel and purchased power revenues are due pri-

560,000,000) or any potential replacement of that contract marih to an increase in short term power sales whiduerte

with a new long-term purchased power contract. We also to reduce bilhngs to customers. The majority of fuel and pur-

agreed to mntinue our im estment in demand side manage- chased pow n npenses are collected from our customers

ment (DSM) conservation programs through 1994 and Anmgh fuel and punhaed you n rn enues.

established a procedure to collect the costs of these pro- (c) ReDects increased sales due to inercased output from Pilgrim
grams from customers. Station and in enues from DSM program costs related to -

On October 31,1989, state regulators approved a set. 1991 expenditures, lost sales revenues from the dectricity

tlement agreement efTectise Nmember 1,1989 (the 1989 sas ed from these programs and incentives.

'20
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Purchased power and demand side management Retail settlement Agreement, we expect our elTective

expense increased 524,4S4,000 principally due to new long- income tax rate to be approximately 20% in 1993. i

term purchased power mntracts. The c wt of purchased in 1992 we expensed approximately $8,000,000 of '

pmver contracts is collected primarily through fuel and pur- costs previousiv imested in the deferred Edgar Energy Park ' '

chased power rnenues. In 1991 we deferred 59,200,000 of pmject. This is included in "Other, net'' in the consolidated

DSM costs, of u hich approximately 58,000,000 nas statements ofinueme at Decembs r 31,1992.
,

expensed and c dlected from customers in 1992 in accor- lbtal interest expense dechned 56,484,000 primarily i

dance with an order from state regulators. The remainder due to louer interest rates on our aserage slmrt-term bor, '

will be expensed and collected in 1993. In 1992 we deferred rowings. Allowance for funds used during construction

514,000,000 of DSM costs, for u hich we receised apprm al ( AFUI)C, u hich represent, the financing msts of mnstruc- i

'I
to expense and collect from customers mer tuehe months tion) totaled 57,847,000, a dechne of 13% from 1991, pri-
beginning in February 1993. marily due to a hmer AFUDC rate. .

'

Other operations and maintenam e expenses increased Prcierred and preference dividends dechned $1,061,000

58,592,000 due to increases in employee benefit expenses primarily due to the replacement of the s1.46 preference

and had debts. Approximately 56,100,000 of pension costs < ten k u ith a less costly new issue of preferred stock.

u as deferred in 1992 as compared to 54,300,000 in 1991. Net income inneased s 12,628,000 or 13%. Howner, ,

The 1992 Retail Settlement Agreement allow s us to contin- earnings per common share for 1992 increased only 7%,
;

ue to defer these mits and assures us recm cry from cus- reflecting an increase in the weighted aserage number of
'

tomers mer time. In 1991 we also deferred s 3,600,000 of common shares outstanding primarily associated with our

storm costs associated with damage caused by an August hur- 1991 and 1992 common stock issuances. '

ricane. We received approval from state regulators to charge
-

,

. 1991 Versus 1990
to customers and expenst these costs over time beginning

Earnirgs per common share amounted to $1.96 in 1991 and -

h.orember 1,1992, as part of the 1992 Retad. Settlement
s2.01 in 1990. Results for 1990 included 50.41 ier common !IAgreement.1.he balance of thesc items are also included .m
share due to the cumulatise effect of a chanoe in accountino '

.Other deferred debits on the consolidated balance sheet at
. . o 6

principle clTective January 1,1990 (accrual of unbilled rev-
'

December 31, 1992. < '

enuest Certain reclassifications were made to 1991 data to
In 1991 we deferred approximately 522,871,000 (net) '

conform to the method of. presentation used in 1992. i
of costs associated with the 1991 refueling outage at Pilgrim ,

. 'Ibtal 1991 operating rnenues amounted to -

Station, of whit h 54,901,000 and 52,443,000 wen -i
s1,354,501,000, u hich represented an increase of 3.0% i

expensed in 1992 and 1991, respenis civ. We began to ,

m er the prior year, broken down as follow s:
'

expense these costs mer fise years in September 1991 as -

approved by state regulators. i

Municipal property and other taxes increased 21% duc 1.3% decrease in retail elearicity sales billed s(3,567,000) . .

ta)to the reduaion in residential and commenial real estate Increase in performann rate rn enues 23,401,000

salues associated with a depressed economy nhich resuhed
inacase in {uel and purchased power i

rnenues ( ) 21,144,000in higher tax rates applied to our personal property values.

in accordance with the 1989 Retail Settlement Agreement. Change in w holesale sales, interchange,

municipal property tax expenses were reduced by adding and other (917,000) .

back into income certain tax abatements of s 10,400,000 in increase in total revenun s40,061,000 |

1992 and s13,000,000 in 1991.

He effective annual income tax rate for 1992 was (a) As part of the 1989 Retail settlement Agreement, we were .{
8.7% sersus a 16.5% rate for 1991. Both rates were signilj. permitted to increase our retad rnenues by approximately

cantly affected by the implementation of the terms of1 ie 522,500M chis e Nos emhn 1,1990 and e& dive

1989 Retail Settlement Agreement uhereby we reduced Nos enhn 1,1991 by an addnional 52W,m ,

inmme tax expense by adding back into income certain (b) Increasn in fuel and purchased power res enues are primarily
deferred income taxes of $2 3,000,000 and 513,000,000 for oilset by inerrases in fuel and purchased pou er expenses. We

' 1992 and 1991, respectisely. In addition, federal income tax had increased purchased pow er costs associated with new

expense w as reduced in tlu Ae periods by $7,250,000 and long-term c ontracts and a 16% duline in output from our

s3,700,000, respectisely, due to the deduction of <criain fossil units. This :lechne in output was primarily due to the

""I" '" " hi'h 'h" N'" E"F ""d I"*"' """I 4"I" hi'h ""I
payments mandated by that agreement. Based upon the 1992 |

are a member) has its participants run their pencrating units. ;
L

,

t'
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Other operation and maintenana expenses dedined our ability to control costs and to carn performance incen-

- 5 5,300,000 from 1990. His was primarily due to reduced tives. The 11.75% rate of return may be exceeded if we earn

maintenance and pension expenses, which were partially off- incentises from DSM and generation performance mecha-

- set by increases in labor, urtain employee benefits, research nisms specified in both the 1989 and 1992 Retail Settlement j
and development costs, had debts, and nuclear operations Agreements. If Pilgrim Station operates between 60% to

expense. Through December 31,1991, we deferred 6S% capacitw we will be pnnided with approximately !

!
$22.871,000 of net costs a.ssociated with the 1991 refueling 542,000,000 in re enues in the year November 1,1992

outage at Pilgrim Station. Similarly, about $4,300,000 of through October 31,1993. In the first year this may be ,

pension costs and 5 3,604000 of storm costs associated with adjusted down to approximately $25,000,000 or up to j

damage caused by an August 1991 hurricane wrre deferred. approximately 561,000,000, on a sliding scale, if the unit |

These items were included in "Other deferral debits" on the runs bekm 60% capacity or abme 6S% capacity. Annual res-
'

consolidated balance sheet at December 31,1991. enues can also increase or decrease up to $4,000,000 based !

Municipal property and other tax expenses increased on fossil generation unit performances in each of the threc {

l 8.6% due to the reduction in residential and commercial settlement years. ;

real estate values associated with a depressed economy w hich our clearic generating units, other than Pilgrim Sta. I

resulted in higher tax rates applied to our persanal property tion, are fossil fueblired. The majority of fossil fuel purchas- |
values. In accordance with the 1989 Retail Settlement es is imported residual fuel oil acquired primarily from

Agreement, municipal property tax expenses were reduced international suppliers, and natural gas u hich is supplied on j

by 513,000,000 in both 1991 and 1990 by addmg hat k into an "interruptible" basis. We mrrently charge both our retail [

income certain tax abatements. and wholesale customers for fossil fuel costs inwrred

our effenive income tax rate was 16.5% in 1991 versus through the existing fuel and purchased pow er revenues.

30.4% in 1990 w hich included the cumulative elTect of a
Expened Plant Expenditures and Outlook for the future

change in accounting principle. The 1991 and 1990 rates were
Our current cutimate of plant expenditures over the next five +

affected by the implementation of the terms of the 1989 Retail
years (w hich is subjen to continumg review and adjustmentsh

Settlement Agmment, liased on those terms, we reduced -

is approximately 51,060,000,000 (excluding AFUDC, DSM
income tax expense by adding back into income certain

and $76.000,000 in nuclear fuel expenditurest i

deferred income taxes of approximately $13,000,000 and
'

,

Retail electricity sales billed for 1992 were 1.0% high. !

$2,000,000 in 1991 and 1990, respenively. In addition,1991 ,

er than 1991. A large portion of our electricity sales is in the ;

inmme reflects a redudion m. federal income tax expense of 1

commercial sector as compared to the industrial sector.
5 3,700,000 arism.e from the deduction of certain pavments

- Since New England continues to experience a sluggish econ- :i
mandated by the 1989 Retail Settlement Agreement. - i

omy, u e do not anticipate significant growth in retail elec- 'f

AFUDC totaled 58,984,000, an increase of 2% from ,

tricity sales in the near term. Implementation of DSM d
1990, due to an increase in the construction work m. i-

programs w hich are designed to assist customers in reducing :

progress base, partially offset by a kmer AFUDC rate. ,,
,

their use of electricity may lower growth m, electncity sales.-
,

Totalinterest expense increased $10,610,000, primarily

related to interest on higher long. term debt balances partialh'-
in December 1992 state regulators appnned a DSM settle-

-

ment agreement. This agreement establishes annual DSM
offiet by a decrease m.short. term interest expense due to a

spending levels over $ 50,000,000 through 1994 w ith :

decline in interest rates. %c increase in as erage total lernm - - t

approximately 70% of certain costs mllected from cus- *

ings has been to mver the cost of our plant expenditures. A por-
. tomers over a six.vear Igriod and the remainder collected i

tion of plant expenditures is finanad through funds generated
- i

primarily in the year spent. We will also collect a return on
'

by operations with the balance through external financings. - -

- - the deferred costs, as well as incenth es and recm cry of cer-

Financial Condition, Outlook for the I uture and liquidity tain lost resenues based on the actual electricity saved by our

customers from these DSM programs. !
'

' financial Condition
In February and July 1991 we .mereased our rates

The 1992 Retail Settlement A reement Provides us with charged to three wholesale customers by a total of approxi-
'

E
;

increased customer billing rates m er the three year period

endinEOctober 31,1995. The annual rate of return on
' 59,600,000. In July 1991 ive entered into a settle-mately ,

ment with one of these tluec, the Town of. Reading,
common equity during that period h not permitted to Massachusetts. As a result of th.is settlement no refunds were
exceed 11.75%, exclusive of certain performance incenth es

paid to Reading. On Odober 26,1992, we entered into a
.

,

and penalties. long-term ymer supply agreement with one of the remaining
+

Our ability to achiese or exceed the stipulated rate of
two, the Town of Wellesley, Massachusetts. This agreement, -

'
.

)return on common equitv will be primarily dependent upon
' - w hich was approved .m early 1993 hv federal regulators, setth s

+
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'|

all outstanding cases with Welleslev, including the w holesale early 1993 state regulators apprmed a financing plan which

rate inatase. Pursuant to this agreement, we will make wfunds will allow us to issue up to $ 1,100,000,000 in securities

to Wellesley, which are fully provided for in the mndidated mer the next tnu years and to use the proceeds of these

fmandal statements at Deamler 31,1992. We are mntinuing issuances mostly to refinance outstanding long-term securi-

settlement dismisions uith the remaining wholesale mstomer. ties and hir the payment ofcapital expenditures made for

extensions, additions and imprmcments to our plant invest-
' Liquidity and financing

ment or for the refinancing of short-term debt. In late Janu-
The funds ue gene ated internally through operations

ary 1993 we sold approximately $65,000,000 of 6Po
(excluding the cash nI as ments related to the 1989 settlement

- debentures due m. the year 2000, n.e used thc proaeds to
agreements) represented appuimatelv 90%, 8*'o and 73%

retire short-term debt. In February 199 3 we filed a registra-
.

of our plant expenthtures in the years 1992,1991 and 1940,
tion statement uith the Securities and Exchange Comrm,s-

respectiveh;
- sion to usue the remaining semnties under this plan.

. . .

Our estimate of norking capital needs f.or 1993 and

1994 is expected to be consistent with historical locls liigar Energy Park and f uture Generation
(excluding the effects of the 1969 Retail Settlement Agree- On April 10,1992, the Energv f acihties Siting Council
ment). We meet working capital requirements, as well as (FI SC) iwued its Phase I final decision imolving our 1990
interim financing needs to mver our current program of demand forecast and the Edgar Energy Park project proposal

plant expenditures, primardy with internally generated (the project). In its decision, the El SC stated that we would

funds, supplemented by the issuance of short-term commer- be in an excess capacity position in 1996 and 1997 by 149

cial paper and bank borrowings. We currently hne short- and 120 megau atts, respectisely.

term borrowing authority from federal regulators of in light of the El SC's decision and the current assess-

$ 350,000,000 w hich is belies ed to be adequate to cm cr our ment of the need for p<mer, we decided to indefinitely defer

| working capital and other hquidity requirements. We have this project. Notu ithstandmg such deferral, we continue to
available a 5200,000,000 revohing credit facility. We also seek environmental permits for this project so as to allow
hne arrangements uith certain banks to provide additional prompt action in the future w hen there is a need for addi-
short-term credit on a committed as well as on an uncom- tional capacity. The Energy Facilities Siting Board (EFSH), j

mitted and as available basis. As of December 31,1992, we the successor agency of the EFSC, mncluded hearings in
had yoximately 5275,500.000 of short-term debt out- september 1992 to micw siting and emironmentalissues
stancy (which excludes 56,800,000 oflong-term debt due associated with the project, and we are awaiting a decision. .a

within one year). Since it uas determined in the fourth quarter of 1992 that
in June 1992 we retired 515,000,000 of 4.25% Series we will not have the need for additional power for several

H first mortgage bonds u hich matured and also issued years, 58,000,000 of before-tax costs associated with this -

$40,000,000 of 8.25% cumulative non-mandatory project was charged to expense.

redermable preferred stock. The proceeds were used to in early 1992 state regulators required us to issue a

retire all of our outstanding 2,675,000 shares of 51.46 series request for proposals (RI P 3) for the purchase of 132 MW
preference stock. In the third quarter of 1992 we issued of power to be in service by 1997. We have requested that

2,300,000 shares of 51.00 per share par s alue common Rf P 3 he cancelled in light of the deter mination of the EFSC

stoc k at 5261/8 per common share and 560,000,000 of 8 that u e do not have a near term need for generating capacity.
1/4% debentures due September 15,2022. The proceeds state regulators hav. not yet ruled on our request.
from these two issuances were used to redun short-term in December .992 we filed with state regulators a draft
debt. In September 1992 we retired 550,000,000 of 9.65% Integrated Resources Management (IRM) filing conarning
medium-term notes at par with accrued imerest. We pur- our anticipated future generation and DSM resource needs
chased at a discount in the open market 20,000 shares of our over the next decade. In light of the lack of a near term need

cumulative pr eferred stoc k, 7.27% series, in the third quar- for power, we requested permission not to issue a request

ter of 1992. ~Ihis purchase satisfies the mandatory sinking for proposals for additional generation resources. We are
fund requirement for May 1993. In October 1992 we currently engaged in settlement discussions with other inter-

.

redeemed the remaining $45,000,000 of outstans _g i 1% ested parties and it is unclear w hether we will be uhimately
first mortgage bonds, Series X, due September 15, 2017, at required to acquire any new generation as a result of the

a redemption price of 107.59% with aarued interest to the multi-year IRM process.
redemption date.

Pil vrim Nuclear Power StationbBased on secunties currently outstanding, our long-term

debt maturities and sm. king fund requirements for debt and
Although nuclear power is a subject of public discussion, we

continue to esaluate the continued operation of Pilgrim Sta-
preferred stoc k total 5271,545,000 m.the next five years, in

23



tion from the standpoint of safety, reliability and economics the primary effeet of this statement will be reflected in our

- and we continue to believe that such continued operation is consohdated balance sheet and will resuk in no significant
' in the best interests of our customers and our Company. impact on net income.

We presently dispose oflow level radioactive waste In Nmember 1992 the FAsliissued 5FAS No. I12 - ;

( (LLW) generated at Pilgrim Station through arrangements " Employers' Accounting for Postemplovment llenefits" ;

with licensed disp esal facdities located in Barnwell, South w hich bemmes effective in 1994. SFAS No.112 requires use j
Carolina. As a resuh ofdnelopments which hase occurred of an actuarial basis for computing the liabihty for benefits ;

pursuant to the 1,ow-Lncl Radioactive Waste Polict Amend. (other than pensions and postemployment benefits) for for- ;

ments Act of 1985, our continued access to such disposal mer or inactis e employees, their beneficiaries and om cred ;

facilities has become sescrely limited and significantly dependents. We are currently recognieing these benefits pri-
~

increased in mst. We have made arrangements for access to marilv as claims are paid, We hase not fully determined the

the Barnwell site through July 1994. We do not presently means of mliccting these expenses or of implementing this - |
believe, honner, that disposal site access will be provided accounting pronouncement (preliminary estimates are in the

-~'

after that date. Ahhough legislation has been enacted in proc ess of being prepated by our actuaries). The adoption of

Massachusett* establishing a regulatorv method for managing this punouncement is not expened to impaa our cash flow s

the Commonu cahh's I.LW including the possible siting, in the near future. j

licensing and construction of a 11W disposal facility within ;

Yankee Atomic lle(tric Company i

the Commonwealth, it appears unlikelv that such a facihty j
' On Februan 26,1992, the lioard of Directors of Yankee *

wd. l be construded in a timely manner. Pending the mn- .[
struction of a disposal facility witlu.n the tommonweahh or

Atomic Elecuic Company (Yankee Atomic) decided to per. .

r

. manently discontinue pmver operation of the Yankee Atomic i
the adopton by the commonwealth of.some other 11M. :

nuclear generating station and, in time, demmmission that <!
management method, we contisme to monitor the situation <

. . facihty. We relied on Yankee Atomic for less than one per- i,and are imestmatmg other options u hich are asailable to us,
. cent of our system capacity. Our 9.5% stock investment in

'
t

mcluding the option of on-site storage, t

Yanker Atomicis valued at approximately $2,000,000.
New Acc(mnting Pronouncements On June 1,1992, Yankcc Atomic filed a request with

.

we willimplement Statement of Financial Acmunting Stan- federal regulators for apprmal of an amendment to the
dards (SFAS) No.106 " Accounting for Postretirement Ben- pmer contracts with unit owners, uhich prmides for mn- i

elits Other than Pensions"in the first quarter of 1993. We tinued collntion of Yankee Atomic's investment and decom- (
are currently studying our implementation options. Our miwioning msts through July 2000, the period of the plant's ;

total transition liability is estimated to be approximately operating licenw, and to adjust contract rates based on Yan- :|
5200,000,000. Under the twentprcar amortization option, kee Atomic's rnisnl decommissioning and operating and [
the expected additional annual cost would be 520,000.000. maintenance costs estimates. j

in acmrdance with the 1992 Retail Settlement Agreement, The estimate of our share of Yankee Atomic's cost of

we u ill phase in postrctirement emph>yce benefit costs up to decommissioning the 1,lant is appmximately $ 38,217,000 as j
the tax deductible funding amount over five years, resulting of December 31,1992. This estimate, w hich is subject to )
in expenses of 5 3,000,000, 56,000,000 and 59,000,000 in ongoing review and rctision, is remrded on our consolidated I

the three settlement years. In carb 1993 the Financial balance sheet as a power contract liabihty and an offsetting |
Accounting Standards Board's (I ASI4 Emerging 14 sues Task pmer contract deferred debit. These msts related to Yankee ;
Force (EITF) issued accounting guidelines for postretirement Atomic u ill mntinue to be collected from our customers j
benefit costs by regulated mmpanies. These guidehnes through rnenues in accordance with the 1992 Retail Settle- _j

allow deferral of such additional costs only if regulators ment Agreement. f.
authorize specific defaral and reemery periods for postre. I

New Boston Station ;
tirement benefit costs not currently re(rised in rates. Our

regulators have not had the opportunity to review these
Our New Boston generation station has the abihty to burn

guidelines and we are unable to determine how they wdl
natural gas, oil or both. As part of an agreement with the

- r

. ' . Commonucahh ofMassachusetts DeIiartment of Environ. i
respond to them. If current regulatory treatment a msulh .-

cient to meet the FJTF requirements and we are unable to
mental Protection and other interested iarties, ue beEan

-

I
+

!

obtam sullicient modification, we might be required to
operating that station in April 1992 utilizing natural gas as i.

- :-

expense a portion of. he additwnal cost.
fuel for a minimum of nine months per year and, beginning -

'

t
.

!.
-

in April 1995, we will operate the station f ueled exclushely
In February 1992 the FASB .dsued SI AS N.o.109 !

. . by natural gas, cwept in certain emergency circumstances. i. Accounting for income Taxes., w hich becomes ell.ectne m -

4

1993. M.e antiopate that, due to the impact of rrgulation.
Arrangements have been made for a nine-month supply of +

.. .

- j
+
i

M'
!
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natural gas to the facility until April 1995 and we are in the from fossil fuel-fired generation units. The reduction n ill be

process of negotiating w ith natural gas supplier * and trans- awomplished by restricting sulfur dioxide emissions through

porters concerning the economics and availability of natural a market-based system of allowanas. Based upon our analy-

gas to New Ibston Station on a year-round basis after April sis, we beliese that w e nill hase allowances issued to us under

1995. At the present time year-round natural gas supplies the 1990 Clean Air Act Amendments that are in excess of our

are not available to New 16ston Station and, as a result, the needs and n hich may be marketable. Any gain from the sale

outmme of our negotiation * with natural gas suppliers and of these may be subject to future regulatory treatment,

transporters and the impact on the operation of New Ibston There are also a number of other provisions of the

are uncertain. 1990 Clean Air Act Amendments that are of particular

.. importance to electric utilities, including provisions which
Competition n ill resuh m. stnngent h. .mitations on emissions of nitrogen

.

Electric utilities f. ace increasing competition w ith other ener-
oudes from cu. sting generating units. Based on our current

.

p suppliers to meet the energy needs of heir customers. understanding of these requirements, modifications may be
t

One suc h area of competition is in the area of generation and
-

3 to certam of our foss. fuel-fired gen-required prior to 199
.

d
DSM. Federal law requires utilities to purcha c power f.

.

rom
.

erating units. D.epending upon the outcome of certain air
qualifsing non-utih.tv generators at pnees set by the state. In

- - quah.ty modeling studies, additmnal emissions reductions
..

addition, state regulators has e created an IRM prm ess under
may also be required prior to 1999. The extent of any addi-

'

.

-

w hith a utihty must solicit competitive bids from all poten-
tonal reductions and the cost of any required modifications

.

tial providers, utihty and non-utility alike, for the prmision
is uncertain at this time, w.e would seek regulatory approval
.

of any new generation or DSM needed by the utility. to coJect these costs from customers.
-

We also com1icte with other electric utilities and non- in recent years a number of published reports have dis-
utility Eencrators to sell electricitt for resale. In 1992

cussed the possibilitt that adserse health efTects may be- -
'

! approximatch 13% of.our total resenues came from sales to caused by electromagnetic fields (EMF) associated with elec-'

w holesale customers. Mmt of this power is sold under Pil-
tric transmiwinn and distnbution facilit es and appliances! . . .

Erim station life-of-the-unit contracts, w ith the remainder
and win.ng in buildings and homes. On the basis of scientific

sold to municipahties for resale to their residents. Durino
renews conducted to date by sescral state and federal agen-e .

1992 we made bids to three of.our municipal customers.
cies, w e do not believe that EMF has been proven to cause

Two of these municipal customers base now signed long-
such health effects or that sigmficant capital expenditures are

. .

term contrads with us, and we are negotiating with the
appropriate in < rder to minimize unsubstantiated risks from

-

third. We base also made bids to provide power to other
EMF. We support further research into the subject and are

municipalities that are not now our customers.
participating in the Itmding of m. dustrV sponsored studies.

C.ompetition also exists for service to our end-use,
., '

w.e are an are that public concern regardmg LMF in some
retail customers. Natural gas suppliers can pros ide energy

cases has resulted m, htigation, in opposition to custing or-
.

services to our customers for heating and cooling purposes,
proposed facilities before regulatory bodies, or in requests

.

and our customers can obtain energy through self-generation
for legislation or regulatory standards concerning EMF lev-- -

.

or mgeneration, or in some cases through purchases from els. We bare not been materially affected to date by these
third partv prosiders, imluding electric utilities. Although

des clopments, howes er, we continue to closely monitor all-

direct competition with other electric utilities for retail cler-
aspects of the EMI. .issue.

tricity consumption is subject to substantial limitation at pre- In accordance with the 1992 National Energy Policy
sent, these limitations may be reduced in the future.

Act, all nuclear plant owners are required to ftmd the
'

Other Matters cleanup of Department of Energt facilities used for the

We are afTected by inflation with respect to our operations proccu of enriching nuclear fuel based upon their percent:

and maintenance costs. We are aho afTected by inflatmn in age of past usage of these facilities. Our share of this cost is '

the form of higher construction costs for improvements at approximately $16,650,000 (in 1992 dollars). These costs

our generating stations and for new transmission and distrib- w ill be collected from our customers as they are paid over a .

ution equipment. Our les el of depreciation expense is based fifteen-year period. This amount has been recorded in

- upon the historical mst of our plant. We believe that depre. "Other deferred credits" and " Nuclear fuel-net" on the con-

ciation expense calculated on a replacement cost of facilities solidated balance sheet at December 31,1992. There is no

basis would be significamly higher. carnings impan resulting from this transaction.

The 1990 Clean Air Act Amendments will require a sig-
nificant reduction in nationwide emissions of sulfur dioxide

25

- - - _ _ . _ _ _ _ _ _ _ _ _ _ _ _ _ _ - - _ . . . ,



_ __ . _ _ _ _ _ _ _ - - _ _ _ _

Consolidated Statements of income

years ended Denmber 31,
(in thousands, except earnings per share) 1992 1991 1990

Operating res enues 51,411,753 51,354,501 5 1,314,440

Operating expenses:
Fuel 145,573 200,912 276,333

Purchased power and demand side management 365,152 340,668 249,057

Other operations and maintenance 379,350 370,758 376,058

Depreciation and amortization 129,045 126,151 121,S81

Amortization of deferred cost of cancelled nudear umt 24,3S1 24,381 24,381

Amortization of deferred nudcar outage costs 4,901 2,443 1,500

Taxes - propert) and other 80.426 66,216 55,854

Provision for income taxes 11.725 17,111 29,638

Total operating expenses ! ,190,b 5 3 1,148,640 1,134,702

Operating income 220,900 205,861 179,738

Other income (expense), net 42.074) 5,684 6,294

Operating and other income 21S.b26 211,545 186,032

Interest charges:

Long-term debt 106,S50 108,912 93,706

Other 12,525 16,947 21,543

Allow ance for borrowed funds used during mnstruction - credit t 7,b47; (8,984) (8,833)

'li>tal interest charges 111,526 116,875 106,416

Income before cumulatise ellect ofaccounting change 107,298 94,670 79,616
Cumulatise effect of accrual for unbilled resenues, net of taxes of $9,819 0 0 15,824

Set income 107,296 94,670 95,440

Preferred and preference dividends provided 1b,550 17,611 17,652

Halance asallable for common stoc k 5 90,74 h 5 77,059 5 77,788

Common shares outstanding (uciphted average) 43.144 39,348 38,779

!
Earnings per share of mmmon stoc k:

Before cumulathe efred of accounting change 5 1.10 5 1.96 5 1.60
Cumulathe effect of accrual of unbilled resenues 0 0 0.41

'li>tal S 2.10 5 1.96 5 2.01
i

-i

Dividends declared per common share s 1.655 5 1.595 5 1.535

Consolidated Statements of Retained Earnings .

years ended December 31, ;

(in thousands) 1992 1991 1990

Balance at beginning of year 5 174.477 5 161,143 5 142,952 ~ 'f

Net income 107,298 94,670 95.440
Subtotal 281,775' 255,813 238,392

Cash dicidends declared: )
' Preferred 14.923 9,476 9,147

| Preference 1,953 F,135 8,505

Common 71,951 63.725 -59,597
Subtotal 68,827 81,336 .77,249

| Balance at end of 3 ear -5 192,948 s 174,477 5 161,143 -

{
l' Th accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements of Cash Flows
scar, emled Decemb< r 31,

(in thousands) 1"42 1991 1990

Cash ihm s f rom operating artisitics:
107 % s 94,670 $ 95,440Net irmome s

Adjustments to reconcile net income

to net cash prosided by operating actnitics;
Cumuhtise < ffect Ios t) for ycars prior to

1990 of change for unbilled resenues O O (l5,824)
Rate and (ontract settlements, net i 41 4M) (44,546) (68,070)

Depreciation 1 17, NO 113,756 107,659

Arnoiti/ation of nuclear fuel 2 5.G 4 19,bb9 25,913

Amortiration of dcferred cost of tans elled nudcar unit Dict > ' un 21,112 19,967

()ther amor tiration 7,;m 9,904 12,922

| Allowance for funds used during construction 4 7,M 7 (8,984) (6,833)

Increa+: in deferred inwmc tases 17, I bo 24,475 29,028

(Delcrral) amortiration of nuclear outage costs, net 4 M01 (22,062) 1,500

Nct i hanges in:
Anounts re(cis able ( 15.1 % > (3,519) 21,173

1:ucl, materials & 4.upplies 4114) 12,716 (16,840)

& counts pasalde 44,172 (19,857) 16,320

Other current assets and liabditics iS '7;i 1,626 (105)
Other, net < IOf ; } > (27,469) (23,832)

Net (ash pnnidnl in cyratnig as tisitics N o.474 171,691 196,368

Cash ihm s prosided t used) by imesting acthities:
Plant and nuclear f uel(culuding Al UDC) WnfUS (214,213) (255,784)

Det ommiwioning fund 47 210 (5,896) (6.679)

Imestments in electrit c ompanies !,S70 (1,51 5) (3,367)

Net cash (used) in ins esting at tis itics (2i6.14?! (221,624) (265,b 30)

Cash ihm s pnnided f used) by financing actiutics.
Issuancev

Common stock M,345 68,800 S,623

Preferted stock 40,uiu 50,000 0

1 ong term dcht h? 4m 146,120 200,000

liedemptions:
Dcht retirements ti2i,$00i (l18,600) (23,689)

t40,314 ( $0,000) OPn Icrred/ pre ference stot L

Nc1 ( hange in short term dcht M,200 35,770 (39,310)

Dis idends paid 6 6,1 M i (79,545) (76,484)

5 1 4,b u i 52,545 69.140Net cash pnn ided (used) by finant ing artis itics
Net inacase Olecrease) in cash and cash equivalents <iU. 2,612 (322)

Cash and cash equi.alents at the beginning of the year 4,279 1,667 1,989

A iM47 $ 4,279 5 1,667Cash and cash equhalents at the end of the year

Cash paid dunng the year for;
Interest, net of amounts capitalized $ I 14.07t > 5 115,4 bS 5 105,642

Income laws 5 10J t9; $ 18,979 $ 19,227

The accompanving notes are an integral part of the consolidated financial statements.
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Consolidated Balance Sheets

years ended Deu-mher 31,
(in thousands) 1992 1991

Assets

Property, plant and equipment, at original (mt:
Utility plant in service 5 3,629,727 5 3,533,007

less: accumulated depreciation 1,177,294 $ 2,4 52,4 3 3 1,097.991 5 2,435,016
Nuclear f uci 287,070 256,199

Less: accumulated amortization - 201,978 85,092 -180,137 76,062

Construction work in progress 18?,458 99,870
Total 2,719,983 2,610,948

Imestments in electric (umpanies, at equity 25,438 27,308

Nuclear decommis<ioning fund, at cost 50,871 43,661
Current assets:

Cash and cash equivalents 3,447 4,279
Accounts receivable 184,238 167,307
Accrued unbilled resenues 29,889 28,632

Fuel, materials & supplies, at aserage cost 93.931 93,817
Prepaid expenses & other current assets 6.644 118,649 7,240 301,275

Deferred debits:

Power contracts 41,717 0
Deferred cost of cancelled nuclear unit 19,067 43,665

f Deferred nuclear outage costs 17,970 22,871
i Other 60,709 35,403

Redemption premiums 40,506 181,969 35.418 137,357
~Iotal assets s 3,296,910 5 3,120.549

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Balance Sheets
years ended December 31,

(in thousands) 1992 1991

|Capitalization and 1.iabilities
~ s $40,312 5 753,496

'

Common stock equity

Cumulative preferred stock:

Non-mandatory redeemable series 123,000 83,000

Mandatory redeemable series 98,000 100,000

Cumulatise non-mandato#y redeemable preference stock 0 3S,333

First mortgage bonds 631,825 690,425

Sewage facility revenue bonds, net 24,248 21,340

Debentures 385,000 325,000

, Unsecured medium-term notes 50,000 100,000

!- Current liabilities:

1.ong-term debt due within one year s 6,800 5 21,800

Notes payable 275,500 210,300

Accounts payable 156,526 112,354

Interest accrued 21,497 23,045

Dividends payable 22,192 20,193

Other 9,032 14,687

Rate and contract settlements 1,175 402,722 32,538 434,917

Deterred credits:

Poucr contracts 43,717 0

Accumulated deferred inmme taxes 445,720 434,810

Accumulated deferred imestment tax cred ts ,3,213 79,510

Nuclear decommissioning resene 57,161 48,654

Other 26,988 651.bO 3 11,064 574,038

Commitments and contingencies . .j

Total capitalization and liabilities s 3,296,910 S 3.120,549

1

The acmmpanying notes are an integral part of the consolidated financial statements.
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Notes to Consolidated Financial Statements

%te A. summary orsignifkant Auounting Policies
We are regulated by various agencies. Because rates charged to customers are set by these agentics, there are difTercnces in

the generalh accepted accounting principles applied to our business and to nonregulated businesses. These differences are pri.

marily due to the timing ofincludmg various items in calculating net income m aaurdance u nh the objectise of matt hing
expenses and revenues.

1. Basis of Consolidation

The consolidated financial statements indude the actidtics of Harbor i lectric Energy Compant, our u holh ou ned subsidiary.
Allinter umpany transactions base been climinated.

2. Depreciation, Amortization and Maintenance

Most of our pin sit al propertv < cxcluchng a fat tor for the cost of detumnnssioning Pilgrim station) w as depreciated on an

annual straight.hne basis in 1992,1991 and 1490 at approximat(h 3.36%, 3.41% and L41% per year, respectivelt, usin the

m erage remaining hic methmi of computing depreciation. When these propenv units are retired, the cost, net of salvage
salue, is charged to at cumulated depreciation.

The cost of nudear fuel is amortized (i.e., expensed) based on the amount of dcctricny our nudear unit produces.

Nudcar fuel npense also indudes an amount for the estimated cost of ultimat< h dnposing of the spent nudcar fuel. These

cmts are expensed and indulcJ in the costs our customers are charged for fuel and purchased power.

Maintenance opense is charged for the cmt of currt nt repairs and the replacement or addition of minor parts to our
plants and properties.

3. lorecasted f uel and Performance Rates

The rate charged to retail custorners for fud and purt hased power allou s for all fud cmts, the capacitt portion of some pur-
chased power costs and some transmiwion iosts to be billed to notomers monthly using a forecasted rate. The difference

between act ual and estimated costs is ;nJuded in atcounts recris able on our consolidated balance sheet until subsequent rates
are adjusted. state regulators base the right to reduce our subsequent f ud rates if thes find that we have been unreasonable or

imprudent in the operation of our generating units or in pun basing f ud.

4. Res enue Recognition

i frectisc Januar 1,1940, ur remni rnenues for electricity used bs our customers, but not set billed, in order to more

dosely match our rnenues uith our expenses. The cumula:ise effect of this accounting < hange as of January 1,1440, was to
increase our 1990 carnings In 50 41 per comrnon share (515,824,000, net of taxes of so,819,00h Refore this, roenues
uTre recorded when bilh were sent to customers.

5. Amortization of Discounts, Premiums and Redemption Premiums on Securities

We expense discounts, premiums, redemption pr emiums and related openses a%ociated u ith issuances of securities or tdi-

nancing of existing securities in equal annual installments mer the hfe of the replaccruent securities subject to regulatory
appros 41.

6. Allowance for I unds Used During Construction ( AIUDC)

Induded in the mst of plant expenditures is AFUDC. Al UDC represents estimated financing costs associated u nh debt and

the cmt of equity whic h is used to finance plant npenditures. Payment is rectned f or those msts from customers m er the

service life of the plant in the form of increased revenues collected as a result of higher depreciation npense. Our Al UDC

rates for the scars 1992,1991 and 1990 were 4.48%,6.S 5%, and 9.00%, respectively and represented all debt AlUDC.

7. Cash and Cash fqui alents

Cash and cash equisalents are generally comprised of highlv liquid instruments u ith maturnies of three months or less. As part of

our cash management program, chn b u ritten, but not y et presented for pavment at our banb, are induded in current liabilities.

8. Deferred Debits

As of December 31,1992, w e have deferred approximatch s42,000,000 of long-term pun hased power contracts, nuclear

outage-related, storm, pension and demand side management < DAM) mnservation program costs, in accordance with general.

1 accepted accounting principh s appbcable to utilities, and for whit h state regulators bas e permitted cost rectn cry and /or3
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deferral in auvrdance with the 1992 Retail Settlement Agreement. Substantially all of these o ests are currently being charged

to and a.llened from customers.

9. Reclassifications

Certain rechssifications have been made, not affecting income, to amounts reportal in prior yars to conform to the 1992

presentation. In accordance with new ruin established by regulators, we hase redas ified certain prior rear rnenues and pur.

chased ptmer expenses to conform with the 1992 presentation.

Note H. Settlement of Certain Proceedings

1989 Retail Settlement Agreement
On October 31,1989, the Massachusetts Department of Public Utihties (* tate regulator 9 apprmed a settlemcnt agreement

effectisc Nmember 1,1989 (the 1989 Retail Settlement Agreement h relating to certain proceedings before them. As part of-
'

this agreement, we agreed io limit retail rnenue increases prior to Nm ember 1,1992, to appmximately 2% per year, subject
to adjustment based on the peribrmance of Pilgrim Nuclear hmer station (Pilgrim Station). In addition, in 1992 the agree-

ment alhmed us to make acmunting adjustments by taking into income 523,000JW10 deferred income tax reserves and certain -

municipal property tax abatements. As part of this agreement we agreed to spend 575,000,000 in DSM programs during

1990-1992 w hich was expensed in total in 1989. In 1992 we spent approximately 5 51,000,000 on DSM programs of which

approximately 525,000,000 were associated wi h this agreement.

As provided by the terms of the 1989 Retad Settlement Agreement, a not performance adjustment charge is in effen

during the period Nmember 1,1992 through Onober 31,2000. This < harge is designed to colled from ne.tomers a portion
of our imestment in hlgrim Station and related operating msts. Revenues under this charge will vary with the performance

of Pilgrim Station, but will provide approximately $42,000,000 in roenues in the first performance year if the plant runs at a
capacity factor in the target range of 60% to 68% The minimum rnenues ne may earn from this charge in the first perfor,
mance year are 525,000,000 and the n asimum revenues we may earn are 561,000,000 These revenues are in addition to the

re enues provided under the 1992 Retail Sett'ement Agreement di cussed below.

1992 Retail Settlement Agreement

On October 30,1992, state regulators appro ed a settlement agreement (the 1992 Retail Settlement Agreement) efTective
Nmember 1,1992, w hich we reat hed nith the Massachusetts Attorner Gent ral and the Massachusetts Division of Energy

Resources. This agreement setiles our April 1992 request to increase retail rnenues by 586,600,000. This agreement estab-

lishes a method of stabilizing costs to retail customers over the threcarar period commencing November 1,1992 and ending

October 31,1995. Ilowner, the agreement does not cmcr our contract or wholesale pourr rates charged to other utilities,
which are regulated by the Irderal Energy Regulatory Commission (federal regulator 0.

Main Prmisions of the 1992 Retail Settlement Agreement
we withdrew our pending request for the retail rate increase and the parties will not se k any change in the non-fuel retad

rnenues (excluding DSM and performaner revenoco bdbre Nmember 1,1995, cxcept in the event of certain spedfied -

material expense changes.

The agreement includes the mmmencement of the new Pilgrim Station performance charge agreed to in the 1989 Retail
Settlement Agreement beginning Nmrmber 1,1992 at approumately $42,000,000 for the first year. Effectiie Nmember 1,
1993, wr will be alhmed to increase annual retail rnrnues by 529,000,000. Effectise Nmemlvr 1,1994, we will be allowed
a second, additional annual retail rn enue increase of $ 29,000,000.

During the settlement period our roenues wdl not be reduced to reflect the October 31,1993 termination of annual
_

. charges of approximately $60,000,000 we presently pay under the terms of a long-term purchased power mntract. Charges

associated with any new long-term purchased power contracts commencing after November 1,1992, w ill not be reemerable

through rn-nues from customers during the settlement period unless such new purchases wrre previously committed, are

required by regulation, or are otherwise exempt from the settlement agreement restriction.
We are not alkmed to earn an annual rate of return on common equity in excess of 11.75% during the calendar years

1993,1994 and 1995, exdusive of certain performantv penahics or rew ards as diwussed further hereunder. Any earnings

determined to be in curss of the stipulated rate of rete. n will be subsequently returned to customers.
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Two fosil generation performance incentis e (harges based on " equivalent availabihty fador" and " heat rate" may inacase

. or decrease resenues by up to $ 3,000,000 and 51,000,000, respectisely, each y ear.

In 1993 and 1994 we may take into inmme up to a total of 5 30,000,000 of certain previously recorded deferred income

tn reserves. No more than 510,000,000 of such reserves can be taken into income in 1994, and the resers es may be used

only to the extent necessary to alkm us to report an annual rate of return of up to 11.75% (exclusive of any performance

penalties or rewards).

Depreciation expense has been adjusted to refled tlw new depredation rates agreed to in the settlement, which w ill

result in a decrease in depreciation expense of apprmimately 511,000,000 on an annuahred basis in 1993. We are funding the

amount being invested for the ultimate decommissioning of Pilgrim station at a 514,000,000 annual rate, which is based upon

the latest estimate to decommission the plant of 5328,000,000 On 1991 dollars) beginning in the year 2012.

We will not expense any remaining costs associated with the cancelled Pilgrim 2 nuclear unit in 1493. The remaining I

balann of $19.067,000 at December 31,1992, will instead be expensed in 1994 and/or 1995.

We will phase in postretirement emphnee benefit costs up to the tax deductible funding amount mer fne years, result-
.,

i. ing m expenses of 5 3,000,000, 56,000,000 and 59,000,000 in the three settlement years, in addition to current annual net

pannents made for retirce benefits w hich were approximately 58,300,000 in 1992.

We wdl continue to record pension expense at the tax deductible funded inel through 1995. The diflerence between

this expense amount and the cost computed per STAS No. 87 * Employers' Acmunting for Pensions"is being deferred as we

expect to colled these costs from customers mer time based on state regulators' precedent.

We will expense over fh e years incremental nuclear refueling outage-related (nsts and apprmimately 5 3,600,000 of
storm costs associated with a 1991 hurricane.

We will cxmtinue to collect through revenues the msts associated with a long-term purt based power contract uith the

Yankee Atomic nuclear generating unit. This unit was permanently shut down in February 1992. Any potential decreases in

utual bills as compared with the amount of expenses currently included in the rates w e charge our (ustomers u ill be reflected

by subsequent adjustments to fuel expense billings to customers. As of Denmber 31,1992, we exped toincur approximate-
ly $38,217,0(K) of costs through July 2000 with respect to this purchased power contract. Sut h costs include the expected

cost of decommissioning the unit and are subject to review by faleral regulators.

A portion of the rnenues prcaided for in the agreement w ill be used to cmcr the annual costs of premiums incurred

prior to October 31,1992 paid to refinance securities. We intend to expense these costs of apprmimately 540,000,000 over

the life of the replacement security issues, subject to federal regulators' apprmal.

Our investment in certain DSM consers ation programs in 1992,1993 and 1994 will be capitah7ed and expensed over a

six9 ear period. In 1992 we capitalized approximatelv $12,000,000 of DSM costs, w hich are included in *Litihty plant in ser-

vice* on the consolidated balance sheet at December 31,1992. Specific program expenditures w hich are not capitahred will

be recmcred and expensed primarily in the pear incurred. We deferred apprmimately 514,000,000 of DSM costs in 1992

which will be expensed and collected from customers over twclve months beginning in Irbruary 1993. These msts are

included in 'Other deferred debits" on the consohdated balanc e sheet. DSM cxpenses, returns un remaining capitalized DsM

amounts, lost revenues related to DSM programs and DSM inantises will continue to be collected through billings to retail ]
customers.

The parties to the agreement may seek to increase or decrea .e our retail revenues prior to Nmember 1,1995, only if !
certain material expense changes occur. An expense will be deemed materialifit execeds $2 3,000,000 (5 34,500,000if the I

expense relates to Pilgrim Station) and the expense would increase or decrease our earned rate of return on common equity

(after certain accounting adjustments) from our retail operations for that calendar year to m er 15% or under 7% The parties

may also seek approval for a change in revenues to reflect tax increases or decreases of more than 51,000,000 per year resuh-

ing from any new taxes or from changes in federal or state income tax rates.

i

I
;
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b:

Note C. incomelases
Deferred income tax expense is inmrred w ben certain inmme and expenses were reported on the tax return in ddTerent years

than regorted in the financial statements. Im estment tax credits are included in income over the estimated useful lives of the

related property. Components ofincome tax cxpense are as follows: j

-|
' (in thousands) 1492 1991 1990 i

Cancelkxl nuclear unit 5 (4,621) 5 (8,998) $ (8,998)

Excrss tax depredation over boc& depreciation 9,765 10,802 11,165

Dektred fuel expense 2,5S7 56 (4,141) .
.

Debt portion of allowance h>r funds used during construction 2.,495 2,856 2,966

Massachusetts mrporate franchise tax 6,134 7,140 5,964

Deferred nuclear outage-related expense (1,558)- 7,014- (477)

Cost of removal 6,904 4,277 3,063

Rate and contract settk ments 10,013 10,196 20,389

Municipal property taxes 3,351 3,745 3,150

Conservation / load management programs 2,978 2,256 494

Reversal of deferred taxes - settlement agreement (23,000) (13,000) (2,000) '!

Adjustment of prior y car income tax acxTual 4,134 2,563 2,676

Other (2,799) ( 5,683) - (6.919)

Subtotal deferrni income taxes 16,383 23,224 27,332
~1

Current income tax expense. (385) (1,823) 7,046 !

Imestment tax credits (4.273) (4,290) - (4,740) ~ '|
Provision for income taxes 11,725 - 17,111 29,638-

Taxes on other inmme:

Current (2,34 8) 405 518

Deferred 782 1,252 1,689

Subtotal (1,566) 1,657 2,207

Change in accounting principle:
Current 0 0- 876'

Deferred 0 0 8,943

Subtotal 0 0 9,819.

Total 5 10.159 5 18,768 5 41,664

Tbc efTective inmme tax rates reflected in the comolidated finandal statements and the reasons for their differences imm

the statutory federal income tax rate are explained below:
1992 '1991 1990

Statutory tax rate 34.0 % 34.0 % 34.0 %
'

Massachusetts corporate franchise tax 3.9 4.1 ~ 4.1

Investment tax unht ~ (3.6) (3,S)- (3.4)

Municipal property tax adjustment
.

.(1.6) (1.6). (1.3)
Adjustment of deferral taxes on cancelled nuclear unit 2.7 - -

Reversal of deferred taxes - settlement agreement '(19.6) (11.5) (1,5)

Trderal tax benefit of mandated payments from settlement agreements - (6,2) (3.3) .-

Other . (0.9) - - (1.4) - (1.5)
7otal 8.7% 16.5% : 30.4% L

in February 1992 the Financial Accounting Standards lloard (FAsil) issued Statement of Financial Acmunting Standards .
.

(SFAS) No.109 " Accounting for Income Taxes" which becomes effecthe in 1993. We anticipate that, due to the impact of

regulation, the primary effect of this statement will be reflected in our consolidated balance sheet and will result in no signifi1
_

cant impact on net income.
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%te D. Capital Sim L and Indebtedness

Capital Stmk

at Denmber 31,
(dollars in thousands, except per share amounts) 1992 1991

Common stm k cquitv:

Common stock, par value $1 per share, 100,000,000 shares authoriied:

44,763,05 5 and 42,047,356 shares ismed and outstanding i 44,761 5 42,047

Premium on tummon stoc k 602,196 536,567
Retained earnings i42,948 174,477

- Surplus imested in plant 405 405
Total 5 h40,312 5 753,496

Cumulath e preferred stot k:

Par value $ 100 per share, 2,8 30,fKX) shares authorized; issued and ouwtanding:
Ln. mandators redeemable s(ries:

Series Shares Redemption Price / Share
4.25?b 160,000 5 103.625 5 18.100 5 18,(KK)

4.786'o 250,000 5 102.80 25,000 25,000
8.b8% 400,000 $ 102.00 40,000 40,000
S.2546 400,000 40,000 0

Total 5 123,000 5 b 3,000

Mandatory redeemable series:
Series Shares

7.27"6 480,000 and 500,000, respectiscly 5 4S,000 5 50,000
8.00 % 500,000 50,000 50,00()

Total 5 98.000 5 100,(KN)

Cumulatise preferen e stmk:

Idr value 51 per share, 8,000,000 shares authorimi; issued and outstanding:
%n-mandatory redeemable series:

51.46 Series - 2,675,000 shares S O 5 2,675
Premium on 51.46 Series 0 35,658

Total s 0 5 3s,333

!

|
n

|'

;
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. Indebtednts

Inng-term dcht:
Boston Edison Company:

First mortgage bonds:
(in thousands)

Interest December 31 j

Series Rate (%) Maturity 1992 1991

H 41/4 June 1,1992 s 0 $ 15,000

1 43/4 Nov.1,1995 25,00() 25,000

J 61/8 June 1,1997 40,000 40,000

K 67/S Nm.1,1998 50,000 50,000 ;

L 9 Dec.1,1994 50,0(O 50,(KX) |

M 93/S July 1,2000 60,000 . 60,000 |

N 81/8 Mar 15,2001 75,000 75,000

S Variable jan.15,2002 2;,000 25,000

Q 93/4 Dec.15, 2003 59,375 66,975 ;
'

R 10.95 Oct. 31,2004 44,250 50,250

.

P 91/4 Apr.15, 2007 60,000 60,000

U 10 t /4 Apr.1, 2014 15,000 15,000 |
W 9 I/2 July 15,2016 135,000 135,000 {

X 11 Sept.15, 2017 0 45,000

Total first mortgage bonds 638,625 712,225

Less: due within one year 6,800 21,800

Total first moricace bonds - net s 631,S25 s 690.425

| Unsecured medium-term notes 5 50.000 5 100.000

Debentures:
100,000 5 100,0008 7/S6i., due December 15,1995 '

,

9 7/SS, due June 1,2020 100,000 100,000

9 3/8%, due August 15,2021 12;,0fx) 125,000

81/4%, due Sentember 15,2022 60,000 0-

Tintal debentures 5 365,000 5 325,000

liarbor Electric Energy Company:

Seu age facdity revenue bonds s 36,300 5 36,300

Less; funds held by trustee 12.052 14,960

'liital sewace 1acility revenue bonds, net s 24.24h 5 21,340

Short-term debt:

Boston Edis(m Company:

Notes payable:
Bank loans i 162,500 $- 89,000

Commercial paper 113,000 121,300

~listal notes parable s 175,500 5 210,300
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l. Common Stock

Since Denmber 31,1989, we issued the following shares of common stock:

Number Total Premium on
of Shares Par Value Common Stock

Balance December 31,1989 38,526,085 5192,630,425 5308,561,065

Dividend reinvestment plan 472,446 2,362,230 6 260,499
Balanm December 31,1990 38,998,531 194,992,655 314,821,564

Dividend reinvestment plan 448,825 2,181,357 6,844,492
Change in par value of common stock (*) 0 (157,726,656) 157,726,656
New issue (b) 2,600,000 2,600,000 57,174,000

Balance December 31,1991 42,047,156 42,047,356 536,566,712

Dividend reinvestment plan (C) 415,699 415,699 9,659,345
New issue @ 2,300,000 2,300,000 55,970,500

Halance December 31,1992 44,763,055 544,761,055 5602.196,557

(a) In Lvember 1991 our Articles of Organization wcre amended increasing authori7ed mmmon stock hum 50,000,000 to 100,000,000
shares and redudng the par value from 55 to 51 per common share.

(b) We issual 2,600,000 shares of mmmon stock in December 1991_ The net proceeds were used to retire 555,000,000 of Series X,
i1% first mortgage bonds.

(c) At Darmber 31, 1992, the remaining authorized cummon shares reser ed for future iwuance under the Dividend Reinvestmeat and #

Common Stock Purdiase Plan are 1,181,342 shares.

(d) We issued 2,300,000 shares of common stock in the summer of 1992. The net proceeds were used to rnluce short-term debt. !

} 2. Cumulative Non-Mandatory Redeemable Preferre.i and Preference Stock

Holders of our mmulatise non-mandatory redeemable preferred stock are entitled to 5100 per share upon any liquidation o"
the Company.

On June 11,1992, we issued 400,000 shares of $100 par value 8.25% cumulative non-mandatory redeemable preferred
stock at par. On or after June 1,1997, this preferred stock is redeemable at a price of 5100 per share plus accrued and unpaid

dividends. These shares were evidenced by 1,600,000 depository receipts, each of which represent a one. fourth interest in a

share of the preferred stock. The proceeds of this issue were used to retire all of the outstanding 2,675,000 shares of 51.46
series cumulative non-mandatory redeemable preference stock.

3. Cumulative Mandatory Redeemable Preferred and Preference Stock

The 480,000 shares of our 7.27% sinking fund series 5100 par salue, cumulatise preferred stock are redeemable at our option

at 5104.85 prior to May 1,1993. Commencing May 1,1993, the redemption price dechnes to 5104.36 per share and annual.
ly thereafter to par value on May 1,2002. The 7.27% pr eferred stock will be entitled to a sirking fund to retire 20,000 shares

at 5100 per share, plus accrued dividends, on May 1 of v ach year, beginning in 1993. In 1992 we purchased at a discuant on

the open market 20,000 shares of this issue which satisfees the mandatory sinking fund requirement for May 1,1993. On May
1 in any year, beginning in 1993, w e bas e the non-currulative option to redeem an additional number of shares, not to exceed

20,000 for the sinking fund at 5100 per share, plus accrued dividends. Upon any liquidation of the Company, holders are enti-
thd to 5100 per share.

In 1991 we sold 500,000 shares of $100 par value cumulative preferred stock,8 eries. We are not able to redeem this

series, in whole or in part, prior to December 1. 2001. The entire series of the preferred stock is subject to mandatory
,

redemption, out of funds legally as allable for this purpose, on December 1,2001, at 5100 per share, plus accrued and unpaid '|
dividends. There is no sinking fund for this preferred stock. Holders are entitled to a net 5100 per share upon any liquidation

'

of the Company. We used the proceeds of this issuance to redeem all our outstanding stated rate auction preference stock in
December 1991.
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4.14mg-Term Debt
Substantially all our property, plant and equipment and materials and supplies are subject to lien under the terms of our Inden-

ture of Trust and First Mortgage dated Dramber 1,1940, and its supplements.

He aggregate prindpal amounts of our first mortgage bonds, debentures, medium-term notes and sewage facility ret-
enue bonds (including sinking fund requirements) due in the five years 1993 through 1997 are 56,800,0(X), 556,800,000,

5132,400,000, 511,5 3 5,000, and 5 54,010,000, respectisely. |

Our first mortgage Imnds, Series S, adjustable rate due 2002, bore interest at 9.50% per year for the period January 15,
'

1992 through January 14,1993. The rate is adjusted annually and is based upon the ten year omstant maturity Treasury Rate

as published by the federal Reserve Board. The interest rate for the period January 15,1993 through January 14,1994 is
9.20%. ;

On September 15,198S, we issued $ 150,000,000 medium-term notes, Series A, in three equal increments of

$ 50,000,000, bearing interest at 9 35%,9.65% and 9.759 o per annum and maturing on September 16,1991, September 15,

1993, and September 15,1994, respectively. %e 9.35% medium-term notes were retired in full at their maturity in Septem- j

ber 1991. We redeemed the 9.65% medium-term notes in September 1992. The notes are unsecured obligations of the

Company.

On September 15,1992, we issued 560,000,000 of S 1/4% debentures w hich mature on September 15,2022. The

debentures are redeemable at prices declining from 103.78% of par on or after September 15,2002, to 100% of par on or

after September 15,2012. The net promeds from the sale wcre used to reduce shortaerm debt. In October 1992 the

remaining balance of $45,000,000 Series X first mortgage bonds w as redeemed.

5, Short-Term Debt

We hae arrangements uith certain banks to provide short-term credit on a committed as well as on an uncommitted and as

available basis. We currently have authority to issue up to 5 350,000,000 of short-term debt. We im e a 5200,000,000 revolv-

ing credit agreement u ith a group of banks. This agreement is intended to pmvide a standby source of short-term horrow-

ings. Under the terms of this agreement we are required to maintain a common equity ratio of not less than 30% at all times.
Commitment fees must be paid on the unused portion of the total agreement amount. At December 31,1992, we had

5275,500,000 of short-term debt outstanding.

Information regarding our short-term borrowings, comprised of bank loans, commercial paper and short-term sewage
fadlity revenue bonds, is as follows:

(thousands of dollars) 1992 1991 1990

Maximum short term borrowings 5314,998 5324,400 5302,900

Weighted aserage amount outstanding 5233,286 5221,481 5221,525

Weighted as erage interest rates, excluding

commitment fees, on balance during the y ear 4.1 % 6.4 % 8.5%

6. Sewage facility Revenue Bonds
in Denmber 1991, liarbor Elatric Energy Company (1IEEC), our w holly owned subsidiary, :ssued 536,300,000 of long-

term sewage facility revenue bonds (the bonds). The bonds are tax-exempt and are subject to annual mandatory sinking fund

redemption requirements and mature in the years 1995-2015. The bonds base a weighted aserage coupon rate of 7.3% On

December 10,1991, a portion of the proceeds from the bonds w as used to retire 521,000,000 of short-term sewage facility

revenue bonds at maturity. The remainder of the proceeds, which is on deposit with the trustee, is to finana the construction

of HEEC's permanent substation to be kicated on Deer Island (in Boston Harbor) and to fund an amount which must remain
in reserve with the trusice. In certain circumstances, should IIEEC have insuflident funds to pay certain costs on a timely

basis or be unable to meet artain net worth requirements, we would be required to make additional capital contributions or

loans to the subsidiary up to a maximum of 57,000.000.
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Note L Commitments and Contingencies

1. Capital Commitments

At December 31,1992, we had estimated mntractual obligations for plant and equipment of approximately $88,000,000.

2. lease Commitments

We had leases emering certain facilities and nguipment at December 31,1992 and 1991. Our estimated minimum rental

commitments under both noncancelable leases and transmission agreements for the years after 1992 are as follow n

(in thousands) 7btal
1993 5 32,409

1994 26,547
1995 20,048
1996 18,884
1997 16,987
Years thereafter 158,337

Total 5 273.212

We u ill capitalize a portion of these lease rentak as part of plant expenditures in the future. Our total expense for both
lease rentals and transmission agreements for the years ended December 31,1992,1991 and 1990 was $ 30,000,000,

s 33,500,000 and 5 32,000,000, respectiwly, net of capitalized expenses of 5 5,000,000, 54,800,000 and 5 3,000,000, respec.

tively. Lease payments under certain transmission line agreements are expected to be ofTset by the savings from a related energy

contract. Recovery of these lease pavments (net of any saving9 is collected through our retail fuel and purchased power rates.

3. Nuclear Insurance

The federal Price- Anderson Act currently provides $7,807,000,000 of financial protection for public liability claims and legal
costs arising from a single nuclear related accident. The first 5200,000,000 of nuclear liability is emered by the maximum

amount pmvided by commercial insurance. Additional nuclear liability insurance up to 57,245,000,000 is provided by a ret-

rospective assessment of up to $63,000,000 per incident levied on each of the 115 units licensed to operate in the United

States, uith a maximum assessment of $ 10,000,000 per reactor per anident in any year. The additional nuclear liability insur-
ance amount may change as new commercial nuclear units are licensed and existing units give up their license. In addition to

the nuclear liabibty retrosputive assessments discussed abme, if the sum of all public liability claims and legal costs arising
from any nuclear accident exceeds the maximum amount of financial protection, each licensee can be assessed an additional

five percent (53,150,000) of the maximum retrospectise assessment.

We haw purchased insurance from Nuclear Electric Insurance Limited (NEll) to aner some of the costs to purchase
replacement ;xnter during a prolonged acddental outage at Pilgrim Station and the cost of repair, replacement, decontamina-

tion or decommissioning of our utihty property resulting from covered incidents at Pilgrim Station. Our maximum potential .

adessments for losses which occur during current policy years are appmximately $10,000,000 under both the replacement

power policy and excess property damage, decontamination and decommissioning policies. All companies insured with NEIL

j are subject to retroactive assessments iflosses are in excess of the total funds avadable to NEIL. While assessments may also be

made for losses in certain prior policy years, we are not aware of any losses in those years uhich we beline are likely to result
in an assessment.

4. Hazardous Waste

- We continue to face possible liability as a potentially responsible party with respect to the cleanup of certain hazardous waste

sites. At the present time we are subject to claims with respect to approximately twehe of these sites in Massachusetts and in

other states. In the majority of cases we are one of many parties and our alleged share of this responsibility is appmximately
1% or less. During 1992 we expensed approximately $1,100,000 with respect to some of these sites We beliese that the
likelihood we will incur any material liability with respect to the remainder of these claims .is remote.

5. Hydro-Quebec

Along with other New England electric utilitie*, we have entered into an agreement to expand the existing 690 MW transmis-
: sion line interconnection with the Hydro-Quebec system of Canada to 2,000 MW. %ese transmission facilities were trans-

ferred to the New England Power Exchange for commercial operationr on Nmember 1,1990. We have appmximately an
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l 1% equity ownership interest in twu companies who own these transm:ssion facilities, w hich is included in our <unsolidated . !

- financial statements. All equity participants are required to guarantee, in addition to their own share, the total obligations of j

those participants who do not meet certain credit criteria and are (umpensated accordingly. At December 31,1992, our por- !
i

tion of these guarantees was approximately 524,000,000.

6. Yankee Atomic Dectric Company ;

On February 26,1992, the Board of Directors of Yankee Atomic Electric Company (Yankee Atomic) decided to permanently _ ;

discontinue power operation of the Yanker Atomic nuclear generating station and, in time, decommission that facility. We !

relied on Yankee Atomic for less than one perant of our system capacity. Our 9.5% stock imestment in Yankee Ate ric is val- !

ued at approximatelv 52,000,000. ,

On June 1,1992, Yankee Atomic filed a request with federal regulators for approval of an amendment to the power cun-

i tracts with unit ow ners, which provides for continued collection of Yankee Atomic's imestment and decommissioning costs |

through July 2000, the period of the plant's operating liwnse, and to adjust contract rates based on Yankee Atomic's revised ;

decommissioning and operating and maintenance costs estimates, j
The estimate of our share of Yankee Atomic's cust of dr .ummissioning the plant, is approximately 538,217,000 as of !

December 31,1992. This estimate, which is subject to ongoing review and revision, is recorded on our consolidated balance - !

sheet as a power contract liability and an ofTsctting p<mer contract deferred debit. These costs tr' ed to Yankee Atomic will
continue to be colk cted from our customers through revenues in accurdance with the 1992 Retail Settlement Agreement. [

i

7. Litigation j

On March S,1991, we were named in a awsuit brought in the United States District Court for the District of Massachusetts !l

alleging disniminatory employment practices under the Age Discrimination in Employment Act of 1967 concerning fortysix
employees affected by our 1988 reduction in force. Legal counsel is currently analyzing the allegations made in these actions

and intends to defend us vigorously. Based on the information presently available, we do not beliese the lawsuit will have a

material negatis e impact on our financial c- tion.

Note f. Pensions, Other Postretirement and Postemploy ment Benefits .;

we have a noncontributory funded retirement plan, with certain features that allow voluntary contributions. Benefits are

based upon an employee's years of service and compensation during '.he last years of employment. Our funding policy is to

(untribute 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 can deduct for federal income tax purposes. Plan assets are primarily equities, bonds,

insurance contracts ad real estate.

The components of our net pension cost for 1992,1991 and 1990 were as follow s:

*

(in thousands) 1992 1991 1990

Current service cost - benefits, earned during the period s10,653 5 8,567 5 6,686

Interest cost on projected benefit obligation 32,2S7 29,S17 31,627"

Actualreturn on plan assets 4 2 3,261 L (60,873) (9,464)

Net amortization and deferral < 13,549) 26,811 (26,269)

Net pension cost 5 6.140 "i s 4,322**) 5 2,580 [
t

(a) In 1992 and 1991, in accordance with generally accepted anuunting principles apphcable to rate regulated companies in our state, we ;
!deferred om net pension cmts. Consistent with the 1992 Retail settlement Agreement we are allow ed to continue defernng these costs

and we are assured reemen from customers over time. |

,

|
i

i

t

I

:
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The following table sets forth the plan's funded status at Deu mber 31,1992 and 1991:

(in thousandi) 1992 1991

Actuarial present value of benefit obligations:
Accumulated benefit obligation, includine vested benefits of $322,836 and $ 314.666 1339,035 - 5331,997'

Pian assets at iair value $ 392 ALG 5402,977

Projected obligation for service renderal to date (418,312)- (409,265)

Projected benefit obligation in excess of plan assets (25,905) (6,288)

. Unrecognized prior service nist 8,817 : 9,495

Uruecognized net gain 46,810) - (21,899) -

Unremgni7ed net obligation 10,866 11,800

Accrued pension cost included in accounts payable at December 31 5(13,032)- 5 (6',592)

He weighted as erage dismunt rates we used to measure our projected benefit obligation for' 1992 and 1991 were

8.25% ' Our expected weighted aserage long-term rates of n turn on plan assets for 1992 and 1991 was 10.0% Our rate of
(vmpensation increase for 1992 and 1991 was 4.5%

in addition to pension benefits, w e also proside certain health care and life insurance benefits to our retired employees.

The cost of providing those benefits net of employee mntributions was approximately $8,300,000 in 1992, 57,700,000 in -

1991 and $6,800,000 in 1990. We capitalized approximately 23% of these costs. We currently reemd health care benefits
and leath benefits as claims are paid.

We will implement SFAS No.106 " Accounting for Postretirement ik-nclits Other than Pensions'in the first quarter of ,

1993. We are currently studying our impicmentation options. Our total transition liability is estimated to be approximately . |
s200,000,000. Under the twenty-year amortization option, the expeded additional armual cost would be 520,000,000. In - '[
acmrdance with the 1992 Retail Settlement Agreement, we will phase in postretirement employee benefit costs up to the tax I

deductible funding amount over five years, resulting in expenses of 53,000,000, 56,000,000 and 59,000,000 in the three set- |
tiement years. In early 1993 the FASB's Emerging issues Task Force (EITF) issued accounting guidelines for postretirement j

benefit costs by regulated companies. nese guidclines allow deferral of such additional costs only if regulators authori7e spe.

ific deferral and recovery periods for postretirement benefit costs not currently received in rates. Our regulators have not hadc

'the opportunity to review these guidelines and we are unable to determine how they will respond to them. If current regulato-
,

ry treatment is insuliident to meet the EITF requirements and we are unable to obtain sufficient modification, we might bc ;

required to expense a portion of the additional mst. f
In November 1992 the FASB issued SFAS No.112 " Employers' Accounting for Postemployment llenefits" which . ;[

becomes effective in 1994. SFAS No.112 requires use of an actuarial basis for computing the liability for benefits (other than .{
pensions and postemployment benefits) for former or inanite employees, their benefidaries and mvered dependents. We are [
currently recognizing these benefits primarily as claims are paid. We have not fully determined the means of collecting these i

expenses or ofimplementing this accounting pronouncement (preliminary estimates are in the process of being prepared by
our actuaries). The adoption of this pronouncement is i.ot expected to impact our cash fiows in the near future.
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Note G.11mg-Tcrm Pow er Contracts [

' 1.14mg-Term Contracts for the Purchase of Electricity
' We base a rtain long term mntracts for purthasing dcctric pmtr. Under these contracts, we' pay our share of the operating ants j
; (includmg depreciation and a retur n on capital) through the mntract expiration date. We included the total annual unts under [
these contracts with our purchased pmer expense in the umsolidated statements ofinanuc. Ecse contracts are as follows:

prop >rtionate shareiin thousands) !
Units of 1992 1992 Interest Debt

Contract Capacity Minimum Purtion of Outstandmg

Expiration Purc hased'*l Dcht Minimum % rough Cont.

Generating Unit Date % MW Senice Debt Service Exp. Date !

Canal Unit #1 2001 25.0 142 5 1,025 5 354 5 2,307

Connecticut Yankee Atomic 2007 9.5 56 2,769 1,898 17,500

Mass. Ilay Transportation .

Authority Gas Turhine 2005 100.0 35 (b) th)- (b) !

Ocean State Power Unit #1 2010 23.5 65 5,593 4,231 24,243

Ocean State P<mer - Unit #2 2011 23.5 65 4,509 3,481 19,757 |

Northeast Energy Associates (c) o) 219 (c) (c) (cr ;

'Ihtal 513,896 $ 9.964 563,bO7 j
,

(a) The Northeast i n a boatt s mntract represents td % of our total sy stem generation capabihty . The remaming units listed alme I

aggregate 10.2% ,

(bt We are required to pay the greater of 522.00 per kihmatt-year or 90% of the New England Power Pool (NI POOL ) apabibty respan. ;

sibihty adjustment (harge up to 56 LOG per Lilowati-year times the quahfied capacity (nsrrently rated at 33.6MW) plus incremental

operating, maintenanc e and f uel msts. The total charges for this contract in 1992 w ere approximately 51,993,000.

(c) We purchase approumately 75.5% of the energy output of this umt under two contracts. One contract represents 135MW and
expirrs in the year 2015. The other omtract is for 84MW and expires in 2010. We pay for this energy based upm a price per kWh

,

reteised. The total (harpes for these mntracts in 1942 wcre 5113,292,000. !

Our total cmts for these contracts in 1992,1991 and 1990 were 5217,178,000,5153,577,000 and $93,707,000, .i
"

respectisely.

He aggregate principal amounts of our future unconditional purchase obligations due m the period 1993 through 1997 ;
'and 1998 and thereafter are $79,087,000, S74,758,000, $80,425,000,580,509,000,573,525,000 and $800,303,000,

frespwtiscly. The aggregate present value of these obligations is 5599,512,000.

i

2. Long-Term Power Sales j

We sell a portion of the output from Pilgrim Nuclear Power Station to other utilities under long-term contracts for the sale of i

ehrtric power. The contracts are as folhm s- j
Year of Units of ;

Contract Capacity Sold ;

Contract Expiration % - MW i

Commonwealth Electric Company 2012 11.0 73.7 ;

Montaup Elearic Company 2012 11.0 73.7 ;

Various municipalities 2000'") 3.7 25.0
.

!Total 25.7 172.4
i

(a) Subject to certain adjustments.
,

Under these contracts, the participating utilities bear the;r proportional share of the msts ofoperat ng Pilgrim Nuclear |
i

Power Station and associated transmission facilities, including operation and maintenance expenses, insurance, local taxes, j

depreciation, decommissioning and a return on the capital imested {

i
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Note 11. htimated I uture Costs of Disposing of Spent Nut lear Fuel and Retiring Nuclear G nerating Plants-

We have expar.ded our spent nuclear fuel storage facility at Pilgrim Station to include sufIlcient room for spent nuclear fuel

through approximately the year 1995. However, under the Nuclear Waste Policy Act of 1982, the United States Department ,

of Energy (DOE) is responsible for the ultimate disposal of spent nuclear fuel. We are unable to predict hmv and w hen the !
DOE will eventually construct a repository facility and what will be the effect upon us if DOE should fail to meet its !

responsibility in a timely fashion. -(
We presently dispose of knt-level radioactis e waste (LLW) generated at Pilgrim Station through arrangements with {

' licensed disposal facihties located in Harmvell, South Carolina. As a resuh of developments which have occurred pursuant to !

the Low.lcsel Radioactive Waste Policy Amendments Act of 1985, our mntinued access to such disposal facilities has become j

severely limited and signihcantly increased in mst. We have made arrangements for awess to the Barnwcll site through July .

1994. We do not presently beliete, however, that disposal site access will be providal after that date. Although legishtion has |
been enacted in Massachusetts establishing a regulatory method for managing the Commonwealth's LLW including the possible |
siting, licensing and mnstruction of a LLW disposal facility within the Commonwealth, it appears unlikely that st.ch a facility |

'

will be mnstructed in a timely manner. Pending the construction of a disposal facthty within the Commonweahh or the

adoption by the Commonwealth of some other LLW management method, we continue to monitor the situation and are

investigating other options which are available to us, including the option of on-site storage. !

We are rewiring funds from customers each year to cover our cost of decommissioning (i.e., retiring) Pilgrim Station at the |
end ofits useful hfe. The charges to our retail customers are based upon a 1991 estimate of $ 328,000,000 to demmmission the |

plant as appnned by state regulators as part of the 1992 Retail Settlement Agreement. We also collect a prmision for the cost of |
decommissioning Pilgrim Station from other utility companies and municipalities who hase contracts with us to purchase a portion j

of the electricity generated by the unit over its lifetime. The funds mllected for dnummissioning are restricted in their use. .{
We are also an investor in two other domestic nuclear units fincluding the permanently closed Yankee Atomic nudcar j

unit). Both of these units receive through the rates charged to their customers an amount to uner the estimated cost to dispose {
.

of their spent nuclear fuel and to retire the units at the end of their usefullives.
.

Note L Can(clied Nudear linit .|
In May 1982 we began to expense the cost of our cancelled Pilgrim 2 nudear unit over approximately eleven and one. half years f
in accordance with an order receised from state regulators. We will not expense any costs associated with the cancelled |

3- lilgrim 2 nuclear unit in 1993. The remaining balance of 519,067 000 at December 31,1992 will instead be expensed in4

1994 and/or 1995 in accordance with the terms in the 1992 Rctail Settlement Agreement.

Note J. Pilgrim Stationiin cutise Bonus and DeferralofIdgar Inergy Park Projett .f,

in the fourth quarter of 1992 we recorded approxi. ly 58,200,000 in incentive revenues based upon Pilgrim Station's performana "|
and a one-time durge to expense of s8,000,000 reprewnting the writedown of our investment in the Edgar Energy Park project. |

'
This proje t has been deferred indefinitelv sinc e additional generating capacity is not expeced to be needed for several years.

Note K. f air Valuc ofIinancial Instruments

The fcalowing methods and assumptions were used to estimate the fair value of each dass of financial instruments (induding

liabilities) for which it is practicable to estimate the value: ,

Nu lear Decommissioning Fund |
The fair value of securities held in this fund are approximately 553,729,000. |

Cash and cash equivalents i

- He carrying amount of 5 3,947,000 approximates fair s alue. j

Mandatory Redeemable Cumulatis e Preferred Stoc k, first Mortgage Bonds, Sewage Facility Res enue Bonds, |
Debentures and Unsecured Medium-Term Notes -|
The fair values of these securities at December 31,1992 from investor's standpoint are based upon the quoted market prices of |
similar issues or on current rates ofTered to us for the same remaining maturities. j

Carrying Fair j
<in thousands) Amount Value j

Mandatory redeemable cumulatis e preferred stoc k 5 98,000 5100,100 _j

First mortgage bonds 638,625 ' 662,803' |
Sewage facility revenue bonds 36,300 37,595 |
Debentures 385,000' 416,594

|
Unsentred medium-term notes 50,000 53,550 |

l
..
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Report of Independent Accountants

To the Stockhoklers and Directors ofIkiston Lhson Company

We base audited the aco>mpanving consolidated balante sheets ofIWston bhson Company and subsidiar t the Company) as of
December 31,1992 and 1991 and the related consolidated statements of income, retained earnings and cash flows for each of

the three years in the periixl ended Dectmber 31,1992. These financial statements are the responsibility of the Company's

management. Our responsibihty is to express an opinion on these financial statements based on our ambts.
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 u hether the financial statements are fice of material misstatement.

An audit imludes examining, on a test basis, esidence supporting the amounts and disclosures in the financial statements. An

audit al o imlud. s assessing the accounting principles used and signiii(ant estimates made by management, as well as evaluat-

ing the us erall financial statement presentation. We believe that our audits procide a reasonable basis for our opinion.

In our opmion, the consolidated financial statements referred to aboce pnsent fairly, in all material respects, the financial

position of the Company a. of December 31,1992 and 1491, and the consolidated results of its operations and its cash flow s

for each of the three years in the period ended December 31,1992, in c onformity with generally at ecpted accounting princi-

pies.
As discussed in Note A of * Notes to Consolidated I mancial Statements", in 1990 the Company c hanged to the unbilled

method of recogniring r esenues.

./

/
./

lbston, Massai husetts

January 26,1993

i
|

.

,

a

:

,

43



- , . - - _ -- _,

i
I

- -- -- 'i

' Selected Consolidated Financial Statistics [Unaudited) I

!
.

. t
- Quarterly Financial Data . -j

.;

i
(in thousands, except earnings per common share) j

!
Balance Earnings j

Operating Operating Net Available for Per Share of
;

Revenues income inmme Common Stock Common Stock >

1992 i
;

- First Quarter s 343,505 s 41,930 5 13,816 5 9,553 5 0.23
3

Second Quarter 300,566 32,629 4,953 852 0.02 ;

Hird Quarter 408,255 100,890 73,698 69,593 1.60 I

Fourth Quarter 359,427 45,451 14,831 10,750 0.24 |
r

1991

First Quarter 5 318,247 s 35,214 5 8,491 5 4,078 5 0.10 j
Second Quarter 293,947 32,213 4,618 205 0.01 -|

Third Quarter 402,830 97,697 68,780 64,367 1.64 |
Fourth Quarter 339,477 40,737 12,781 8,409 0.21 |

-i
.f

(a) Based upon the weighted aserage number of common shares outstandmg during the quarter. |
t

Our electricity sales and revenues are seasonal in nature, with both being lower in the spring and fall seasons. In addition, ^f
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. Acmrdingly, a significant portion of annual carn- j
ings occurs in the third quarter. As part of the 1992 Retail Settlement Agreement crrtain 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 quar-
{ter net incume. i

'i
Quarterly Stock Data

- Following are the reported high and low sales prices of our common stock on the New York Stock Exchange Consolidated ;

' Tape for each of the quarters of 1992 and 1991 and the dividends declared per share during each of those quarters:
'{
l

1992 1991 1

High Low Dividends - High Low Dividends '!
'

First Quarter $24 5/8 522 1/8 50.410 $201/2 518 1/4 50.395 I

f(
Second Quarter 26 22 3/8 0.410 20 5/8 19 1/8 0.395

Third Quarter 26 7/8 24 7/8 0.410 21 3/4 18 1/2 0.395

Fourth Quarter 28 1/4 24 3/4 0.425 24 7/8 21 1/4 0.410- ;

l
L

Certain reclassifications have been made to the data reported in prior years to mnform to the method of presentation used in
~{1992. ;
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Selected Consolidated Operating Statistics
1492 1991 1990 -1989 .1958

Capacity - MW:
New ibston Station ' 760 760 760 760 760

Pilgrim Station 670 670 670 670 670

Mystic Station 1.005 1,015 1,014 1,018 1,027

1. Street Station 22 22 22 22 22

W.F. Wyman Unit 4 36 ' 36 36 36 36

Jet turbines 259 259 259 251 249

Total 2,7;' '762 2,761 2,757 .2,764-,

Contract purchases 1,t57 1,293 924 1,102 1,301

Contract sales (303) (293) (173) (171) (173)

Net capability at year-end :3.606 3,762 3,512 3,658 3,892

Net capability at peak-MW T 587 3,695 3,505 3,483 3,200

Capability responsibility

to NEPOOL at peak-MW 3.396 3,311 3,393 3,443 3,253

Edist n territory:

llourly peak.MW 2,54i 2,652 2,548 2,626 2,626

1 cad factor 62.0 % 60.0 % 62.2 % 61.4 % 60.5 %

Generating station economy: (IITU /nct kWh) 10,234 10,331 10,403 10,309 10,050

Aserage cost of fuel (Company)- e per million IITU:
Fossil 246.69 240.18 255.51 254.56 226.91

Nuclear 52.1x 56.18 59.05 56.79 -

Composite 166.93 180.49 191.48 223.86 -

Capability (net kW D
Fossil bl% 81 % 81 % 82 % 83%

Nuclear 1% 19% 19 % 18 % 17 %

Generation (system kWh excluding interchange):
hmil 69% 70 % 72 % 87 % 90 %

Nuclear 31 % 30% 28 % 13% 10%

Utility plant ($ in 000's):
Expenditures 213,621 202,589 240,902 234,253 244,807

Retirements 34 m 6 30,333 27,180 14,042 12,017

Accumulated depreciation 1,177,244 1,097,991 1,015,371 950,298 862,297.

Depreciable plant 3.544,040 3,488,269 3,277,616 .3,130,031 2,910,390

Number of employees at year-end 4,540 4,637 4,738 4,686. 4,559

Certain recakulations have been made to the data reported in pnor years to conform to the metimd of presentation used in 1992.
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Selected Consolidated Sales Statistics i

1992 1991 1990 1989 1988

Electric energy: (kWh in thousands) {
ISources (bystem output):

Generated 11,679,824 10,602,110 12,744,238 11,679,060 8,653,274 *

E. Purchased 5,449.225 4,651,101 4,305,491 4,177,079 4,474,726
"

New England Power Pool 932,121 1,274,522 1,065,731 1,170,847 1,955,754
Total 16,061,170 16,527,733 17.115.460 17,026,986 15,083,754 i

iDisposition:
R-tail sales: ;

Commercial 7,202,580 7,132,179 7,183,347 7,095,297 7,004,452 i

Residential 3.424,275 3,382,306 3,430,720 3.413,801 3,430,611 '

iindustrial 1.678.242 1,684,864 1,750,325 1,845,441 1,839,363 t

Streetlighting 133,052 130,823 132,016 132,791 131,549 [

Railroads 159,458 148,717 143,197 126,971 90,697 I
Total retail 12,5"7,o0/ 12,478,889 12,639,605 12,614,301 12,496,672

~

Sales for resale - total requirements 310,7 i i 333,025 336,343 332,800 331,918

Territory total 12M25, MO 12,811,914 12,975,948 12,947,101 12,826,590 |

Sales for resale . partial requirements 4,034,593 2,579,854 3,222,936 2,896,120 1,122,289
Total - system 17 u12,913 15,391,768 16,198,8b4 15,843,221 13,950,879 !

Miwellaneous usage 1,048,257 1,135,965 916,576 1,183,765 1,132,875 !

Total 16,061.I70 16,527,733 17,115,460 17.026,956 15,0S3,754 I

Kilowatthours - annual growth percent: [
Retail sales:

Commercial 1. 5% (0.7F6 1.2% 1. 3% 3.8%
Residential 1.2 (1.4) 0.5 (0.5) 7.6 I

Industrial (O A ) ( 3.7) ( 5.2) 0.3 ;0,7) i

Streetlighting i.7 (0.9) (0.6) 0.9 (0.8)
Railroads ~7 . 2 3.9 12.8 40.0 -

Etal retail 1.0 (l.3) 0.2 0.9 4.8
Sales for resale - total requir ements (0.7) (1.0) 1.1 0.3 5.3

'li rritory total 0.9 (1.3) 0.2 0.9 4.8 +

Sales for resale - partial requirements .5.3 (20.0) 11.3 158.1 30.4
Total - system 9A ( 5.0)% 2.2% 13.6% - 6.5%

htai electric operatmg revenues by clas*:
Commercial 47"o 47% 46% 45% 47% -|
Residential 26% 26 % 27% 26% 28%
Industrial 10% 10% 10 % 10% 11 %

Sales for resale 13 % 12 % 13% 15 % 11%
'

. Other 4"a 5% 4% 4% 3%
Electric sales statistics;

Residential averages:

Annual kWh use 6,101 6,053 6,150 6,160 6,270 -

Revenue per kWh 10 M0c 10,60c 10.09c 10.15e 9.91c
:Annual bill 5665 01 5641.62 5620.54 5625.24 5621.36 -

Aserage number of customers 646,215 642,967 642,041 637,871 629,659 - '

.

Certain reclassifications and recalculations have been made to the data reported in prior years to conform to the method of pre-
sentation used in 1992.

,

1
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Selected Consolidated Financial Statistics ~
_-

1992 1991 1990 ~ 1989. ~1988

. Operating revenues (000)- $ 1.411,75 3 51,354,501 51,314,440 - $1,3 39,956 51,230,384

Balance for common (000) s90,745 577,059 577,788 s(33,788) 570,071 ;
Per common share:

Earnings (loss) 52.10 51.96 52.01(*) 5(0.88)(b) 51.86 _|
Dividends declared 51.655 51.595 51.535 51.745 51.82 i

t

Dividends paid - 51.64 51.58 51.52 51.82 51.82

Book value 51S.71 517.90 517.20 516.71 .S19.36

Cash flow (C) 55.56 55.64 56.86 55.10 $4.55 .

Payout ratio 78 % 81 % 76% - (d) 98 % <;

Return on average common equity 11.5% 11.3 % 11.8 % (4.6fb 9.6% |
Year-end dieldend vield 6.2% 6.6% 7.9% 7.6% - 11.0 % i

'

Fixed charge coverage (SEC) 1.9 h 1.86x 2.13x 0.52x 2.08 x

Cap;tahzation:
>

Long-term debt 51 % 34 % 55 % 32 % 50% =

Preferred and preference equity 10% 10 % 11 % 12% - 12 % -

Common equity W% 36 % 34 % 36 % 38 % :

j[limg-term debt (000) 51,091.073 51.136,765 s1,074,025 5948,839 5966,534

Mandatory redeemable preferred /

preference stocks (000) s48,000 5100,000 5100,000 $100,000 5100,000

Total assets (000) s 4,?b9.910 s3,120,549 s3,014,169 52,878,271 .52,817.050 '

internal generation after f
dividends (000)M 5206,731 5191,016 5187,954 5147,449 5104,241 :

Plant and nuclear fuel 1
expenditures (000) 5230,602- $214,213 5255,784 5235,946 5245,103 -[

Internal generation 40 % 89 % 73% 62 % 43% '|M
'

. .

Common stockholders at ycar-end 44,063 44,687 45,826 49,149 49,976 _j.

Common shares outstanding:
_

Weighted average 43.143,953 39,347,824 38,778,901 38,245,648 37,683,515 ;

Year-end 44,763,055 42,047,356 38,998,531 38,526,085 37,893,791 }
Stock price .11igh 2h 1/4 24 7/8 20 1/4 22 1/8- 18 3/4 |

I
- Low 22 1/S 18 1/4- 16 1/2 15 3/8 ,12 1/2

i

. Year end 27 1/2 24 3/4 20 20 - 16 1/2
'

Year-end market value (000) 51,230,984 51,040,672 5779,971 5764,913 5625,248

Trading volume - 26,460,900 17,464,300' 19,652,300 29,938,900 46,517,5001
.

. Market / hook fyrar-end) 1,47x 1.38x 1.16x 1.20x .85x f

Price / earnings ratio (year-end) 13.1- 12.6 10,0 - ' -(d) g,g ,

'~

,

(a) Imludes 50.41 per tummon share from an accounting change.
(b) includes 52.78 pu common share lms applicabic to rate and contrad settlements,

(c) Excludes dhe of rate and contract settlements. '
(d) Not calculated based upon a hess per commun share. A payout ratio of 96% and a price / earnings ratio of 10.5 mere cakulated based

upon 51.90 operating earnings per mmmon share, culuding the 52,78 per common share loss due to rate and contrad settlements.-

Certain reclassifications base been made to the data reported in prior years to conform to the method of presentation used in .
_ [1992.
:
.

>

f

~

:47| {
$



- _ _ . - _ _ _ . . .. .. .. .. .. ...

L
i

Offices - Directors

Bernard W. Reznicek, Chairman of the ik>ard, President and a,d - William F. Connell, Chairman and Chief
: Chief Executive Ollicer ' Executive OfIicer, Connell Limited Partnership
Thomas J. May, Executive Vice President (metals recycling and processing and industrial

'

production)
George W. Davis, Executive Vice President

d,f Gary L Countryman, Chairman of the Board and
E. nomas Bouletic, Senior Vice President - Nuclear Odef Executive Oflicer, Liberty Mutual Insurann
Cameron 11. Daley, Senior Via President - Power Supply Company

. John J. Desmond, Ill, Senior Vice President - legal George W. Davis, Executive Vice President,

L Carl Gustin, Senior Vice President - Marketing & Bonon Edis n Company

Customer Service a,c,f nomas G. Dignan, Jr., Partner, Ropes &
John J. liiggins, Jr., Senior Vice President - Human Resounts Gray (law firm)

Ronald A. Ledgett, Senior Vice President - Power Delivery b,d Charles K. Gifford, President, Bank

Charles E. Peters, Jr., Senior Vice President - Finance ofik>ston Corporation (hank holdmg annpany)
-

'

and The First National Bank of Boston
Marc S. Alpert, Vice President and Treasurer a,h,c Nelson S. Giflord, furmer Via Chairman, Avery
C. Bruce Damrell, Vice President - Engineering Dennison Corgmration (pressure-sensitive adhesives
Operations and Services and materials, oHice pnxlucts, pnxluct indentifiation

Richard S. Ilahn, Vice President - Marketing and mntrol systems, and specialty chemicals)

a,e Kennah L Gusmu, Gennal Panner, Long BayDouglas S. Horan, General Counsel
Management Company (real estate development)

Joel Y. Kamva, Vice President - Produdion Operations
h,c,d Matina S. Ilorner, Executive Vice President,- .

i.sartin S. Karl, Vice President - Corporate Planning Teachers Insurance and Annuity Association and

Edward S. Kraft, Vice President - Nuclear Operations and College Retirement Equities fund
Station Director e,f William D. Manly, Former Executise Vice
Craig D. Pelfer, Vice President - Customer Service President, Cabot Corporation (energy and '

performance chemicals)
Arthur It Phillips, Jr., Vice President - Corporate

Thomas J. Mav, Executive h,.ee I, resident,Information Services c
'

Boston Edison Company
Robert J. Weafer, Jr., Vice President, Controller and Chief '

Accounting Olliccr h,c,d Sherry H. Penney, Chancellor, Linisersity of ~.
Massachusetts at Boston

Theodora S. Convisser, Clerk of the Corporation
a,c Bernard W. Rezniak, Chairman, President and

Donald Anastasia, Assistant Treasurer
Cidef Executise Ofliar, Boston Edison Company

James J. Judge, Assistant Treasurer e,f IIerbert Roth, Jr., Ibrmer Chairman of the
Wayne R. Frigard, Assistant Clerk of the Corporation Board and Chief Executive Oflicer, LFE

'

Corporation (tralTic and industrial pnms
control kystems)

e,f Stephen J. Sweeney, Former Chairman of the Board

and Chief Executive-OfIlcer, Ikeston Edison Company

h,d Paul E. Tsongas, Partner, ruley,11oag and

Eliot (law firm)
e,f Charles A. Zraket, Trustee The MITRE

Corporation (not-for-profit system research and
engineering firm)

'

]

a Member of Executive Committee
b Member of Audit, f:inana and Risk Management

Committee

Member of Pricing Committeee

d Member of Executise Personnel Committee

Member of Nuclear Osersight Committeee

f Member-of Capital bnentment Committee
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Dividend Reinvestment Plan

our Disidend Reimestment and Common stm k Pun base Plan is asailable to om common and prelcrred stot khoklers.
Undcr the Plan, conunon and prefi rred stoc khohler s may bas e their du i<h nds reimested in our common st
market prh t s. ot k at current

All participants mav imest optional (ash mntributions, up to a maximum of $5 000 per quarter w hi himested at the current market price. n ill beParticipants do not pay !ces or umunissiom.
,

, c

All recordhohlers of shares of conunon and preferred stock are chgible to participate din cth in the Plan. Beneficial
(m ners of our stot k u hose shares are registered in names oth r th
participation uith the recordhohicr. an thcu ow n (e.g., a broker or bank nonnnect must arrange

e

bank nominec, thes mu-t become a recordbokler bs hasing the shares transferred to their ou n nameIf for any reason a bencricial ou ner is unable to arrange participation with their broker or
All t orrespondem e concerning t hanges in Plan ou ncrship shouhl be directed to the Plan Agent:

.

The f irst National Bank of Boston
Dh idend Reimestment Unit
31 ail Stop: 45-01-06
P. O. Hos 16S1

lloston, 31assac husetts 02105-1681

Irnportant Stockholder Information

Annual Meeting
SI C lorm 10-K

Our Annual Meeting of 5tockhobh rs u ill be held on April
27,199( at I1:00 a.m. Il sou uish to n ceise a copy ol' Stot khohlers mas obtain a copy of our annual report to the

Securitics and lachange Commission, on l'orm 10-K, includ-Bernic Runit ek's remar k3, please u rite to our Imestor Rt la-
tions 1)cpartment. ing our financial statements and n lated schedules In making a

u ritten request to our (mestor Relations 1)cpar tment.
Company Contac t

Quarterly Report to Shareholders
Theodora Comisser, Clerk of the Corporation

Benclkial on ncrs of our stot ks w hose shares are registered in
1m estor Relations Contact names other than their ou n (e.g., a broker or bank nomince)
Dan Dc4ardi"' obtain mpin of our Quarterh- Reports to shareboklers
Director, im estor Relatmm on an on-going basis by making a written request to be plac ed

on our maihng list. Plcee send mur request to our General
General Of& es

"" '" d* ""'"'I"n of the Im en>r Relations
"'"

600 Boy 1ston strect, Boston, Ma sachusetts 02199-2599 Department. Note that the Annual Report will mntinue to be
1617)424 2000

'" ded to beneciai onncrs durcth bv their bank or broken
Sto( L 1istings hiquiries Concerning 5tm k
N.

ew b. k and Boston stoi k cu hanges 11 y ou base questiom mncernine mur diudend pas ments
r

5tm k Symbol dnidend diiert deposit, disidend reirnestment plan status,
--

- '

transfer procedures and other stm k an ount nutters, pleaseIhr

i nntact our 5 toc k Tramfer Agent at the follouing address:
Dicidend Payment Dates

Common and Pn ferred The First Nationalllank of Boston
1st of 14 bruart, Mat, August, Nmember Shareholder Servic es Division

31 ail Stop: 45-02-09
i m Stat-f - Dh iamds nab-u

Generalh, unless sou are suhjert to certain est mptions all "*
disidcuds on our common, preferred or pn lerence stm k are
to he ((insi<h red 100" , ta\ahic. Il.

sou are kubmitting documents requesting a transfir,
addri ss c hange or au ount consolidation, please use this same

Stot L Transfer Agent, Registrar of Sim L and Dividend
addnu with Mail Stop: 45-01-05. If mu wouhllike to

Reimestment Plan Agent

The Iirst National Bank of Boston contact the Bank by telephonc and are a sharehohler hving
outside of Massachusetts, call toll free 1400 442-2001. For
sharehohh rs in Massat husetts, please call 617 575-2900

49
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SECURITIES AND EXCIIANGE COMMISSION
Washington D.C. 20549 j,

FORM 10-K !

.: { X ] ' ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF Tile SECURITIES EXCHANGE ACT [
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PART I

'
Item 1: BUSINESS

Item 1 (a): GENERAL DEVELOPMENT OF BUSINESS

Item 1 (a) (1): DESCRIPTION OF BUSINESS

Boston Edison Company ("the Company") is an investor-owned regulated
public utility engaged in the energy and energy services business, which
includes the generation, purce.se, transmission, distribution and sale of ,

electric energy and the develonent 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 i

located at 800 Boylston Street, Boston, Massachusetts 02199, and its main
telephone number is (617) 424-2000. ,

Item 1 fa) (2): DESCRIPTION OF BUSINESS DEVELOPMENTS

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 I

several years in business opportunities related to the Company's core
businesses.

Item 1 (b): FINANCI AL INFORMATIO*4 ABOUT INDUSTRY SEGMENTS

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.

Item 1 (c): NARRATIVE DESCRIPTION OF BUSINESS

Iten 1 (c) (1) (1): PRINCIPAL PRODUCTS AND SERVICES
'

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 consolidated sales statistics contained on page 46 of the Annual
Report to Shareholders for the year ended December 31, 1992, incorporated
herein by reference.

Item 1 (c) (1) (ii): EXPECTED PLANT EXPENDITURES AND RELATED FINANCING ,

For certain information concerning the Company's expected plant !

2 '
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i

!
!

!
!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 i

requirements and long-term debt maturities (as adjusted for all new financings ;

in early 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 3

:

Plant Expenditures (l) 5250,000 $195,000 $200,000 $205,000 5210,000 i

(AFUDC) (2) 9,000 9,000 7,000 6,000 7,000 ,

Debenture maturity - - 100,000 100,000 100,000 |
Medium-Term Note i
Maturity - 50,000 - - - t

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 c

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") i

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.

Demand Side Manaaement Proaram Expenditures. The Company plans-to spend
significant amounts as part of its energy conservation plan in its retail i
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 |

I

I

|
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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.

L

Liouidity and Workino Capital Reouirements. Financino. The Company's e_ stimate
of working capital needs for calendar years 1993 and 1994 is expected to be i

consistent with historical levels, excluding the effect of cash outlays
associated with the 1989 Retail and Wholesale Settlement Agreements,

s

The Company meets working capital requirements, as well as the interim o

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

i

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
long-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 $1.46 series preference stock. In the third quarter 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 i

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 expenditures made for
extensions, additions and improvements to the Company's plant investment or i

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
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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, ,

6 1/8% due 1997; $50,000,000 series K, 6 7/8% due 1998; $50,000,000 series L, i

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 1, 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 5 and series U First Mortgage BoMs totalling $40,000,000 are subject j
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. 1

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 i

debt, 11% preferred / preference stock and 34% common equity. |

Rate Froceedinos. Pilarim Nuclear Power Strtion and Cotlook for Future |

On October 30, 1992, the DPU approved a settlement agreement ("the 1992 f
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 i

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 into ;

income in 1993 and 1994 up to a total of $30,000,000 of certain previously i

recorded deferred income tax reserves if it would not otherwise achieve an
'

11.75% rate of return on common equity 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

5
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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 i

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 DPll approved a settlement agreement effective

November 1,1989 ("the 1989 Retail Settlement Agreement"), relating to certain i

proceedings in which it was involved. Under that agreement, the Company
,

agreed to limit retail revenue , creases prior to November 1,1992 to
approximately 2% per year, subje3 to adjustment based on the performance of
Pilgrim Station. In accordance with this settlement 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. i

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 implement 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 (PB0BSs) to these employees. The Company's 1993 costs for PB0Bs |̂
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, 56,000,000 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

6
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deduccible basis in 1993. These deposits and current retiree benefit payments !

tre expected to approximate the cost calculated in accordance with SFAS No. i

106. The Retail Settlement Agreement provides for deferral of the funding i

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 i
'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)1(xii) " Environmental ;

Matters" following, regarding an agreement 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) (iii): SOURCES AND AVAILABILITY OF FUEL SUPPLY
,

The Company's generation units, other than Pilgrim Station, are fueled by
oil 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 period are set forth below: {

Percentage of Company Average Cost in Cents per Million '

Generation by Source (%) BTV's on a Burned Basis (C) ;

1992 1991 1990 1989 1988 1992 1991 1990 1989 1988 ;

i

Oil .... 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 i

availability to the Company of purchased power alternatives from Canadian
energy resources and/or independent power producers, see Item 2 " Property and
Power Supply". i

t

011. The majority of the Company's residual oil purchases consist of
i

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 i
the world. Within contract provisions, the Company retains the ability to :
purchase significant amounts of oil 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 simultaneously (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
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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 I
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 i

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, i

Purchased Power. See Item 2 " Property and Power Supply" for information
i

relative to the availability to the Company of purchased energy from other ;

utilities and/or the New England Power Pool ("NEP00L"). Such sources supplied
27.7%, 30.6% and 16.3% of the Company's total system kWh output in each of the j
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 i
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. !

Nuclear. The cycle of production and utilization of nuclear fuel
consists of (1) the mining and milling of uranium ore; (2) the conversion of ;

uranium co7centrate to uranium hexafluoride; (3) the enrichment of the uranium
,

hexafluoride; (4) the fabrication of nuclear fuel assemblies; (5) the f

utilization of the nuclear fuel in the generation station reactor; and (6) the ,

storage and reprocessing or disposal of spent nuclear fuel assemblies.
J
l

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 i
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 Compan)'s share of this cost is

!approximately $22,223,000 (net present value). These costs will be collected i
from ratepayers as they are paid over a fifteen-year period. There is no

I 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 1

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

l
|

|
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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 i

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 Connonwealth. 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 ained therefor are not vested and are ;

subject to the action of such authorities tnd the legislature. See also Item i
'

1(c)(1)(x) " Competitive Conditions" hereunder.
,

Item 1 (c) (1) (v): SEASONAL NATURE OF BUSINESS

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 involving NEP00L, 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 all commercial and industrial
customers during the billing months of June through September, which is
usually when the Company has experienced its annual peak load. Acenrdingly, a
significant portion of annual earnings occurs in the Company's 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 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 Station, and Outlook for
Future". In addition, the DPU has directed that large commercial and
industrial customers be billed throughout the year pursuant to mandatory time-
of-use rates. All 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.

WORK,NG CAPITAL PRACTICES |Item 1 (c) (1) (vil: 1

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

:
,
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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 Applicable
3

Item 1 (c) (1) fix): GOVERNMENT CONTRACTS

No material portion of the Cogany'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 ("IPJi") 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 utilitiet. 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 1(c)(1)(ii): " Expected Plant |
Expenditures and Related Financings" - subheading " Rate Proceedings, Pilgrim 1

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 i

cooling purposes, and their customers can obtain energy through self- ;
generation or cogeneration, or in some cases through purchases from third i

party providers, including electric utilities. One of the Company's largest ,

retail customers, the Massachusetts Bay Transportation Authority ("MBTA"), is i

a public transit system that operates in the service territories of several
| Massachusetts utilities and has in the past purchased power at retail from
i such utilities. Pursuant to recent legislation which grants the MBTA the ;

i 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 i

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 Hassachusetts 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 i

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.

,

Item 1 (c) (1) (xi): RESEARCH ACTIVITIES

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. '

Item 1 (c) (1) (xii): ENVIRONMENTAL MATTERS

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 quality, 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 requirements 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 517,000,000 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.

4
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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 Energy 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 to 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 quality 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

i

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 additionali

reductions and the cost of any further modifications is uncertain at this
time. The Company would seek regulatory approval to collect these costs from,

| ratepayers. i

i
I
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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 i

been made for a nine-month supply of natural gas to the facility until April 1

1995 and the Company is in the process of r.sgotiating with natural gas
suppliers and transporters concerning the etmomics and availability of i

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 i

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 tr 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 Company 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

,

13



|

|

'

| such requirements, wastewater treatment ponds at the Company's Mystic and New f
| Boston Stations have been closed and have been replaced by enclosed tanks

,

facilities that do not require 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 hasi

received interim status approval under those laws and regulations.|

Under the requirements of federal and state "superfund laws" 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 i

Company has had claims asserted agai.ut it related to cleanup costs at
approximately a dozen such sites in Nsachusetts and other states. Such
sites include Company-owned facilities which have been the location of spills

j 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

1

one of many parties. The Company's alleged percentage share of waste J
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 radioactive 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-level Radioactive Waste
Policy Amendments of 1985, the Company's continued access to such disposal
facilities has become 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
Commonwealth's LLW including the possible siting, licensing 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 |

|
4
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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 quarterly 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 fulfill
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. In addition, DOE has been authorized to
construct, following licensing 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.

Item 1 (c) (1) (xiii): NUMBER OF PERSONS EMPLOYED

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 INFORMATION ABOUT FOREIGN AND DOMESTIC OPERATIONS AND
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. Accountina and Securities

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 implementet 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

15
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genera;e investments the Company must file with the DPU an agreement which
defines b 1 revenue amounts associated with the investments 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 i

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 $328,000,000
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 i

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 purchas?s power pursuant to long-term contracts. The Company also ,

provides quarterly progress reports to the DPU with respect to generation 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.

j

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
.iinitiated 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 i

refundable as a result of the foregoing. However, in the opinion of _i
management, such amounts are not expected to be material. The hearings are I

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 occurrences at other
nuclear plants throughout the country and the world, have periodically
resulted in the imposition of additional requsrerents for all domestic nuclear
plants, including Pilgrim Station. NRC inspecMons and investigations may on
occasion result in the issuance of notices of violation of 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 ("INP0"), a voluntary association of nuclear utilities dedicated to
the promotion of safety and reliability in the operation of nuclear power
pl ants .

The Company has previously reported a 1990 Massachusetts Depart;:ent of
Public Health ("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.

17
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Item 2: PROPERTY AND POWER SUPPLY |
,

;

' a. Company-owned facilities

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

Installed '

Capacity Year
Unit Location (KW) Type Installed

Pilgrim Nuclear Plymouth, MA 678,000 Nuclear 1972 i
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 1957-1961
Unit 7 617,040 Fossil 1975 ,

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 (NEP00L year-end maximum capacity) oil-fired unit
which commenced operations in 1978 and is operated by Central Maine Power !

Company, located in Yarmouth, Maine.

All 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 NEP00L, 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 HVA 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 items 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 i

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 t

located to sm etent in private ways and on private property pursuant to
v sements,'. eases, licenses or permits. See also Item 1(c)(1)(iv)
"Franchists". !

Planner iacilities and Future Generation i

On April 10, 1992, the Energy Facilities Siting Council ("EFSC") issued i

its Phase I final decision involving the Company's 1990 demand forecast and
the Edgar Energy Park project proposal ("the project"). In its decision, the

.

t

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, the Company has 7

continued to seek environmental permits for this project so as to allow prompt t

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
conditional approval for the siting of the project. Such conditional approval
will require 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. j

f

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 DSM 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 i

settlement which defers the IRM process for approximately 15 months. Under
i

the terms of the settlement the Company would make a new IRM filing on March i
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 i

of new investments in generation capacity.

b. Utility Purchased power / contract sales aareements

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 (NEP00L 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 Connecticut Yankee with operating revenues and other income from all
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 (NEP00L 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 t

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 0 Street, South Boston, i

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
NEP00L credit for its capacity and output. "

The Company has several agreements with Northeast Utilities in which ;

provide for the purchase of a mix of NU unit entitlements known as a
" base / pumped storage slice of system". The current agreement for 300 MW began
November 1, 1991 and expires October 31, 1993. i

The Company has agreements with Montaup Electric Company, a subsidiary of i

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 i

loss, 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

;

!

t
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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

,

i

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 41 of the Annual Report to Shareholders for the year ended :

December 31, 1992, incorporated herein by referer.ce. ;

;

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 i

December 31, 1992, 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".

c. Non-Utility Generation
|

Currently, the Company purchases approximately 475 MW of capacity and
associated energy from non-utility generators pursuznt to the following tight :
long-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 i
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 RASSPOWER -

facility located in Springfield, Massachusetts in January 1994. !
i

In August of 1991 the DPU issued " Rules Governing the Procedure by which r

Additional Resources are Planned, Solicited, and Procured by Investor-Owned *

Electric Companies." These regulations changed the procurement requirements
for future generating resources, including non-utility generators. One of the
major changes besides requiring all source solicitations (host utility, other ;

utilities, independent power producers, and DSM programs) and ta procure !
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 1

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 Se rvices. 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. Demand Side Manaaement Proarams

The Company continues to pursue the installation of DSM programs during
1993. 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 additional 24 MW and will save an
additional 71,296 mWh annually above existing DSM levels. 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 41 MW. See also Item 1(c)(1)(ii) " Expected Plt.nt
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 ("NEP00L") 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 NEP00L, 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
information as of the date of the Company's 1992 summer and 1992-1993 winter ;
peak loads:

February 1, 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 MW....

Company territory peak load . . . . 2,355 MW 2,545 MW

22 ;
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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 NEP00L capacity
obligations were estimated to be 3,428 MW and 3,263 MW, respectively. !

|
The New England region's once tight energy 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 a 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, NEP00L participants signed an agreement with Hydro-Quebec
of Canada. The arrangement, which is designated Phase I, is designed to
provide up to three billion kWh of electricity (hydro-electric) annually to :
NEP00L 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 NEP00L under Phase I commenced in October 1986. Due to low i

water levels in certain Canadian provinces, Hydro-Quebec had not been able to
deliver to NEP00L 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 NEP00L 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 II 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 t

five years the price will be 95 percent of that average. The Phase II
facilities began full commercial operation, up to the 2000 MW 1evel, in July i

1991. The Company receives capacity credit through NEP00L for approximately i

eleven percent of the generation equivalent of the total Hydro-Quebec
Interconnection. ;

!

The Company-has approximately 11% of an equity ownership interest in the t

two companies which constructed the Phase II facilities. This is included in -

the accompanying financial statements. All 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.

ff. Transmission Line Access to the New Enoland Reaion

In 1989, Northeast Utilities became the apparent successful bidder for
;
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I 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 FERC4

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 i

Appeals by numerous parties. The merger was consummated when Northeast i
Utilities filed its compliance tariff filing with the FERC in April 1992. 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 i

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 NEP00L 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 liability will be covered |
by commercial insurance. Additional nuclear liability 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 States, 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 nuclear liability retrospective assessments discussed above,-

if the sum of all public liability claims and legal costs arising from any i
-

nuclear accident exceeds the maximum amount of available financial protection, |
'

q each licensee can be assessed an additional 5% of the maximum retrospective I

assessment ($3,150,000).
.|

Insurance has been purchased from Nuclear Electric Insurance Limited I

(NEIL) to cover certain costs incurred in obtaining replacement power during ai

| 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 potential4

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. All companies insured with NEIL are subject to I

retroactive assessments if losses exceed the accumulated funds available to |
'

NEIL. While assessments may also be made for losses in certain prior policy i

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-X 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, 1991, 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 i

Act of 1967 concerning forty-six employees affected by the Company's 1988 !
'reduction in force. Legal counsel is currently ar21yzing the allegations made

in these actions and intends to defend the Company vigorously. Based on the
information presently available, the Company does not believe 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.

i
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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

I 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.
;

|

Business Experience
Name. Aae and Position Durino Past Five Years

!

| Bernard W. Reznicek, 56 Chairman, Presijent and Chief '
'

Chairman, President and Chief Executive Officer (since 1992), !
Executive Officer formerly President ud 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 Harbor
Electric Energy Company (since 1989).

j

IThomas J. May, 45 Executive Vice President (since
Executive Vice President 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 1
Director of Harbor Electric Energy |

| Company (since 1989). Vice !
1 President, Treasurer and Director of !
! Harbor Electric Energy Company. |
t

I

.

>
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Business Experience
Name. Ace and Position Durina Past Five Years ,

,

George W. Davis, 59 Executive Vice President (since
Executive Vice President 1992), with responsibility for all

power supply and deliver operations.
Director (since 1991). Elected
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).

E. Thomas Boulette, 50 Senior Vice President - Nuclear
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.

L. Carlisle Gustin, 49 Senior Vice President (since 1989),
Senior Vice President - Marketing with responsibility for marketing,

customer services and corporate
relations. Vice President -
Corporate Relations (1986-1989).

!

>

Cameron H. Daley, 47 Senior Vice President (since
Senior Vice President - Power Supply 1989), with responsibility for power

supply. Vice President - Power
Production (1982-1989).

John J. Desmond, III, 59 Senior Vice President - Legal (since.
Senior Vice President-Legal 1992). Vice President and General

Counsel (1985-1992). General Counsel
of Harbor Electric Energy Company '

(since 1990).

Charles E. Peters, Jr., 41 Senior Vice President (since 1991),
Senior Vice President-Finance 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). -
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Business Experience
Name. Ace and Position Durina Past Five Years

John J. Higgins, 60 Senior Vice President (since
Senior Vice President - Human Resources 1990), with responsibility for

Human Resources. Vice President -
Human Resources (1988-1990).
Director of Construction for the
Massachusetts Water Resources
Authority in 1988.

Ronald A. Ledgett, 54 Senior Vice President (since
Senior Vice President - Power 1991), with responsibility
Delivery, Stores and Service for Power Delivery and Stores and |Service. Was Director, Special :

Projects for Nuclear Business and 1

Strategic Planning, Self-assessment '

and Organizational Refinement, and '
for Nuclear Business Regulatory. -

Affairs (1990-1991). Special ;
Projects Engineer (1988-1990).

Marc S. Alpert, 48 Vice President and Treasurer (since
Vice President and Treasurer 1988). Assistant Treasurer of Harbor ;

Electric Energy Company (since 1991).
!

Robert J. Weafer, Jr., 46 Vice President, Controller and
Vice President, Controller and Chief Chief Accounting Officer (since
Accounting Officer 1991). Controller and Chief j

Accounting Officer (1988-1991).
]

Theodora S. Convisser, 45 Clerk of the Corporation (since !
Clerk of the Corporation 1986). Clerk of Harbor Electric i

Energy Company (since 1990). !
.

i

I

:

!

l
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PART 11

Item 5 - MARKET FOR THE REGISTRANT'S COMMON STOCK AND RELATED STOCKHOLDER
MATTERS

Ia. MARKET INFORMATION.

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'ders for the year ended
December 31, 1992, 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. ;

i

?

,
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Item 6 - SELECTED FINANCIAL DATA

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

($ in 000's. except for per share data)
,

12M 1.291 1910 1282 19E9

Operating
Revenues $1,411,753 $1,354,501 $1,,14,440 $1,339,956 $1,230,384 +

Net Income /
(Loss) $107,298 $94,670 $95,440 $(16,135)(b) $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

'

t

a) Includes $0.41 per common share for an accounting change; See Note A of j
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.
|

Item 7 - MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND f
FINANCIAL CONDITION t

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, j

,

|

t

!
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i

Item 8 - CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 1

See list of Consolidated Financial Statements contained in Part IV, Item :

14 incorporated herein by reference.

Item 9 - CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

.[None.

.

;

!

I
>

;

b

:
,
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PART III

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 I
of 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) FAMILY RELATIONSHIPS - NOT APPLICABLE. !

(e) BUSINESS EXPERIENCE

For information relating to the business experience during the past five .

years and other directorships (of companies subject to certain SEC
requirements) held by each person nominated to be a director, see " Election of i

Directors - Information about Nominees and Incumbent Directors" contained on '

pages 2 through 5 of the definitive Proxy Statement dated March 18, 1993, i

incorporated herein by reference. '

5

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. |
i

(g) PROMOTERS AND CONTROL PERSONS - NOT APPLICABLE. i

,
'

Item 11 - EXECUTIVE COMPENSATION

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,

i

:
,

e
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Item 12 - SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

(a) SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS.

To the knowledge of management, no person owns beneficially more than 5 ,

percent of the outstanding voting securities of the Company.
.

(b) SECURITY OWNERSHIP OF MANAGEMENT, i

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

(c) CHANGES IN CONTROL - NOT APPLICABLE

,

Item 13 - CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Not applicable. !

|
t

!

!

!
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| PART IV

Item 14: EXHIBITS. CONSOLIDATED FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

Paaes ,

Annual i
'Shareholders

Report Form 10-K !

Item 14(a): Exhibits and Consolidated Financial Statement Schedules:

Consolidated Statements of Income for each of the 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

Notes to Consolidated Financial Statements 30-42 ;

1

Report of Independent Certified Public Accountants 50 |
i

Selected Consolidated Quarterly Financial Data (Unaudited) 44 ]
l |Selected Consolidated Statistics (Unaudited) 45-47

Schedules for Years Ended December 31, 1992, 1991 and 1990

V - Property, Plant and Equipment S-1 to S-3

VI - Reserves for Depreciation and Amortization
of Property, Plant and Equipment S-4 to S-6

VII - Guarantees of Securities of Other Issuers S-7

IX - Short-Term Borrowings S-8

X - Supplementary Income Statement Information S-9

All 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 SEC Docket

Exhibit 3 Articles of Incorporation and By-Laws '

Incorporated herein by reference: f

3.1 Restated Articles of Organization 2(a)4 2-58587

3.1.1 Amendment to Restated Articles of 2.4 2-64975-
'

>

Organization dated May 5, 1977 ;

3.1.2 Amendment to Restated Articles of 3.1.2 1-2301 ,

Organization filed May 26, 1978 Form 10-K
for the ,

Year Ended i

December 31, ;

1991
'

:
3.1.3 Amendment to Restated Articles of 3.1.3 1-2301

Organization filed May 6,1980 Form 10-K
for the j

Year
Ended
December 31,
1991

f

'

3.1.4 Amendment to Restated Articles of
Organization filed May 4, 1983 3.1 1-2301-

Form 10-Q ,

for the
Quarter
Ended
March 31,

,

1983
:

I 3.1.5 Amendment to Restated Articles of 3.1 1-2301 ':
Organization filed April 28, 1986 Form 10-Q !

for the ;

Quarter Ended
'

March 31, j
1986 -

3.1.6 Amerdment to Restated Articles of 3.5 1-2301
Organization filed August 27, 1986 Form 10-K

for the
Year Ended
December 31, ;

1986

,

t

1
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Exhibit SEC Docket
,

3.1.7 Amendment to Restated Articles of 3.1 1-2301 !

Organization filed February 19, 1987 Form 10-Q t

for the
Quarter
Ended ,

March 31, !

1987

2.1.8 Amendment to Restated Articles of 3.1.8 1-2301
Organization filed May 5, 1987 Form 10-K |

for the Year Ended
December 31,

.

1987 |

3.1.9 Amendment to Restated Articles of 4.1 33-24271 ;

Organization as filed May 27, 1988 Registration '

Statement :
dated ,

September 22, i
1988

3.1.10 Certificate of Vote of Directors 4.2 1-2301 !
Establishing a Series of a Class of Form 10-Q
Stock, filed March 9, 1987 for the Quarter Ended

September 30, 1988

3.1.11 Certificate of Vote of Directors 4.3 1-2301
Establishing a Series of a Class of Form 10-Q |Stock, filed October 4, 1988 for the Quarter Ended

September 30, 1988
2

'

3.1.12 Amendment to Restated Articles of 3.1.12 1-2301
Organization as filed November 7,1991 Form 10-K |

for the Year |
Ended i

December 31,
1991

3.1.13 Certificate of Vote of Directors 3.1.13 1-2301 ,

establishing a class of stock, Form 10-K
filed November 26, 1991 for the Year

Ended |

December 31, l
1991 !

3.1.14 Certificate of Vote of Directors 4.1 1-2301
Establishing a Series of a Class For the Quarter
of Stock filed June 8,1992 Ended June 30, ,

1992
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Exhibit SEC Docket *

3.2 Boston Edison Company Bylaws 3.2 1-2301 1

April 19, 1977, as amended January Form 10-K !

22, 1987, January 28, 1988 and for the '

Hay 24, 1988 Year Ended
December 31, 1988. '

3.3 Boston Edison Company Bylaws 3.1 1-2301 ;

April 19, 1977, as amended Form 10-Q :
January 22, 1987, January 28, 1988, for the
May 24, 1988 and November 22, 1989 Quarter"

Ended June i

30, 1990-

3.4 By-Laws of Harbor Electric Energy 3.4 1-2301
Company Form 10-K ,

for the Year ~

Ended !

December i

31, 1989

3.5 Articles of Organization of Harbor 3.3 1-2301 !
Electric Energy Company dated Form 10-K i

December 22, 1989 for the Year :
Ended
December
31, 1989

3.6 Amendment to Articles of Organization 3.6 1-2301
of Harbor Electric Energy Company, Form 10-K
filed December 14, 1990 for the Year

Ended
December 31,

.

1990 j

3.7 Amendment to Articles of Organization 3.7 1-2301 *

of Harbor Electric Energy Company, Form 10-K
filed November 4, 1991 for the Year !

Ended !

December 31, |
1991

'

<
e

!

-

t
,

',
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Exhibit SEC Docket
t

Exhibit 4 Instruments Defining the Rights of
Security Holders, Including Indentures

Incorporated herein by reference: i

4.1 Indenture of Trust and First Mortgage B-2 2-4564
dated December 1, 1940 with
State Street Trust Company ,

4.1.1 Tenth supplemental indenture dated 7.5 2-8349
April 1, 1950

4.1.2 Twelfth supplemental indenture dated 4.2 2-80748 :

November 15, 1951

4.1.3 Twenty-fourth supplemental indenture 4.1.3 1-2301
dated June 1, 1962 Form 10-K

for the Year '

Ended
December
31, 1990 ,

4.1.4 Twenty-seventh supplemental indenture 4.1.4 1-2301 :
dated November 1, 1965 Form 10-K

for the Year
Ended
December
31, 1990 1

4.1.5 Twenty-ninth supplemental indenture 4.1.5 1-2301
dated June 1, 1967 Form 10-X

for the-Year i

Ended
December |
31, 1990 '

4.1.6 Thirtieth supplemental indenture 4.1.6 1-2301 !
dated November 1, 1968 Form 10-K !

for the Year [
Ended
December
31, 1990

[

4.1.7 Thirty-first supplemental indenture 4.1.7 1-2301 i

dated December 1, 1969 Form 10-K !

for the Year ,

Ended ;

December :

31, 1990 [

!
i
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Exhibit SEC Docket |
;

4.1.8 Thirty-second supplemental indenture 4.1.8 1-2301 |
dated July 1, 1970 Form 10-K i

for the Year
Ended i

December
31, 1990 |

4.1.9 Thirty-third supplemental indenture 4.1.9 l-2301
dated May 15, 1971 Form 10-K :

for the Year '

Ended i

December
31, 1990

:
,

4.1.10 Thirty-fifth supplemental indenture 4.1.10 1-2301 ,

'

dated April 15, 1977 Form 10-K
,

for the !

Year Ended ,

December 31, [
1989. |

'

4.1.11 Thirty-sixth supplemental indenture 4.1.11 1-2301
dated Cecember 15, 1978 Form 10-K i

for the '

Year Ended
December 31,
1989.

4.1.12 Thirty-seventh supplemental indenture 4.1.12 1-2301
dated October 31, 1979 Form 10-K ;

for the Year :
Ended
December .

31, 1989
'

4.1.13 Thirty-eight supplemental indenture 4.1.13 1-2301
dated January 1, 1982 form 10-K -

for the
Year Ended i
December 31, ;
1991 +

r

h

|

i

&

:
!

!

-
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Exhibit SEC Docket {
!

4.1.14 Thirty-ninth supplemental indenture 4.1 1-2301
dated April 15, 1983 Form 10-Q i

for the- ,

Quarter ;

Ended i
March 31, ;

1983 ,

i

:

4 '.15 Fortieth supplemental indenture 4.1 1-2301
dated April 1,1984 Form 10-Q !

for the i

Quarter
Ended :
March 31, '

1984
i

4.1.16 Forty-first supplemental indenture 4.1 1-2301 I
dated April 1, 1985 Form 10-Q ,

for the
Quarter
Ended
March 31,
1985

j

4.1.17 Forty-second supplemental indenture 4.1 1-2301 i

dated July 15,1986 Form 10-Q ,

for the
|!Quarter

Ended i
June 30, '

1986 ,

4.1.18 Forty-third supplemental indenture 4.1 1-2301
dated September 15, 1987 Form 10-Q

for the
Quarter
Ended
September 30,
1987

i

40
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Exhibit SEC Docket

;

4.1.19 Medium Term Notes Series A - Indenture 4.1 1-2301 i

dated as of September 1, 1988, between Form 10-Q |

Boston Edison Company and Bank of for the |
Montreal Trust Company Quarter Ended *

September 30, i

1988

4.1.20 First Supplemental Indenture 4.1 1-2301
dated as of. June 1,1990 to Torm 8-K
Indenture dated as of September 1, Jated
1988 with Bank of Montreal Trust June 28, 1990
Company - 9 7/8% Debentures Due
June 1, 2020.

|

4.1.21 Votes of the Pricing Committee of the 4.1 1-2301
Board of Directors of Boston Edison Form 10-Q
Company taken on December 11, 1990 for the ,

re: 8 7/8% debentures due Quarter Ended
'

December 15, 1995 March 31, 1991
,

4.1.22 Indenture of Trust and Agreement among 4.1.26 1-2301
,

the City of Boston, Massachusetts Form 10-K '

(acting by and through its Industrial for the
Development Financing Authority) and Year Ended ,

Harbor Electric Energy Company and December 31, :
Shawmut Bank, N.A., as Trustee, dated 1991
November 1, 1991.

|

4.1.23 Votes of the Pricing Committee of the 4.1.27 1-2301 :

Board of Directors of Boston Edison Form 10-K |
Company taken August 5, 1991 re: For the Year ;
9 3/8% debentures due Aujust 15, 2021 Ended December ;

31, 1991
,

;

I

!

I
<

J
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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.

I 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 - -

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.
i

|

'
NOTE: (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.)

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

Exhibit 10 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. ;

42
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Exhibit SEC Docket

:

I10.2 Key Executive Benefit Plan 10.3.1 1-2301'
Standard form of Agreement, May Form 10-K |
1986, with modifications, applicable for the *

to Bernard W. Reznicek, George W. Year Ended
Davis and Thomas J. May December 31,

1991

i

10.2.1 Amendment to Key Executive Benefit 10.4.1 1-2301
Plan dated February 1,1986 Form 10-X

for the
Year Ended
December 31,
1985

10.2.2 Amendments to Key Executive Benefit 10.1 1-2301
plan dated May 9, 1986 for the

Quarter
Ended i

June 30,
1986

10.3 Description of Supplemental Fee 10.5 1-2301
Arrangement for Certain Directors Form 10-K

for the -

Year Ended
December 31,
1983

10.4 Executive Annual Incentive 10.5 1-2301
Compensation Plan Form 10-K

for the i

Year Ended
December 31, p

1988
,

10.5.1 Executive Long-Term Incentive 10.5.1 1-2301
Compensation Plan Form 10-K

'for the
Year Ended |
December 31, ;

1988 ;
!

:

L

P

k

,
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|Exhibit SEC Docket

10.6 Deferred Compensation Plan 10.8 1-2301 -

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

10.7 1991 Director Stock Plan 10.1 1-2301
Form 10-Q
fo* the
Quacter Ended
Marct: 31, 1991

10.8 Performance Share Plan 10.1 1-2301 '

Form 10-Q ,

for the
Quarter Ended :

September 30, ;

1991

'10.9 Agreement with Stephen J. Sweeney 10.10 1-2301
_

dated September 27, 1990 Form 10-K
for the
Year Ended
December 31,
1991. j

Filed herewith: ,

10.10 Deferred Compensation Trust - - :
between Boston Edison Company '

and State Street Bank and
Trust Comoany dated |
February 2, 1993. !

!

10.11 Boston Edison Company Deferred - -
,

Fee Plan dated January 1, 1990

10.12 Boston Edison Company Deferred - -

Compensation Plan dated '|
January 1, 1990

*10.13 Key Executive Benefit Plan - -

0 Refiled pursuant to SEC record retention rules. |
!

q

'I

,
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Exhibit SEC Docket

Exhibit 13 Annual Report to Shareholders

Filed herewith:

13.1 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 i

Public Accountants Form 10-Q
for the !

Quarter |
Ended March

'

31, 1990
|

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:

l24.1 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 33-48425) 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 4 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 Settlement 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 1-2301
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 !

|- J
'

I28.5 Information required by SEC Form 11-K - 1-2301 Form 8
for certain Company employee benefit plans Amendment to
for the years ended December 31, 1991 and SEC Form 10-K
1990. Pursuant to the current rules and for the years |regulations of the Securities and Exchange ended .

Commission this information may be filed December 31, j
as an exhibit to SEC Form 10-K, via a Form 1991 and )
8 amendment, subsequent to the Company's 1990, dated
filing of SEC Form 10-K. June 26, 1992 and June

28, 1991, respectively.'

l
1 28.6 DPU Settlement Agreement with Boston 28.2 1-2301 l

| Edison Company, dated October 23, 1992 Form 10-Q |

for the Quarteri

Ended September 30,
1992.

|
!
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Item 14fb): 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 Financial Accounting Standards No.106 " Accounting for :

!Postretirement Benefits Other than Pensions".
L

A Form 8-K dated Febreiry 11, 1993 was filed with the Securities and Exchange Commission
by the Company which c.ntained its 1992 Annual Report to Shareholders.

.
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SIGNATURES I

!
,

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

;

BOSTON EDISON COMPANY ;

!

:

By /s/ Charles E. Peters. Jr. !
Charles E. Peters, Jr. I

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 f
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. Re.!nicek Chairman, President and Chief Executive
Bernard W. Reznicek Officer

.!
:

/s/ Thomas J. May Executive Vice President and Director
Thomas J. May |

;

/s/ Georae W. Davis Executive Vice President and Director ?

George W. Davis
,

!

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

/s/ William F. Connell Director
William F. Connell

!

/s/ Gary L. Countryman Director
Gary L. Countryman

,

!
i/s/ Thomas G. Dianan. Jr. Director i

Thomas G. Dignan, Jr.
'
.

:
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!
/s/ ' Charles K. Gifford Director :

Charles K. Gifford

/s/ Nelson S. Gifford Director I

Nelson S. Gifford

/s/ Kenneth I. Guscott Director
Kenneth I. Guscott

.

Director
Matina S. Horner

:

/s/ William D. Manly Director !
William D. Manly i

/s/ Sherry H. Pennev Director i

Sherry H. Penney *

/s/ Herbert Roth Jr. Director
Herbert Roth, Jr. !

!

/s/ Stephen J. Sweenev Director ;

Stephen J. Sweeney ;

I

/s/ Paul E. Tsoncas Director '

Paul E. Tsongas j
:

I
/s/ Charles A. Zraket Director I

Charles A. Zraket ;

r

:

i

,

.i

!

:
r

!

!

49 I

!
,



.

Cooaers " * " - - =

&Ly3 rand

REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders and Directors of
Boston Edison Company

We have auditeM 11.e consolidated financial statements of Boston Edison Company
and subsidiary (the " Company") as of December 31,1992 and 1991 and for each of the

tthree years 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 responsibility 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 fm' ancial statements referred to above present
fairly, in all material respects, the consolidated financial position of the Company as of
December 31,1992 and 19"1, and the consolidated results ofits 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 i

consolidated fimancial 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 i

the Company changed to the unbilled method of recognizing revenues.
!

l

Boston, Massachusetts COOPERS & LYBRAND i

January 26,1993 |
|
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