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BOSTON EDISON COMPANY

Item 1 - Financial Statements.
BALANCE SHEETS

Property, plant and equipment, at original cost:

September 30,

1990

December 31,

1989

($ in thousands)

Utility plant in service $3,280,480
Less: accumulated depreciation
Net Property, Plant and Equipment 2,278,420
Nuclear fuel - net 81,30
Censtruction work in progress 95,935
Net utility plant 2,455,656
Investments in affiliated companies 24,763
Nuclear decommissioning fund 35,835
Current assets:
Cash 3,135
Accounts recefvable 189,546
Accrued Utility Revenues (Note 8) 33,004
Materials, supplies & fuel ofl (avg. cost) 96,700
Prepaid and other current assets
Tota)l Current Assets 327,168
Deferred debits:
Deferred cost of cance)lied nuclear unit
(Note 5) 69,873
Deferred nuclear outage costs 1,184
Other §2.662
~ Total Assets 32,967,141
Common stock equity:
Par value $5 per share (Note 2) $ 194,427
Premium on common stock 313,277
Retained earnings
Total Common Stock Equity 679,169
Cumylative preferred stock:
Non-mandatory redeemable series 83,000
Mandatory redeemable series 50,000
Cumulative preference stock:
Non-mandatory redeemable series 38,287
Mandatory redeemable series 50,000
First mortgage bonds 780,825
Debentures (Note 9) 100,000
Unsecured Medium-Term Notes 100,000
Current 11abl iities:
Long-term debt due within one year 57,550
Bank loans 30,500
Commercial paper 150,000
Accounts payable 82,982
Property, Income and other taxes accrued 16,345
Interest accrued 24,957
Dividends payable 17,066
Other 11,398
Rate and Contract Settlements (Note 3) . B5.091
Total Current Liabilities 475,889
Commitments and Contingencies (Notes 3 & 5)
Deferred credits:
Accumulated deferred income taxes 421,398
Accumulated deferred investment tax credits 90,319
Nuclear decommissioning reserve 40,019
Other 13,235

Rate Settlement (Note 3)
Total Capitalization and Liabilities

See accompanying Notes to3Unaud1ted

$3,172,132
9B
2,221,834
93,839

2,399,500
22 427
31085

1,989
187,950
«0-

89,643

286,842

84,744
2,309

4
A

$ 192,630
308,561

644 bas

83,000
50,000

38,287
50,000
798,839
(-
150,000

5,675
39,000
174,840
115,89
8,669
21,104
17,308
7,008
89,541
428,036

377,227
94,835
35,409
27,090
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Operating revenues (Note 3):
Operating expenses:
Fuel
Net purchased power
Other operations and maintenar.e
(Note 3)
Depreciation and amortization
Amortization of deferred cost of
cancelled nuclear unit (hNote 7)
Amortization of deferred nuclear
outage costs (Note 3)
Taxes - property and other
Provision for income taxes
Tota) operating expenses
Operating income
Other income:
Allowance for other funds used
during construction
Other - net (Notes 6 & 7)
Operating and other income
Interest charges:
Lon~~term debt
Other
Allowance for borrowed funds used
during construction - credit
Total interest charges

Net income before cumulative effect
of accounting change
Cumulative effect of accrual for
unbilled revenues, net of taxes of
$9.819 (Note B)
Net Income
Preferred and preference dividends
provided
Balance available for common
stock (Notes 3 & 4)
Common shares outstanding
(weighted average)
Earnings per share of common stock:

BOSTON EDISON COMPANY
STATEMENTS OF INCOME

Before cumulative effect of accounting

change
Cumulative effect of accrual of

unbilled revenues (Note 8)
Total

Dividends declared per common share

(Unaudited)
—uarter Ended
/30790 9/30/89

$353.863 $3683.895
43,16) 87,274
65,160 48,082
98,041 98,535
30,935 30,542
6,095 6,085
37% 5,344
13,333 13,626
£0.280 16,253
£22.380 308,761
81,483 78,134
«0- 996
—ald 6,616
83,857 85,746
24 313 22,90%

4,689 5,147
~S2.089) __(1.2672)
£6.943 26,785

56,914 58,96)
alle afle
56,914 58,96
4,412 4,412
L.20.000 §.54.549
38,837 38,328
$ 1.35 5 A0
=0- =0-
S Y Y
..0.28 5. _0.455

See accompanying Notes to Unaudited Financi:) Statements .

{(in thousands, except per share amounts)

Ning Months Ended

$/30/80 230783
$933.129 $962.877
198,162 201 ,49¢
133,088 168,163
276,966 67,7
82,660 gl
18,286 18, 28¢
1,128 16,032
41,95 44 54
—hlasd2 Q16
189,580 ALY
143,599 136, )2¢
«0- 3,58t
—ﬁA}.Z—Q -._.1_;4\';
148,969 N
69,148 68,686
16,135 13, 56(
b0 950) I N-10
et ladas. ~J2.144
69,636 71,8
L& 824 |
85,460 71 8t
13,239 13,239
; 22I221 £5¢€
38,79 38,169
$ 1.4p § 54
0.4) A L
147 ] .87 $
! | ]5 i 1 36t



BOSTON EDISON COMPANY

STATEMENTS OF CASH FLOWS

(Unaudited)

Nine Months Ended

Cash Flows from Operating Activities:
Net Income excluding proceeds from eminent

aept. 30, 1990

($ in thousands

: domain taking $ 85,460
| Adjustments to reconcile net income
1 to net cash provided by operating
; activities:
2 Cumylative effect (net) for years
prior to 1990 of change for
unbilled revenues (Note B) (15,824)
Depreciation 82,080
Amortization of Nuclear Fuel 17,094
Amortization of deferred cost of
cancelled nuclear unit (net) (Note 7) 14,87
Other Amortization (Note 3) 9,529
Amortization of Deferred Nuclear Outage Costs 1,125
Net Changes in:
Accounts Recelvable (79)
Accrued utility revenues (Note 8) (3,371)
Materials & Supplies (7,057)
Accounts Payable (32,909)
Other Current Assets and Liabilities 18,408
Allowance for Funds Used During Construction (5,950)
i (Increase)/Decrease in Deferred Fue) (5,517)
" Increase in Deferred Income Taxes 36,04
' (Decrease) in Investment Tax Credit, net (3,442)
Net Change in Other Deferred Debits and
Credits (17,758)
Cash Outlays:
‘ Rate and Contract Settlement (Note 3) (9.450)
» Net Cash Provided by Operating Activities 163.261
; Cash Flows (Used)/Provided by Investing Activities:
| Plant Expenditures (excluding AFUDC) (154 ,484)
! Decommissioning Fund (4,750)
g Investments in Affiliated Companies (2,336)
Proceeds from eminent domain
(Note 6) =0~
Net Cash Flows (Used) by Investing Activities (161.570)
Cash Fiows (Used)/Provided by Financing Activities:
Issuances of Common Stock 6,529
Issuance of Debentures (Note 9) 100,000
Debt Retirements (16,139)
Increase/(Decrease) in Notes Payable (33,340)
Dividends Paid (57.598)
Net Cash Flows (Used)/Provided by
) Financing Activities )
i increase in Cash/Specia) Deposits 1,146
Cash/Special Deposits at the Beginning of the Year 1,989
" Cash/Special Deposits at the End of the Period 3. 3.135
) Cash paid during the period for:
ty) Interest $ 81,43
z Less: Amounts Capitalized (5.950)
Total 48

Income Taxes

5

See accompanying Notes to Unaudited F1nanc;a; étatements.

Sept. 30,

.....
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BCSTON EDI90% COMPANY
NOTES TO UNAUDITED {'LANCLA. SIATEMENTS

Basis of Presentation

Certain information and footnote disclosures, normally included in
financial statements prepared in accordance with generally accepted
accounting principles, have been condensed or omitted in this form 100
pursuant to the Rules ard Regulations of the Securities and Exchange
Commission. However, in the opinion of Boston Edison Company (the
Company), the disciosures contained in this Form 10-Q are adequate to
make the information presented not misleading. These statements should
be read in con?unction with the financial statements and the notes
thereto and all other information included in the Company's Annual
Report to the Securities and Exchange Commission on Form 10-K for the

ear ended December 31, 1989, the Company's Quarterly Report to the

ecurities and txchange Commission on Form 10-Q for each of the quarters
ended March 3!, 1990 and June 30, 1990.

In the opinion of the Company, the accompanying unaudited financia)
statements reflect al) ad?ustmonts. fncluding normal recurring accruals,
necessary to present fairly the financial position as of September 30,
1990 and the results of operations for the quarter and the nine months
ended September 30, 1990 and 1989, and Statements of Cash Flows for the
nine months ended September 30, 1950 and 1989. Certain prior year
balances have been reciassified to reflect current classifications.

The results of operations for the quarter and nine months ended
September 30, 1990 are not indicative of the resuits which may be
expected for the full year. In prior years, the Company experienced
major fluctuations in quarterly net income. The Company's kWh sales and
base revenues are seasonal in nature, with both being lower in the
spring and fall seasons. 1In addition, pursuant to retall rate orders of
the Commonwealth of Massachusetts Department of Public Utilities (DPU),
base retai) rates billed to customers are, on average, forty percent
higher in the billing meaths of July through October. Accordingly, a
significant portion of annual earnings occurs in the Company's third
quarter. See “Management's Discussion and Analysis of Results of
Operations and Financial Condition" inciuded in Part I of this Form 10-0
and Item 1(c)(1)(v) "Seasonal Nature of Business" in the Company's
Annual Report to the Securities and Exchange Commission on Form 10-K for
the year ended December 31, 1989, See also "Seitlement of Certain
Proceedings" included in Note 3 of Notes to l'.audited Financia)
Statements herzunder.

In the first quarter of 1990 the Compary began accruing the base port on
of revenues for services rendered but 't billed in order to match
revenue with expenses more closely. Prior to this adoption, the
Company recognized revenues when services were billed. See also Note @
of Notes to Unaudited Financial Statements.

secyrities Issved

The Company fssued 120,989 shares of its common stock in accordance with
the Company's Dividend Reinvestment and Common Stock Purchase Plan

6




NOTES 10 UNAUDITED FINANCIAL STATEMENTS (Continued)

guring the quarter ended Septemdrr 30, 1990. At September 30, 1890, the
Company had 50,000,000 shares of common stock authorized, of which
38,805,359 shares were issued a'.d outstanding. See Note 1 of Notes t¢

¥ Schedules of Capital Stock and (ndebtedness included in the Company's

: Annua) Report to the Securities and Exchange Commission on Form 10-K for
the year ended December 31, 13i9.

3) Settlement of Certain Proceedirgs ‘

On October 31, 1989, the Commonweaith of Massachusetts Department of |
Public Utilities (the “DPU") approved a settiement agreement effective ]
November 1, 1989, (the "DPU Settliement Agreement”), relating to certair
DPU proceedings invoiving the Company. On November 5, 1990, the Federa!
Energy Regulatory Commission (the “FERC") approved the previous purchased
power contract settlement agreements (the "Wholesale Settliement
Agreements") relating to claims filed by certain wholesale customers of
the Company in conjuriction with the 1986-1988 outage at Piigrim Nuclear
Power Station ("Pilgrim Station"). As a result of the DPU Settlement
Agreement and the Wholesale Settiement Agreements, the Company recorded
in the fourth quarter of 1989 a before-tax charge of $178,650,000
(including & reserve for the remaining regulatory proceedings and related f“*g‘!
11tigation in connection with the wholesale customer dispute described X
above), with an after-tax effect of approximately $106,280,000 or $2.78

per share of common stock. This charge was included in the 1989 year-end

Statement of Income as a component of “Other Income (Loss)" consistent 3
with accounting practice and presentation applicable to the electric !
utility industry. The components associated with this 1989 non-recurring g
charge to earnings are not recoverabie through rates from either the

Company's retail or wholesale customers,

o

The non-recurring charge to earnings associated with all of the
Settlement Agreements includes approximately 380,000,000 for demand-side

management programs, $31,000,000 for certain replacement power costs, the
write off of the remaining $31,000,000 of previously deferred incremental :
nuclear outage costs, and $36,000,000 of 1itigation, regulatory |
commission and other costs. i

This charge includes approximately $31,000,000 of incremental operation
and maintenance charges incurred prior to 1989. Prior to the October
1989 Settliement Agreements, previously deferred incremental nuclear
outage costs were being amortized to expense (as part of normal operating
expenses) over a five year period consistent with previous retai! rate
orders from the DPU and wholesale contract provisions.

The Company made cash outlays relating to all Settiement Agreements of ;
approximately $8,000,000 in 1989 and approximately $9,450,000 in the nine |
months ended September 30, 1990. As of September 30, 1990, the Company [ .
anticipates making future cash outlays of approximately $130,000,000 as :
part of these approved settlement agreements (of which approximately
$85,000,000 are classified as a current 11ability on the Company's
balance sheet), a portion of which will be paid in the fourth quarter of
1990. See also Item 1(c)(1)(i1): “REGULATION" of the Company's Annual
Report to the Securities and Exchange Commission on Form 10-K for the
year ended December 31, 1989 and Item 2, Management's Discussion and
Analysis, hereunder, for additional details on the Settlement Agreements

5
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5)

6)

NOTES TO UNAUDITED FINANCIAL STATEMENTS (Continued)

In connection with the DPU Settlement Agreement, the Company has agreed
to 1imit 1ts retal]l revenue increases prior to November 1, 1992 to
approximately 2% per year, subject to adjustment based on Pilgrim
Station's performance. The Company experienced no significant
sdjustments to the first performance year. The Company's ability to
maintain or increase earnings through October 31, 1992 will depend
primarily on 1ts ability to control costs and increase kilowatthour
sales, as well as the efficient operation of Pilgrim Station. Ouring the
period November 1, 1992 through October 31, 2000, the Company has agreed
to institute a new cost recovery mechanism, which is also tied to Pilgrim
Station's performance, for a portion of the Company's investment anc
costs related to Pilgrim Station.

Antitrut Litigation

On July 24, 1587, the Towns of Concord and Wellesley, Massachusetts (the
Townt), filed a complaint against the Company in the United States
District Court for the District of Massachusetts alleging violations of
the fede. 2] antitrust laws. The Compan; supplies substantially all of
the electiric power requirements of the Towns. The Towns' complaints
included alingations of price discrimination, anticompetitive
restrictions and price squeeze. In May 1989, a jury determined that the
Company had vioiated the antitrust laws and awarded damages of
§$13,100,000, which resulted in a total judginent of $39,300,000 when
trebled vrder antitrust law plus interest. On September 21, 1990 the
United States Court of Appeals for the First Circuit reversed the
$39,300,000 judgment against the Company. The 1989 judgment hac not been
refiected 'n the Company's financial statements, and, accordingly, the
Appeals Court dec'sicn had no effect on the Company's reported earnings.

Commitments and fonfingencies - Hazardous Waste

Under the requiremeats of tihe applicable state and federa) “Superfund"
laws and regulaticrs adopted thereunder, the Company and others are
exposed to potential joint and several 1iab’lity with respect to the
clean-up of sites where hazardous wastes may have been spilled or
disposed of in the past. The Company has had clai.as asserted against it
related to clean-up costs at a number of such sites in Massachusetts and
other states. Wnile the Company is unable at this time to predict the
ultimate tota! clean-up costs for such sites or what its share of costs
will be for each such site, on the basis of information presently
avatlable, {he Company believes the 1ikelihood that 1t would incur any
matirial T1ability in connection with such sites is remote.

Eminent Domain

On May 4, 1989 the Commonweaith of Massachusetts Metropolitan District
Commission (the MDC) filed an order of land taking with respect to
certain Company-owned property located in Quincy, MA. The MDC tendered
their offered amount of $%,145,000 to the Company on August 24, 1989, and
the Company recorded a gain of £0.14 per common share, which is reflected
in the accompanying financial statements for 1989. The Company continues
to :valuate the adequacy of the offered amount and the options available
to it.
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9)

NOTES 1O UNAUDITED FINANCIAL STATEMENTS (Continued)
Cancelled Nuclear Unit

The Company commenced amortizing the cost of the cancelled Pilgrim 2
nuclear unit in May 1982 over approximately eleven and one-half years
pursuant to retail rate orders of the DPU. Such costs include certain
financial carrying costs that will be reviewed and may be increased or
decreased from time to time by the DPU. The application of Statement of
Financial Accounting Standards (“SFAS") No. 90 had the effect of
1ncr0as1ng net income for the quarter and nine months ended September 3u,
1990 by $660,000 ($0.02 per share) and $2,108,000 ($0.05 per share) net
of taxes of $410,000 and $1,307,000, respectively, and the quarter and
nine months ended September 30, 1989 by $826,000 (0.02 per share) and
$2,597,000 (30.07 per share) net of taxes of $513,000 and $1,612,000,
respectively, due to the inclusion in net income of the imputed interest
fncome related to the cancelleu Pilgrim 2 nuclear unit costs being
recovered through revenues from customers. The unamortized discount at
September 30, 1990 was approximately $7,034,000 with related deferred
taxes of approximately $2,695,000.

Change in Accounting Principle - Unbilled Revenues

Effective January 1, 1990, the Company began accruing the base portion of
revenuves for services rendered but not biiled, fn order to more closely
match revenues with expenses. The effect of the change in accounting
principle in the quarter ended September 30, 1990 was an increase of
$0.11 per common share (34,259,000 net of taxes of $2,643,000), and for
the nine months ended September 30, 1990 was an increase of $0.46 per
common share (317,904,000 net of taxes of $11,110,000) consisting of
$0.4) per common share ($15,824,000 net of taxes of $9,819,000) for the
cumulative effect of the change at January i, 1990, and $0.05 per common
share (832,080,000 ret «f taxes of $1,291,000) for the nine months ended
September 30, 1990. Had the Company been accruing unbilled revenues in
1989, the pro forma effect of this change on tle quarter and nine months
ended September 30, 1989 results would have been as follows (in
thousands, except earnings per share):

Quarter Ended Nine Months Ended
september 30, 1989 September 30, 1989
As Reported Pro forms As Reported Pro forma
Net Income $58,96) $62,503 $71,895 $74,702
Balance Avaiiable
for Common Stock 54,549 58,09 58,656 61,463
Earnings Per
Common Share 1.42 1.51 1.54 1.61
Rebentures

On June 11, 1990 tne Company issued $100,000,000 of debentures. The
debentures bear an interest rate of 9.875% per annum and matures on June
1, 2020. On or after June 1, 2000, the debentures are redeemable at
prices declining from 104.483% of par beginning on June 1, 2000 to 100% of
par after June 1, 2010. The debentures are unsecured obligations of the
Company. Tne net proceeds from the sale of the securities were used to
reduce certain outstanding short-term indebtedness ‘ncurred for capital
expenditures for extensions, additions and improvements to the Company's
plant and properties.



BOSTON EDISON COMPANY

Itom 2. Management's Discussion and Analysis of Results of Operations and
Financial Condition for the Quarter and Nine Months Ended
September 30, 1990 Versus the Comparable 1989 Periods

Regulatory Proceedings

On October 31, 1989, the Commonwealth of Massachusetts Department of Public
Utilities ("DPU") approved a settlement agreement (the "DPU Settlement
Agreement") effective November 1, 1989 relating to certain DPU proceedings
involving the Company. On November 5, 1990 the Federal Energy Regulatory
Commission (the "FERC") approved the Wholesale Settlement Agreements relating
to claims filed by certain wholesale customers of the Company in conjunctior
with the 1986-1988 out o at Pilgrim Station. The Company anticipates making
cash payments to the wnoiesale settling parties in the fourth quarter of 199(
as discussed further hereunder. As a result of tne DPU Settlement Agreement
and the Wholesale Settlement Agreements, the Company recorded in the fourth
quarter of 1989 a before-tax charge of $178,650,000, with an after-tax effect
of $106,280,000 or $2.78 per share of common stock.

This charge was included in the 1989 year-end Statement of Incomc as a
component of "Other Income (Loss)" consistent with accounting practice and
presentation applicabie to the electric utility industry. The components
associated with this 1989 non-recurring charge to earnings are not recoverable
through rates from either the Company's retall or wholesale customers. The
charge to earnings for all of the Settlement Agreements includes approximatel,
$80,000,000 of certain demand-side management expenses and $3),000,000 of
previously deferred incremental nuclear outage expenses. Demand-side
management expenditures (not directly associated with the Settlement
Agreements) are normally recoverable through rates pursuant to rejulatory
guidelines. Deferred incremental nuclear outage costs (not directly
associated with the Sett'ement Agreements) are normally included as part of
operating expenses ("Amortization of Deferred Nuclear Outage Costs") in the
Statement of Income. The Company expects to seek recovery of similar costs
incurred in the future in accordance with past regulatory decisions of the DPL

Although the DPU Settlement Agreement and the Wholesale Settlement Agreement:
have removed major uncertainties facing the Company, other uncertainties
remain and are discussed further under the section entitled "Outlook for the
Remainder of 1990 and Beyond" hereunder.

Resylts of Operations - Quarter Ended September 30, 1990 versus Quarter
Ended September 30, 1989

Earnings per share amounted to $1.35 for the three months ended September 30,
1990 as compared to $1.42 for the same period last year ($1.5) per common
share on a proforma basis; see Note 8 of Notes to Unaudited Financia)
Statements for additicnal information involving the Company's adoption of a
change in accounting principle effective Janvary 1, 1990). The results of
operations for the three moiuths ended September 30, 1989 include a $0.14 per
common share gain relating to an eminent domain of Company property as
discussed further in Note 6 of Notes to Unaudited Financic) Statements
preceding. See also Note 1 of Notes to Unaudited Financial Statements

preceding for further information relative to the seasonality of the Compan,
earnings.
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Total operating revenues amounted to $353,863,000, a 7.8% decrease from last

year. The Company experienced a 0.)% decrease in retai] kWh sales over the
comparable perfod last year. An analysis of the decrease 1s as follows:

0.1% decrease in retal] kWh sales billed $ (679,000)
Increase in performance clause revenues (a) 5,396,000
Decrease in fuel and purchased power adjustment

clavse revenues (38,365,000)
Sales for resale (2,239,000)

Accrual of unbilled revenues and other

changes (b)
Decrease in total revenues

(a) As part of the DPU Settlement Agreement effective November 1, 1989,
the Company is permitted to increase retail rates by approximately
$20,000,000 over the period November 1, 1989 to October 31, 1990
(subject to adjustment based upon the operation of Pilgrim Station).
The Company experienced no significant adjustments to the first
performance year.

(b) See Note B of Notes to Unaudited Financial Statements preceding
re?or$1?g the Company's 1990 adoption of a change in accounting
principle.

Retail kWh sales for the quarter ended Scptember 30, 1990 remained relatively
unchanged in comparison to the same period last year. The large decreases in
fuel and purchased power revenues and fuel and net purchased power expenses of
$38,365,000 and $37,045,000 are due primarily to a temporary overcollection of
fuel costs in 1989 as opposed to & temporary undercollection of fuel costs in
1990. Any differences between actual costs incurred versus billed costs are
adjusted in the subsequent quarterly retail fuel clause filing. The major
portion of fuel and purchaseo power expenses are recovered through fue) and
pu;chasod power clauses with the balance being recovered through the base
rates.

Other operating and maintenance expenses decreased slightly, by $494,000;
increases in labor, certain employee benefits expense and uncollectibles were
more than offset by decreases in pension, regulatory commission, and research
and development expenses. Amortization of deferred nuclear outage costs
decreased 34,969,000 due to the writeoff of substantially all deferred nuclear
outa?v costs in the Tourth quarter of 1989 as part of the $178,650,000 charge
as discussed previously.

Property and other tax expense decreased $293,000 due to lower property taxes
as a result of the settlement of a tax dispute with the City of Boston, MA.
The Company's most recent effective income tax rate for 1990 1s 3)1.1% versus
25.5% 1n 1989. The lower figure in 1989 related to reversal of certain prior
years' deferred income taxes, the calculation of which was based upon a FERC
rulemaking regarding AFUDC; these were restored to income as such methodology
has not been adopted by the DPU. In accordance with the terms of the DPU
Settlement Agreement, the Company is restoring to income certain municipa)
property tax abatements ($3,26),000) and deferred income taxes ($1,228,000)
for the quarter ended September 30, 1990; see also Note B of Notes to

"



Financial Stateiints included 1n the Company's Annua)l Report to the Securities
and Exchange Commigs.on on Form 10-K for the year ended December 31, 1989,

Other income in 19s»  <ludes a $0.14 per share gain relating to an eminent
domain as discussed previously.

AFUDC totaled $2,059,000, a decrease of 9% from 1989, due to decreases in the
AFUDC construction work in pro?rcss base and the AFUDC -ate. Total interest
expense increased $950,000, primarily related to an in:rease in the average
short-term loan balance outstanding, which is necessar/ to support the
Company's ongo1ng program of plant expenditures, and ‘he issuance of
$100,000,000 of 9 7/8% Debentures in June of 1990.

Results of Operations - Nine Months Ended September 4O, 1990 versus Nine
Months Ended September 30, 1989

Earnings per common share for the nine months ended September 30, 1990
amounted to $1.87 and $1.54 for the same period in 1989, The result of
operations for the nine months ended September 30, 1990 include $0.41 per
common share due to the cumulative effect of a change 1n accounting principle
effective Janvary 1, 1990 (accrual of unbilled revenues), as discussed further
in Note B of Notes to Unaudited Financial Statements preceding. Excluding the
cumulative effect of the change in acc0unt1ng principle previously provided,
earnings amounted to $1.46 per common share for the nine months ended
September 30, 1990 as compared to $1.54 per common share ($)1.6) per common
share on a pro forma basis) for the same period last year. The 1989 results
include a $0.14 per common share gain relating to an eminent domain of Company
property as discussed further in Note 6 of Notes to Unaudited Financial
Statements preceding. Net income for both periods includes several non-cash
ftems including equity income from investments in affiliated companies,
amortization of prior year municipal property tax abatements, the reversal to
income of certain deferred taxes, AFUDC, and the imputed interest effect of
the Company's retroactive adoption of SFAS No. 90 (as discussed further in
Note 7 of Notes to Unaudited Financial Statements preceding). These non-cash
ftems (which excludes the effect of the Company's adoption of a chan?e in
accounting principle effective January 1, 1990 as discussed further in Note 8
of Notes to Unaudited Financial Statements) amounted to $0.39 per common share
in the nine months ended September 30, 1990 and $0.35 per common share for the
same perfod last year.

Ioggl operating revenues amounted to $933,179,000, a decrease of 3.1%, as
ollows:

0.3% increase in retal] kWwh sales billed $ 2,077,000
Increase in performance clause revenues (a) 15,336,000
Decrease in fuel and purchased

power adjustment clause revenues (46,795,000)
Sales for resale (2,765,000)
Accrual of unbiiled revenues and

other changes (b) 2,449,000
Decrease in total revenues $(29.698,000)
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(a) As part of the DPU Settlement Agreement, effective November 1, 1585,
the Company is permitted to increase retail rates by approximately
$20,000,000 over the period Novemoer 1, 1989 to Octodber 31, 19980
(subject to adjustment based upon the operation of Piigrim Station)
The Company experienced no significant adjustments to the first
performance year,

See Note B of Notes to Unaudited Financia) Statements preceding
re?arding the Company's 1990 adoption of a change in accounting
principle.

Retail kWh sales billed for the nine months ended September 30, 1990 increased
0.3% in comparison to the same period last year. The large decrease in fue!
and purchased power revenues and fue)l and purchased power expenses of
346,795,000 and $38,409,000, respectively are due to lower fuel costs
associfated with an increase in Company generation in 1980, which replaced
higher cost kihh purchases from other utilities, as compared to the same period
last year, and a temporary overzollection of fuel costs in 1989 as opposed to
8 temporary undercollection of fuel costs in 1990. Any differences between
actual costs Incuied versus billed costs are adjusted in the subsequent
quarterly retail fuel clause filing. Generation from Company owned facilities
was up 20% for the nine months of 1990 as compared to the sameé perfod last
year coupled with a large decline in kWh purchased from other utilities. The
major portion of fuel and purchased power expenses are recovered through fue)

and purchased power clauses with the balance being recovered through the base
rates.

Other operation and maintenance expenses increased 39,188,000, primarily as a
result of increases in labor, employee benefits expense and uncollectibles,
partially offset by decreases in regulatory commission and research and
development expenses. Amortization of deferred nuclear outage costs decreased
$14,907,000 due to the writeoff of substantially al) deferred nuclear outage

costs in the fourth quarter of 1989 as part of the $178,650,000 charge as
discussed previously.

Property and other tax expense decreased $2,590,000 due to lower property
taxes as a result of the settiement of a tax dispute with the City of Boston,
MA. The Company's effective income tax rates for the nine months ended
September 30, 1990 and 1989 were 31.1% (including the cumulative effect of a
change in accounting principle) and 25.5%, respectively. The lower figure in
198¢ 1s related to the reversal of certain prior years' deferred income taxes,
the calculation of which was based upon a FERC rulemaking regarding AFUDC;
these were being restored to income as such methodology has not been adopted
by the DPU. 1In accordance with the terms of the DPU gettlement Aar cement, the
Company 1s restoring to income certain municipal tax abatements (§€.783.000).
and deferred income taxes (§1,847,000) for the nine months ended September 30,
1990. See also Note B of Notes to Financial Statements in the Company's
Annual Report to the Securities and Exchange Commission on Form 10-K for the
year ended December 31, 1989. Other income in 1989 includes a 30.14 per share
gain on an eminent domain as discussed previously.

AFUDC totaled $5,950,000, a decrease of 26% frum 1989, due to decreases in
both the average constructicn work in progress base and the AFUDC rate. Tota)
interest expense increased 3,034,000, primarily related to an increase in
average short-term 1 n balance outstanding, which is necessary to support the

Company's ongoing program of plant expenditures, and the June 1990 issuance of
$100,000,000 of 9 7/8% Debentures.

13
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See Part II, Item 7 - “Management's Discussion and Analysis of Financia)
Condition and Results of Operations" in the Company's Annual Report to the
Securities and Exchange Commission on Form 10-K for the year ended December
31, 1989 and Part 1, Item 2 - “Management's Discussion and Analysis of Results
of Operations and Financial Condition" in the Company's Quarterly Report to
the Securities and Exchange Commission on Form 10-Q for each of the quarters

ended March 31, 1990 and June 30, 1990. See also “Regulatory Proceedings'
preceding.

The Company's scheduled debt principa) repayments are $23,000,000 in 199¢
(which includes approximately $17,000,000 of early retirements in April, 18%C
and will be approximately $57,000,000 in 1991, Interest on anticipated
long-term debt outstanding, estimated to be $90,000,000 in 1990 and
$106,000,000 1n 1991, s expected to be funded via normal cash flow from
electric operations. Funds generated internally represented approximate)y
59%, 43% and 481 of plant expenditures in the years 1989, 1988, and 1987,
respectively, and represented approximately 97% of the $154,484,000 of plant
expenditures incurred through the nine months ended September 30, 1990,

The Company's estimate of working capita) needs for calendar years 1990 and
1991 1s expected to be consistent with historical levels, except for the
abnormal impact of the $130,000,000 of expected future cash outlays in
1690-1992 as part of the settlement agreements (of which approximately
$85,000,000 are classified as a current 11abi1ity on the Company's balance
sheet). Approximately $50,000,000 of these payments may be made to the
wholesale settling parties in the fourth quarter of 1990. The Company meets
working capital requirements, as well as the interim financing necessary for
its current program of plant expenditures, primarily by internally generated
funds, supplemented by the 1ssuance of short-term commercial paper and bank
borrowings. The Company currently has short-term borrowing authority from the
FERC of 3350.000.000. which the Company deems adequate to cover working
capital and other 1iquidity requirements (which includes the $130,000,000 of
future cash outlays as discussed above). As of September 30, 1990, the
Company had $180,500,000 of short-term debt outstanding. The Company has
available a three year $330,000,000 revolving credit facility. As of
September 30, 1990, the Company had not applied to the DPU for regulatory
approval to incur long-term debt under this agreewent, nor hary the Company
incurred any short-term debt thereunder. The Company also has arrangements
with certain banks to previde additional short-term credit on an uncommitted
and as avatlable basis. The Company's level of aggregate shert-term
borrowings 1s expected to decline in the remainder of 1990 assuming the

issuance of additional long-term securities late in 1990 a. discussed further
hereunder,

On June 11, 1990 the Company issued $100,000,000 of 9 7/8% Debentures due
2020, the proceeds of which were used to reduce short-term borrowings which
were incurred for capital expenditures for extensions, additions and
improvements to the Company's plant and properties. As a result of the
Issuance of these securities, the Company's capitalization ratios are 52%
long-term debt, 12% preferred/preference stock, and 36% common equity, which
are the same as the 1989 year-end levels. On July 2, 1990 the Company filed a
registration statement with the Securities and Exchange Commission (“SEC")

14
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Einancial Condition, Liquidity and Qutlook for Future (Continued)

seeking approval to issue an additional $100,000,000 in debt securities. The
proceeds will be used for capital expenditures for extensions, additions and
fmprovements to the Company's plant and properties or for the payment of
obligations incurred for such expenditures. This registration statement was
declareo effective in October, 1990, however, the Company has not issued any
securities hereunder. The Company's current intention is to issue additiona)
:;;8r1t1cs pursuant to this registration statement prior to December 31,

In September, 1990, the Company filed for an additional 2,000,000 shares of
common stock with the SEC to be fssued in accordance with the Company's
Dividend Reinvestment and Common Stock Purchase Plan.,

The Company generated sufficient cash flow in the twelve months ended
September 30, 1990 to meet all debt service requirements, however, as a result
of rocordin? the charges associated with both the DPU Settlement Agreement and
the Wholesale Settlement Agreements in the four®h quarter of 1989, the
Company's ratio of earnings to fixed charges was 0.76X for the twelve months
ended September 30, 1990. The Company would have needed to generate
additiona) taxable income of approximately $28,245,000 to cover its fixed
charges of approximately $119,530,000 incurred in the twelve months ended
September 30, 1990.

Qutlook for the Remainder of 1990 and Bevond

In connection with the DPU Settlement Agreement, the Company has agreed to
1imit 1ts retail revenue increases prior to November 1, 1992 to approximately
2% per year, subject to adjustment based on Pilgrim Station's performance.
Accordingly, the Company's ability to maintain or increase earnings through
October 31, 1992, will depend primarily on 1ts ability to control costs and
increase kilowatthour sales, as well as the efficient operation of Piigrim
Station. During the performance period November 1, 1989 through October 31,
1990 the Company has received approximately $20,200,000 in accordance with the
retai] revenue increases and Pilgrim Station performance. During the period
from November 1, 1989 through October 31, 1990 Pilgrim Station has operated at
a capacity factor of approximately 68%. The Company experienced no
significant adjustments to the first performance year ended October 31, 19§90.
Effective November 1, 1990 annua)l retail revenues will increase an additional
$22,500,000, subject to adjustment based upon Pilgrim Station's performance.
During the period November 1, 1992 through October 31, 2000, the Company has
agreed to institute a new cost recovery mechanism, which 1s also tied to
Pilgrim Statior's performance, for a portion of the Company's investment and
costs relatcd to Pilgrim Station.

The Company does not currently anticipate significant growth in retatl kkh
sales. Retail kWh sales billed for the nine months ended September 30, 1990
were 0.3% greater than the same period last year. The Company's future growth
of base revenues may be impacted by the implementation of demand-side
management (“DSM") programs. (Some of the major programs include; 1) rebates
to customers for reduced energy consumption, 2) offering commercial and
fndustrial customers no-cost pro?rams to revamp facilities, 3) offering
largest commercial and industrial customers the opportunity to redesign energy
systems, 4) cash incentives to customers for the use of their own on-site
generation, 5) offering commercial and industrial customers rebstes for
replacing 1ighting systems with more energy efficient systems, and 6) offering
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Elnancial Condition, Liquidity and Qutlook for Future (Continued)

onor?y saving measures to residential customers who use electric hot water
heating systems.) The Company has exoended approximately $9,500,000 through
September 30, 1990 for DSM expenditures of which approximately $8,000,000 i¢
associated with the previously discussed DP Settlement Agreement and is not
subject to rate recovery. Additional information relating to the seasonality
of the Company's kWh sales, base revenues, and quarterly earnings can be found
in Note 1 of Netes to Unaudited Financial Statements.

In 1989, Northeast Utilities became the apparent successful bidder for 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 i¢
subgect to various reguiatoury approvals. The Company and other utilities are
requesting FERC to impose conditions on this takeover on the basis that the
new combined entity would control virtually all excess generating capacity in
New England and most of the available mejor electric transmission facilities
entering the New England region.

The Company 1s currently recovering increased power generation costs
associated with recent fossil fuel price increases via the normal operation of
fuel adjustment clauses.

On September 21, 1990 a jury verdict for $39,300,000 was reversed with respect
to a May 1989 antitrust suit decision (see also Note 4 of Notes to Unaudited
Financial Statements).

The Company has been named as a potentially responsible party by certain
environmental authorities with respect to the clean up of certain hazardous
waste sites; the Company believes that the 11kelihood 1t will incur any
material 1iability with respect to such claims is remote.

Edgar Energy Park

On May 1, 1990, the Company filed 1ts Long-Range Forecast of Electric Power
Needs and Requirements for the years 1990-2014 with the Commonwealth of
Massachusetts Energy Facilities Siting Council (the “EFSC"). Included with
this filing was a request for approval of the Edgar Energy Park project, which
s a proposed 300 MW combined cycle generating station which the Company plans
to construct on the Company-owned site of the retired Edgar Gonerating Station
located in Weymouth, Massachusetts. Also on May 1, 1990 the Company filed
with the DPU a request for a zoning exemption for the Edgar Energy Park
Project. On August 1, 1990, the Company filed additional requests at the DPU
seeking 1) approval to form a wholly-owned subsidiary to construct and operate
the 300 MW generating unit at the Edgar Energy Park; 2) approval to make an
equity fnvestment up to $90 million in the subsidiary; and 3) approval of a
contract between the Company and the subsidiary under which the Company would
purchase the energy and capacity of the generating unit for 20 years. DPU
hearings on approval to form the subsidiary and to make an inftial investment
in the subsidiary are scheduled for November, 1990. The Company intends to
file before year end for Federal Energy Regulatory Commission (“FERC")
approv:l of the power purchase contract between the Company and its
subsidiary.
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In addition to proceedings before the DPU, EFSC and FERC, the Company has also
commenced applications for cther required permits and approvals, including in
particular many environmental permits, before a number of other federal, state
and local agencies. Receipt of all the various permits and regulatory
approvals 1s not expected prior to the first half of 1991. Assuming the
successful completion of permitting activities and receipt of regulatory
approvals, 1t 1s anticipated that construction of this facility by the
subsidiary could start in the second half of 1991, with completion in 19984,

Qther Uncertainties
Emergency Preparedness Plan for Pilgrim Station

On “ugust 4, 1987, the Federal Emergency Management Agency ("FEMA") released
the results of a review of the adequacy of the offsite emergency preparedness
pan for Pilgrim Station. FEMA fdentified certain deficiencies in the then
existing offsite emergency response plan and withdrew 1ts previous interim
finding of adequacy. The Company continues to work with the Commonwealth of
Massachusetts (the "Commonwealth") and local officials to improve offsite
emergency preparedness plans, which are the responsibility of the
Commonwealth., FEMA has performed an informal technica) review of the draft
emergency plans submitted b the Commonwealth and local officials. On October
12 and 13, 1389, the Company, along with the Commonwealth and local officials,
participated in a full scale emergency preparedness exercise for Pilgrim
Station. The exercise was monitored by the NRC and FEMA. On February 1,
1990, FEMA fssued a report to the Commonwealth identifying two deficiencies in
the Commonwealth's performance during the October dril)] and directed the state
to schecule and successfully complete a remedia) drill addressing these
deficiencies. The remedial drill was conducted on May 25, 1990. On August
31, 1990, FEMA issued its final report on the emer?ency preparedness exercise
conducted on October 12 and 13, 1989. The report indicated that there were no
deficiencies following the remedial drill conducted on May 25, 1990. The
report identified forty three areas requ1r1n? corrective action (which the
Commonwealth and local communities must resolve in future exercises) as well
as nine planning issues.

In July 1990, the Inspector General of the NRC issued a report which was
critical of the NRC's review of the adequacy of the offsite emergency
preparedness program during the fall of 1989. As a result of the Inspector
General's Report, a congressional hearing was held in Plymouth on October 30,
1990 and a task force was created by the NRC for the purpose of conducting an
in-depth review of the adequacy of the offsite emergency preparedness
program. The task force, which is comprised of officials from tre NRC and
FEMA, 1s meeting with local and state officials to determine whether the NRC
should reconsider its current finding that there 1s reasonable assurance that
the offsite program 1s adequate. It is not anticipated that the task force
will complete these deliberations before the end of January 1891,

While progress has bee. made in emergency preparedness in recent years, formal
approval of the offsite emergency plans for Pilgrim Station has not been
obtained from any of the necessary parties. As previously stated, the NRC
will continue to monitor omer?ency preparedness issues on an ongoing basis.
The Commonwealth has previously stated that 1t has not determined whether
adequate planning i1s possible for the area around Pﬁl?r1m Station. Without
continued Commonwealth and local participation it would be extremely difficult
to formulate emergency response plans satisfactory to the NRC. Various
individuals, groups and public officials continue to monitor and oppose
operations at Pilgrim Station.
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In September, 1990, the National Institutes of Health/Wational Cancer
Institute released the results of a two-year study regarding the incidence of
cancer in the areas surrounding nuclear power plants. The study, which
included the area surrounding Pilgrim Station, showed no increased cancer rish
to residents of counties where there are nuclear power plants.

Ir October, 1990, the Commonwealth of Massachusetts Department of Public
nea..» released the results of a three-year case contro) study conducted for
the purpe.e of investigating adult leukemia incidence rates for certain
communities surrounding Pilgrim Station. The report stated that there was an
Increased risk of adult leukemia for persons 1iving near Pilgrim Station prior
to 1984 and recommended increased monitoring of radiation releases from the
plant, stricter air quality requirements in the Commonwealth and a study of
child leukemia incidences.

The Company strongly disputes the findings of the Commonwealth's study. The
results are contrary to a large body of scientific information collected over
the past 40 years on the health effects of radiation and also to data on
worker- “rom Pilgrim Station which indicate normal cancer incidence rates.




BOSTON EDISON COMPANY
PART 11 - OTHER INFORMATION

| P in

See Items (1)(c)(1)(11), subcaption “Regulation", 1(c)(1)(xii):
“Environmental Matters", and 3: “Legal Proceedings" in the Company's Annual
Report to the Securities and Exchange Commission on Form 10-K for the year
ended December 31, 1989, and Item 1 - "Legal Proceedings" included in Part 11
- Other Information in the Cumpany's Quarterly Report to the Securities and
Exchange Commission on Form 10-Q for each of the quarter ended March 31, 195C
and June 30, 1990, see also Notes 3 and 4 of Notes to Unaudited Financial
Statements and “"Management's Discussion and Analysis" included in Part I of
this Form 10-Q. See also Item 1(c)(1)(11) "Expected Plant Expenditures and
Pelated Financing" (subheading - “"Regulation") in the Company's Annual Report
to the Securities and Exchange Commission on Form 10-K for the year ended
December 31, 1989 and "Management's Discussion and Analysis" included in Part
| of the Company's Quarterly Report to Securities and Exchange Commission on
Form 10-Q for the quarters ended March 31, 1990 and June 30, 1990

Item 2. Ch n riti

See Notes 2 and 9 of Notes to Unaudited Financial Statements included Part |
of this Form 10-Q.

[tem 3. Defaults Upon Senior Securities - None
Item 4. Submission of Matters to a Vote of Security Holders - Not Applicable
mb5, her Information

Effective December 1, 1990 Stephen J. Sweeney will be retiring as Chief
Executive Officer. Bernard W. Reznicek was elected by the Company's Board of
Directors to replace him. Also effective December 1, 1990 Thomas J. May and
Ralph G. Bird were elected Executive Vice Presidents. Effective December 1,
1990 Ceorge Davis was elected Senfor Vice President, Nuclear and John J.
Higgins was elected Senfor Vice President - Human Resources. Effective
October 1, 1990 Roy Anderson was elected, Vice President - Nuclear
Administration. Kenreth Highfill, Vice President, Nuclear Operations is
leaving the Company to resume a career in consulting.

Item 6. Exhibits and Reports on Form B-K
a) Exhibits Filed Kerewith:

Exhibit 12 - Computation of Ratio of Earnings to Fixed Charges

12.1 -~ Computation of Ratio of Earnings to
Fixed Charges




BOSTON EDISON COMPANY

Exhibit 15 - Letter re: unaudited financial
information

15.1 - Report of Independent
Certified Public
Accountants

Exhibit 28 - Other Exhibits

28.1 - Letter of Independent Certified Public
Accountants

Re: Form S-3 Registration Statements
filed by the Company on Novamber 18,
1985 (File No. 33-01614), July 15,
1986 (File No. 33-07103), July 2, 1990
(File No. 33-35588), September 14,
1990 (File No. 33-36824) and Form $-8
Registration Statements filed by the
Company on October 10, 1985 (File No.
33-00810) and July 28, 1986

(File No. 33-7558).

b) A Form 8-K was filed by the Company on September 21, 1990 with the
Securities and Exchange Commission. The report contained
information under Item & - Other Events, which included information
regarding the United States Court of Appeals reversal of a
$39,300,000 judgment against the Company related to a 1989
antitrust verdict.

20



SIGCNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on 1ts behalf by the

undersigned thereunto duly autorized.

FANY
(Registrant)

Date: November 13, 1990
Robert J. Weafer, Jr.
Controller and Chief
Accounting Officer
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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT UNDER SECTION 13 OR
OF THE SECURITIES EXCHANGE ACT of 19

For Quarter Ended June 30, 1990

8’\7‘1‘).‘ r: ;:‘-." r.‘k‘::“lv
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(Exact name of registrant as specified in its charter)

— | 131 14 (V-] 4 4- 90
(State or other jurisdiction of
incorporation or organization)

800 Boylston Street, Boston, Massachusetts
(Address of principal executive offices)

Registrant's telephone number, inclyding area code

NONE
Former name, former address and former fiscal year, if changed since last
report.

Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days.

Yes X NO

Indicate the number of shares outstanding of each of the issuer's classes of
common stock, as of the latest practicable date.

Class Qutstanding at June

2 =)

1990
Common Stock, $5 par value 38,764,370 sh

30
ar

es
Exhibit 1ist appears on page 18.




BOSTON EDISON COMPANY

QUARTERLY REPORT ON FORM 10-0

JUNE 30, 1990

PART 1 - FINANCIAL INFORMATION

Item 1. Financia) Statements

Balance Sheets - June 30, 1990 (Unaudited)
and December 31. 1989

Statements of Income (Unaudited) - Quarters and Six
Months Ended June 30, 1990 and 1589

Statements of Cash Flows (Unaudited) - Six Months Ended
June 30, 1980 and 198%

Notes to Unaudited Financial Statements

Item 2. Management's Discussion and Analysis of
Results of Operations and Financial Condition,

PART I1 - OTHER INFORMATION

Item 1. Legal Proceedings
Item 2. Changes in Securities

Item 3. Defaults Upon Senior Securities

Item 4. Submission of Matters to a Vote of Security Holders

Item 5. Other Information
Item 6. Exhibits and Reports on Form 8-K

Signature Page




OSTON EDISON COMPANY
INFORMATION

1 1 - FINANCIA

Item 1 - Financial Statenm

BALANCE SHEETS

ASSETS

Property, plant and equipment, at original cost:
Utility plant in service
Less: accumulated depreciation
Net Property, Plant and Equipment
Nuclear fuel - net
Construction work in progress
Net utility plant
Investments in affiliated companies
Nuclear decommissioning fund
Current assets:
Cash
Accounts receivable
Accrued Utility Revenues (Note 6)
Materials, supplies & fuel o1l (avg. cost)
Prepaid and other current assets
Total Current Assets
Deferred debits:
Deferred sust of cancelled nuclear unit
(Note 5)
Deferred nuclear outage costs
Other
Total Assets
CAPITALTIZATION AND LIABILITIES
Common stock equity:
Par value $5 per share (Note 2)
Premium on common stock
Retained earnings
Total Common Stock Equity
Cumulative preferred stock:
Non-mandatory redeemable series
Mandatory redeemable Series
Cumulative preference stock:
Non-mandatory redeemable series
Mandatory redeemable series
First mortgace bonds
Unsecured Medium-Term Notes
Debentures (Note 7)
Current liabilities:
Long-term debt due within one year
Bank loans
Commercial paper
Accounts payable
Income and other taxes accrued
Interest accrued
Dividends payable
Other
Rate and Contract Settlements (Note 3)
Total Current Liabilities
Commitments and Contingencies (Notes 3 & 4)
Deferred credits:
Accumulated deferred income taxes
Accumulated deverred investment tax credits
Nuclear decomm’'ssioning reserve
Other
Rate Settlement (Note 3)
Total Capitalization and Liabilities

See accompanying Notes to Unaudited

June 30
1990
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BOSTON EDISON COMPANY
STATEMENTS OF INCOME
(Unaudited)

($ in thousands, except per share amounts)

Quarter Ended Six Months Ended ¥
£/30/90 6/30/89 £/30/%0 £/30/89

Operating revenues (Note 3): $269.652 $282.72 $579.316 $578.982
Operating expenses:

Fuel 66,902 46
Net purchased power/other 37,035 7
Other operations and maintenance

(Note 3) ¢ 08 85,214
Depreciation and amortization 30,525
Amortization of deferred cost of

canceled nuclear unit ; 6,095
Amortization of deferred nuclear
outage costs (Note 3) 5,34
Taxes - property and other 32 15,38
Provision for income taxes i | (1 .534
Total operating expenses _246.747 42:&*ﬁ;;
Operating income 22,90 24,327
Other income:
Allowance for other funds used
during construction -0~ 1,275
Other - net (Note 5) ] Aﬁ\
Operating and other income 24,618 27,003
Interest charges:
Long-term debt 22,484 22,893
Other 5,874 4,555
Allowance for borrowed funds used
during construction - credit _(1,692) __(1,565) _(2.890) _(3.238)
Tota! interest charges 26,665 25 BR3 B2 3¢ 50,95

Net income (loss) before cumulative effect
of accounting change (2,048)
Cumulative effect of accrual for
unbilled revenues, net of taxes of
$9,819 (Note 6) e =0-
Net Income (LosS) (2,048)
Preferred and preference dividends
provided __4.414
Balance available for common
stock (Notes 3 & 4) 3. (6,462)
Common shares outstanding
(weighted average) 38,720 38,172
carnings (loss) per share of common stock
Before cumulative effect of accounting
change $(0.17) $(0.09)
Cumulative effect of accrual of
unbilled revenues (Note 6) =0~

Total (0.17) $0.09)
Dividends declared per common share $.0.38 $0.455

’]d,&g:

See accompanying Notes to Unaudited Financial Statements.




BOSTON EDISON COMPANY
STATEMENTS OF CASH FLOWS

(Unaudited)

Cash Flows from Operating Activities:
Net Income
Adjustments to reconcile net income
to net cash provided by operating
activities:
Cumulative effect (net) for |
prior to 1990 of accounting
unbilled revenues (Note 6)
Depreciation
Amortization of Nuclear Fuel
Amortization of deferred cost of
cancelled nuclear unit (net) (Note
Other Amortization
Net Changes in:
Accounts receivable
Accrued utility revenues (Note 6)
Materials & Supplies
Accounts Payable
Other current assets and liabilities
Allowance for Funds Used During Construction
(Increase) Decrease in Deferred Fuel
Increase in Deferred Income Taxes
(Decrease) in Investment Tax Credit, net
Amortization of Deferred Nuclear Outage Costs
Net Change in Other Deferred Debits and
Credits
Cash Outlays:
Rate and Contract Settlement (Note 3)
Net Cash Provided by Operating Activities
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Cash Flows Used by Investing Activities:
Plant Expenditures (excluding AFUDC)
Decommissioning Fund
Investments in Affiliated Companies
Net Cash Flows Used by Investing Activities
Cash Flows Provided (Used) by Financing Activities:
Issuances of Common Stock
Increase/(decrease) in Notes Payable
Issuance of Debentures (Note 7) 100,000
Debt Retirements (16,139
Dividends Paid £38.,453)
Net Cash Provided by Financing Activities
Increase/(Decrease) in Cash
Cash at the Beginning of the Year

-

e ion WO

C
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Cash at the End of the Period

Cash paid during the period for:
Interest ), $ 53,597
Less: Amouonts Capitalized _(3.890) L2.248)
Total $ 5; 60 369

s2 ok Askwisd:

Income Taxes $ 2,225 9,917

See accompany| lotes to Unaudited Financial Statements.
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BOSTON EDISON COMPANY
NOTES TO UNAUDITED FINANCIAL STATEMENTS

P n ion

Certain information and footnote disclosures, normally included in
financial statements prepared in accordance with generally accepted
accounting principles, have been condensed or omitted in this Form 10-Q
pursuant to the Rules and Regulations of the Securities and Exchange
Commission., However, in the opinion of Boston Edison Company (the
Company), the disclosures contained in this Form 10-Q are adequate to make
the information presented not misleading. These statements should be read
in conjunction with the financial ctatements and the notes thereto and all
other information included in the Company's Annual Report to the Securities
and Exchange Commission on Form 10-K for the year ended December 31, 1989
anZ? the Company's Quarterly Report to the Securities and Exchange
Commission on Form 10-Q for the quarter ended March 31, 1990.

In the opinion of the Company, the accompanying unaudited financial
statements reflect al!l adjustments, including normal recurring accruals,
necessary to present fairly the financial position as of June 30, 1990 and
the results of operations for the three and six months ended June 30, 1990
and 1989, and cash flows for the six months ended June 30, 1990 and 1989.
Certain prior year balances have been reclassified to reflect current
classifications.

The results of operations for the quarter and six months ended June 30,
1990 are not indicative of the results which may be expected for the full
year. During 1989 and 1988, the Company experienced major fluctuations in
quarterly net income. The Company's kWh sales and base revenues are
seasonal in nature, with both being lower in the spring and fall seasons,
In addition, pursuant to retail rate orders of the Commonwealth of
Massachusetts Department of Public Utilities ("DPU"), base retail rates
billed to customers are, on average, forty percent higher in the billing
months of July through October. Accoroingly, a significant portion of
annual earnings occurs in the Company's third quarter. See "Management's
Discussion and Analysis of Results of Qperations and Financial Condition"
included in Part I of this Form 10-Q and Item 1(c)(1)(v) "Seasonal Nature
of Business" in the Company's Annual Report to the Securities and Exchange
Commission on Form 10-K for the year ended December 31, 1989.

In the first quarter of 1990 the Company began accruing the base portion of
revenues for services rendered but not billed in order to match revenues
with expenses more closely. Prior to this adoption, the Company recognized
revenues when services were billed. See also Note 6 of Notes to Unaudited
Financial Statements.

securities Issued

The Company issued 118,738 shares of its common stock in accordance with
the Dividend Reinvestment and Commor Stock Purchase Plan during the quarter
ended June 30, 1990.

At June 30, 1990, the Company had 50,000,000 shares of common stock
authorized, of which 38,764,370 shares were issued and outstanding. See

6
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NOTES TO UNAUDITED FINANCIAL STATEMENTS (Continued)

Note 1 of Notes to Schedules of Capital Stock and Indebtedness included in
the Company's Annual Report to the Securities and Exchange Commission on
Form 10-K for the year ended December 31, 1989, and Note 2 of Notes to
Unaudited Financial Statements included in the Company's Quarterly Report
to the Securities and Exchange Commission on Form 10-Q for the Quarter
ended March 31, 1990. See also Note 7 hereunder.

settlement of Certain Proceedings

On October 31, 1989, the DPU approved a settlement agreement effective
November 1, 1989 (the "DPU Settliement Agreement"), relating to certain DPU
proceedings involving the Company. On August 3, 1990, agreements between
the Company and the Towns of Concord and Wellesley, MA which are whoiesale
customers of the Company, were filed with the Federal Energy Regulatory
Commission ("FERC") settling certain claims related to the 1986-1988 outage
at Pilgrim Station. Previously, in January 1990 and in April 1990, the
Company had entered into related settlement agreements with certain
wholesale customers having long-term purchased power contracts for a
portion of the output of the Pilgrim Station. With the execution of the
August 3, 1990 agreements and the previous purchased power contract
agreements ("Wholesale Settlement Agreements"), all wholesale rate
proceedings related to the Pilgrim Qutage have been settled. The Wholesale
Settlement Agreements are subject to the approval of FERC. As a result of
the DPU Settlement Agreement and the Wholesale Settlement Agreements, the
Company recorded in the fourth quarter of 1989 a before-tax charge of
$178,650,000 (including a reserve for remaining regulatory proceedings and
related litigation in connection with the FERC proceedings described
above), with an after-tax effect of approximately $106,280,000 or $2.78 per
share of Common Stock. This charge includes approximately $8,000,000 of
cash outlays in 1989 and approximately $31,000,000 of previously deferred
nuclear outage costs. As of June 30, 1990, the Company anticipates making
future cash outlays of approximately $139,000,000 as part of these
settlement agreements, (of which approximately $92,000,000 are classified
as a current 1iability on the accompanying balance sheet as of June 30,
1990. However, the timing for a portion of these payments is subject to
receipt of the necessary regulatory approvals).

See also Item 1(c)(1)(i1) "Expected Plant Expenditures and Related
Financing" (subheading - "Regulation") included in the Company's Annual
Report to the Securities and Exc ange Commission on Form 10-K for the year
ended December 31, 1989 and Item 2, "Management's Discussion and Analysis"
hereunder.

Commitments and Contingencies (See also Note 3)
a) hholesale and Contract Customers

On July 24, 1987, the Towns of Concord, MA and Wellesley, MA (the
"Towns") filed a complaint against the Company in the United States
District Court for the District of Massachusetts alleging violation of
the federal antitrust laws. The Company supplies substantially all of
the electric power requirements of the Towns. The Towns' complaint
included allegations of price discrimination, anticompetitive
restriction and price squeeze. In May 1989, a jury determined that
the Company had violated federal antitrust laws and awarded damages of
$13,100,000, which results in a total judgment of $39,300,000, plus
interest, when trebled under antitrust law. If upheld, the judgment
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1 A TATEMENT ntin
a) Wholesale and Contract Customers (Continued)

(which 1s not reflected in the accompanying financial statements)
would represent a charge 10 earnings of approximately $0.64 per share
of common stock. The Comuany has appealed the judgment to the United
States Court of Appeals for the First Circuit, which heard oral
arguments in the case on April 5, 1990, Based upon the advice of
legal counsel, management believes that the decision is contrary to
the facts and applicable iaw and that it is unlikely that this
judgment will be upheld on appeal.

b) Hazardous MWaste

Under the requirements of the applicable state and federal “Superfund"
laws ind regulations adopted thereunder, the Company and others are
expose. to potential joint and several liability with respect to the
clean-up of sites where hazardous wastes may have been spilled or
disposed of in the past. The Company has had claims asserted against
it related to clean-up costs at a number of such sites in
Massachusetts and other states. wWhile the Company is unable at this
time to predict the ultimate total clean-up costs for such sites or
what 1ts share of costs wil) be for each such site, on the basis of
information presently available, the Company believes the likelihood
that 1t would incur any material 1iability in connection with such
sites to be remote.

Cancelled uuglgg[ Unit

The Company commenced amortizing the cost of the cancelled Pilgrim 2
nuclear unit in May 1982 over approximately eleven and one-half years
pursuant to retail rate orders of the DPU. Such costs include certain
financial carrying costs that will be reviewed and may be increased or
decreased from time to time by the DPU. The application of Statement of
Financial Accounting Standards ("SFAS") No. 90 had the effect of
increasing net income for the quarter and six months ended June 30, 1990
by $703,000 ($0.02 per share) ani $1,448,000 ($0.04 per share) net of
taxes of $436,000 and $898,000, respectively, and the quarter and six
months ended June 30, 1989 by $863,000 ($0.02 per share) and $1,771,000
($0.05 per share) net of taxes of $537,000 and $1,099,000, due to the
inclusion in net income of the impLted interest income related to the
cancelled Pilgrim 2 nuclear unit costs being recovered through revenues
from customers. The unamortized discount at June 30, 1990 was
approximately $8,100,000 with related deferred taxcs of $3,100,000.

Change in Accounting Principle - Unbilled Revenues

Effective January 1, 1990, the Company began accruing the base portion of
revenues for services rendered but not billed, in order to more closely
match revenues with expenses. The effect of the change in accounting
principle in the quarter ended June 30, 1990 was an increase of $0.0! per
common share ($284,000 net of taxes of $177,000), and for the six months
ended June 30, 1990 was an increase of $0.35 per common share ($13,645,000
net of “axes of $8,467,000) consisting of a $0.41 per common share
(315,824,000 net of taxes of $9,819,000) for the cumulative effect of the
change at January 1, 1990, reduced by @ $0.06 per common share ($2,179,000
net of taxes of $1,352,000) for theesix months ended June 30, 1990.



NOTES TO UNAUDITED FINANCIAL STATEMENTS (Continued)

Change in Accounting Principle - Unbilled Revenues (Continued)

Had the Company been accruing unbilled revenues in 1989, the pro forma
effect of this change on the quarter and six months ended June 30, 1989

results would have been as fol'ows (in thousands, except earnings per
share):

Quarter Ended Six Months Ended
June 30, 1989 June 30, 1989
As Reported Pro forma As Reported Pro forma
Net Income $1,120 $2,460 $12,934
Balance Available
for Common Stock (3,2584) (1,954) 4,107
Earnings (Loss) Per
Common Share ‘0.09) (0.05) 0.1

Debentures

On June 11, 1990 the Company 1ssued $100,000,000 of debentures. The debt
instrument bears an interest rate of 9.875% per annum and matures on June
1, 2020. The debentures are redeemable at prices declining from 104.483%
of par beginning on June 1, 2000 to 100% of par after June !, 2010.
However, the debentures may not be redeemed prior to June 1, 2000.
Interest is payable on June 1 and December 1 in each year commencing on
December 1, 1990. The debentures are unsecured obligations of the
Company. The net proceeds from the sale of the securities were used to
reduce certain osutstanding short-term indebtedness and/or for capital

expenditures for extensions, additions and improvements to the Company's
plant and properties.




BOSTON EDISON COMPANY
Item 2. Management's Discussion and Analysis of Results of Operations and

Financial Condition for the Quarter and Six Months Ended
June 30, 1990 Versus the Comparable 1989 Periods

Regulatory Proceedings

On October 31, 1989, the Commonwealth of Massachusetts Department of Public
Utilities ("DPU") approved a settlement agreement (the “DPU Settlement
Agreement") effective November 1, 1989 relating to certain DPU proceedings
involving the Company. In addition, in January, April and August 1990, the
Company entered into settlement agreements with certain wholesale customers
(the "Wholesale Settlement Agreements") to resolve certain pending regulatory
and lega) proceedings concerning the 1986-1988 outage at Pilgrim Station. The
Wholesale Settlement Agreements are subject to the approval of FERC. As a
result of the DPU Settlement Agreement and the Wholesale Settlement
Agreements, the Company recorded in the fourth quarter of 1989 a before-tax

charge of $178,650,000, with an after-tax effect of $106,280,000 or $2.78 per
share of common stock.

Although the DPU Settlement Agreement and the Wholesale Settlement Agreements
have removed major uncertainties facing the Company, other uncertainties
remain and are discussed further under the section entitled "Outlook for the
Remainder of 1990 and Beyond" hereunder.

Results of Operations - Quarter Ended June 30, 1990 versus Quarter Ended June
30, 1989

The Company incurred a loss per common share of ($0.17) for the three months
ended June 30, 1990 as compared to a loss of ($0.09) per common share .$0.05
loss per common share on a pro forma basis; see Note 6 of Notes to Unaudited
Financial Statements preceding for additional information involving the
Company's adoption of a change in accounting principle effective January 1,
1990) for the same period last year. A large portion of the decrease in net
income (loss) is attributable to a decrease in Allowances for Funds Used
During Construction ("AFUDC") and higher net financing costs as discussed
further hereunder. The Company continues to experience positive cash flow
from operations. See also Note 1 of Notes to Unaudited Financial Statements

preceding for information relating to the seasonality of the Company's
earnings.

Total operating revenues amounted to $269,652,000, a decrease of 4.6% as
follows:

0.6% increase in retail kkn sales billed $ 150,000
Increase in performance clause revenues (a) 4,753,000
Decrease in fuel and purchased

power adjustment clause

revenues (16,838,000)
Other decreases (1.,142.000)

Decrease in total revenues $(13,077,000)

As part of the DPU Settlement Agreement effective November 1, 1939, the
Company is permitied to increase retail rates by approximately $20,000,000
over the period November 1, 1989 to October 31, 1990 (subject to
adjustment based upon the operation of Pilgrim Station).




Results of Operations - Quarter Ended June 30, 1990 versys Quarter Ended June
30..1989 (Continyed)

The large decreases in fuel and purchased power revenues and fuel and net
purchased power expenses of $16,838,000 and $13,440,000, respectively, are due
to a large decrease in purchased power expense, partially offset by a
temporary overcollection of fuel costs in 1990 as opposed to an
undercollection in the same period last year. Generation from Company owned
facilities was up 57% in the second quarter of 1990, coupled with a large
decline in kkh purchases from other utilities. The major porticn of fuel and
purchased power expenses are recovered through fuel and purchased power
clauses with the balance being recovered through the base rates.

Other operating and maintenance expenses increased by $7,312,000, primarily as
a result of increases in scheduled maintenance expense, nuclear-related
operations expense, and bad debt expense. Amortization of deferred nuclear
outage costs decreased $4,969,000 due to the write off of substantially all
deferred nuclear outage costs in the fourth quarter of 1989 as part of a
before tax charge of $178,650,000, as discussed previously in Note 3 of Notes
to Unaudited Financial Statements.

Property and other taxes decreased $1,059,000, mostly due to lower property
taxes as a result of the settlement of a tax dispute with the City of Boston,
MA. The Company's most recent annualized effective income tax rate for 1950
is 31.0% (including the cumulative effect of a change in accounting pri.ciple)
versus 24.6% in 1989. The decline in 1989 is related to the reversal of
certain prior years' deferred income taxes, the calculation of which was based
upon a FERC rulemaking regarding AFUDC; these were restored to income as such
methodology has not been adopted by the DPU. 1In accordance with the terms of
the DPU Settlement Agreement, the Company is restoring to income certain
municipal tax abatements and deferred taxes in 1990; see Note B of Notes to
Financial Statements included in the Company's Annual Report to the Securities
and Exchange Commission on Form 10-K for the year ended December 31, 1989.

AFUDC totaled $1,692,000, a decrease of 40% from the comparable period last
year, due to decreases in both the average construction work in progress base
and the AFUDC rate. Total interest expense increased $910,000, primarily
related to an increase in the average short-term loan palance outstanding,

which 1s necessary to support the Company's ongoing program of plant
expenditures.

Results of Operations - Six Months ¢nded June 30, 1990 versus Six M .ins Ende
June 30, 1989

P
-

Earnings per common share for the six months ended June 30, 1990 amounted to
$0.51 and $0.11 for the same period in 1989. The results of operations for
the six months ended June 30, 1980 include $0.41 per common share due to the
cumulative effect of a change in accounting principle effective January 1,
19560 (accrual of unbilled revenues), as discussed further in Note & of Notes
to Unaudited Financial Statements included in Part I of this Form 10-Q.
Excluding the cumulative effect of the change in accounting principle,
earnings amounted to $0.10 per common share for the six months ended June 30,
1990, as compared to $0.11 per common share ($0.C9 per common share on a pro
forma basis) for the same period last year.

1




LMQLM,MLS \x_Months Ended June 30, 1990 versus Six Months Ended
30, 1989 (Continued)

Tota)l operating revenues, which remained relatively unchanged on a comparative
basis, amounted to $579,316,000; the change between periods 15 detailed as
follows:

0.5% increase in retal) kWh sales billed $ 2,756,000
Increase in performance clause revenues (a) 9,540,000
Decrease in fuel and purchased power adjustment

clause revenues (8,430,000)

Other decreases _(3,932.000)
Increase in total revenues $ 334,000

As part of the DPU Settlement Agreement, effective November 1, 1889, the
Company 1s permitted to increase retsil rates b approximately $20,000,000
over the period November 1, 1989 to October 31, 1990 (subject to
adjustment based upon the operatio. of Pilgrir. Station).

The decreases in fuel and purchased power revenu:s and fuel and purchased
power expenses of $8,430,000 and $1,364,000, respectively, are due primaril,
to a large decrease irn purchased power expenses, partially offset by a
temporary overcollection of fuel costs in 1990 as opposed to an
undercollection in the same period last year. Generation from Company owned
facilities was up 37% for the first half of 1950 as compared to the same
period last year coupled with a large decline in kWh purchased from other
utilities. The major portion of fuel anc purchased power expenses are

recovered through fuel and purchased power clauses with the balance being
recovered through the base rates.

Other operation and maintenance expenses increased 39,682,000 primarily as a
result of increases in employee benefits expense, nuclear operations expense,
and bad debt expense. Amortization of deferred nuclear outage costs decreased
$9,938,000 due to the write off of substantially all deferred nuclear cutage
costs in the fourth quarter of 1989 as part of a before tax charge of

$178,650,000, as previously discussed in Note 3 of Notes to Unaudited
Financial Statements.

Property and other tax expense decreased $2,299,000 due to lower property
taxes as a result of the settlement of a tax dispute with the City of Boston
and lower pre-tax income. The Company's effective income tax rates for the
six months ended June 30, 1990 and 1989 were 31.0% (including the cumulative
effect of a change in accounting principle) and 24.6%. The decline in 1989 is
related to the reversal of certain prior years' deferred income taxes, the
calculation of which was based upon a FERC rulemaking regarding AFUDC; these
were being restored to income as such methodology has not been adopted by the
DPU. 1In accordance with the terms of the DPU Settlement Agreement, the
Company is restoring to income certain municipal tax abatements and deferred
taxes in 1990; see Note B of Notes to Financial Statements in the Company's

Annual Report to the Securities and Exchange Commission on Form 10-K for the
year ended December 31, 1989,

Other income decrea.ed 12%; 1989 activity included approximately $900,000 of
interest income relating to financial advances to certain transmission
companies in which the Company has invested interests.
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Results of Operations - Six Months Ended June 30, 1990 versy s Six Months Ended
June 30, 1989 (Continued)

AFUDC totaled $3,890,000, a decrease of 33% from 1989, due to decreases in
both the average construction work in progress base and the AFUDC rate. Total
interest expense increased $2,084,000, primarily related to an increase in
average short-term loan balance outstanding, which is necessary to support the
Company's ongoing program of plant expenditures.

Financial Condition and Liquidi

See Part 11, Item 7 - “Management's Discussion and Analysis of Financial
Condition and Results of Operations" in the Company's Annual Report to the
Securities and Exchange Commission on Form 10-K for the year ended December
31, 1989 and the Company's Quarterly f2port to the Securities and Exchange
Commission on rorm 10-Q for the Quarter ended March 31, 1990, See also Notes
2. 3, 4 and 7 of Notes to Unaudited Financial Statements.

The Company's debt principal repayments are $23,000,000 in 1990 (which
includes approximately $17,000,000 of early retirements in April, 1990) and
will be $56,800,000 in 1931, Interest on anticipated long-term debt
outstanding, estimated to be $90,000,000 in 1950 and $106,000,000 in 1991, is
expected to be funded via normal cash flow from electric operations. Funds
generated internally represented approximately 59%, 43% and 48% of plant
expenditures in the years 1989, 1988, and 1987, respectively, and representec
approximately 59% of the $104,000,000 of plant expenditure: incurred during
the first six months of 1990.

The Company's estimate of working capital needs for calendar years 1950 and
1991 {s expected to be consistent with historical levels, except for the
abnormal impact of approximately $139,000,000 of future cash outlays in

1990-1992 as discussed further in Note 3 of Notes to Unaudited Financial
Statements. The Company meets working capital requirements, as well as the
interim financing necessary for its current program of plant expenditures,
primarily by internally generated funds, suppiemented by the issuance of
short-term commercial paper and bank borrowings. The Company currently has
short-term borrowing authority from the FERC of $350,000,000, which the
Company deems adequate to cover working capital and other liquidity
requirements (which includes the $139,000,000 of future cash outlays as
discussed above). As of June 30, 1990, the Company had $207,500,000 of
short-term debt outstanding. The Company has available a three year
$330,000,000 revolving credit facility. As of June 30, 1990, the Company had
not applied to the DPU for regulatory approval tc incur long-term debt under
this agreement, nor had the Company 1.curred any short-term debi thereunder.
The Company also has arrangements with certain banks to provide additional
short-term credit on an uncommitted and as available basis. The Company's
level of aggregate short-term borrowings is expected to decline in 1990

assuming the issuance of additional long-term securities later in 1990 as
discussed further hereunder.




financial Condition and Liquidity (Continued)

On June 11, 1990 the Company issued $100,000,000 of 9 7/8% debentures due
2020, the proceeds of which were used to reduce short-term borrowings which
were incurred for capital expenditures for extensions, additions and
improvements to the Company's plant and properties. As a result of the
issuance of these securities, the Company's capitalization ratios are 54%
long-term debt, 12% preferred/preference stock, and 34% common equity, as
compared to the 1989 year-end levels of 52%, 121 and 36%, respectively. On
July 2, 1990 the Company filed a registraticn statement with the Securities
and Exchange Commission ("SEC") seeking approval to issue an additiona)
$100,000,000 in debt securities. The proceeds will be used for capital
expenditures for extensions, additions and improvements to the Company's plant
and properties or for the payment of obligations incurred for such
expenditures. As of this filing, this registration statement has not become
effective, nor has the Company issued any securities hereunder. The Company's
current 1ntention is to issue additional securities pursuant to this
registration statement prior to December 31, 1990.

In April 1990 the Company redeemed the remaining $16,139,000 of outstanding
Series T (12 1/4%) and Series V (12 5/8%) First Mortgage Bonds, at a
redemption price approximating 110% of par value plus accrued interest.

The Company generated sufficient cash flow in the twelve months ended June 30,
1990 to meet all debt service requirements, however, as a result of recording
the charges associated with both the DPU Settlement Agreement and the
Wholesale Settlement Agreements in the fourth quarter or 1989, the Company's
ratio of earnings to fixed charges was 0.73X for the twelve months ended June
30, 1990. The Company would have needed to generate additional taxable income
of approximately $31,459,000 to cover its fixed charges of approximately
$118,317,000 incurred in the twelve months ended June 30, 1990.

Qutlook for the Remainder »f 1990 and Bevond

In connection with the CPU Settlement Agreement, the Company has agreed to
1imit its retail revenue increases prior to November 1, 1992 to approximately
2% per year, subject to adjustment based on Pilgrim Station's performanre.
Accordingly, the Company's ability to maintain or increase earnings through
such period will depend primarily on its ability to control costs and increase
kKilowatthour sales, as well as the efficient operation of Pilgrim Station.
Ouring the period November 1, 1992 through October 31, 2000, the Company ha:
agreed to institute a new cost recovery mechanism, which is ¢1so tied to
Pilgrim Station's performance, for a portion of the Company's investment and
costs related to Pilgrim Station. As a result, the Company's potential
earnings after 1992 will continue to depend, in part, upon the efficient
operation of Pilgrim Station. 1In connection with the DPU Settlement Agreement
the Company also agreed to expend over the next three years, and not seek
recovery for, $75,000,000 on certain demand-side management programs. See
also Item 1(c)(1)(i1) "Expected Plant Expenditures and Related Financing"
(subheading - “Regulation") included in the Company's Annual Report to the

Securities and Exchange Commission on Form 10-K for the year ended December
31, 1989.

On February 12, 1990, the NRC formally accepted the completion of the power
ascension and test program at Pilgrim Station which began in December 1988.
Ouring the period from November 1, 1989 through July 31, 1990 Pilgrim Station
operated at a capacity factor of 67%. For the performance year ending October
31, 1990, the Company believes che Pilgrim capacity factor will be in the
neutral zone of 60% to 76% and that all other Pilgrim related performance
factors will not be below the neutral zone.




Outiook for the Remainder of 1989 gnd Beyond (Continued)

The Company does not anticipate significant growth in retail kihh sales.
Retail kWh sales billed for the six months ended June 30, 1950 were 0.5%
?reater than the same period last year. The Company's growth in base revenues

s being impacted by the implementation of demand-side management ("DSM")
programs. Some of the major programs include; 1) rebates to customers for
reduced energy consumption, 2) offering comnercial and industrial customers
no-cost programs to revamp facilities, 3) offering largest commercial and
industrial customers the opportunity to redesign energy systems, 4) cash
incentives to customers for the use of their own on-site generations, 5)
offering commercial and industrial customers rebates for replacing lighting
systems with more energy efficient systems, and 6) offering residential
customers energy saving measures who use electric hot water heating systems.
rowever, the Company plans to seek future recovery of lost base revenues
associated with the implementation of DSM programs from the DPU, consistent
with a recent DPU decision on a similar issue involving another Massachusetts
electric utility. The Company has expended approximately $6,000,000 in the
first six months of 1990 for DSM expenditures. Additional information
relating to the seasonality of the Company's kWh sales, base revenues, and
quarterly earnings can be found in Note 1 of Notes to Unaudited Financial
Statements.

In 1989, Northeast Utiiities became the apparent successful oigder Yor the
ownership of Fublic Service of New Hampshire, an electrisc ytility serving @
large portion of the Ltate of New Hampshire. Compietion of the transaction is
subirct to various regulatory approvals. The Company and other utilities are
requesting FERC to impose conditions on this takeover on the basis that the
new combined entity would control virtually all excess generating capacity in
New England and most of the avaiiable major ¢lectric transmission facilities
entering the New England region,

The Company may have additional financial cxposure with respect to a jury
verdict of $39,300,000, plus interest, in an antitrust suit which the Company
is currentiy snpealing (as diccussed further in Note 4(a) of Notes to
Unaudited Financial Statements), based upon the advice of legal counsel,
management believes that the decision is contrary to the facts and applicable
law and that it is untikely that the judgment wil! be upheld on appeal. The
Company has been named as a potentially responsible party by certain
environmental authorities with respect to the clean vp of certain hazardous
waste sites; the Company believes that the 1ikelihood 1t will incur any
significant 1iability with respect to such claims to be remote (see also Note
4(b) of Netes to Unaudited Financial Statements).

On May 15, 1990 the Company signed four year contracts with its labor unions.

fdgar fnergy rark

On May 1, 19390, the Company filed its Long-Range Forecast of Electric Power
Needs and Requirements for the years 1990-2014 with the Commonwealth of
Massachusetts Energy Facilities S1t1n? Council (the “EFSC"). Included with
this filing was a request for approval of the Edgar Energy Park project, which
is a proposed 300 MW combined cycle generating station which the Company plans
to construct on the Company-owned site of the retired Edgar Generating Station
located in Weymouth, Massachusetts. Also on May 1, 1990 the Company filed
with the DPU a request for a zoning exemption for the Edgar Energy Park
Project. On August 1, 1990, the Company filed additional requests at the D”U
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Edgar Energy Park (Continued)

seeking 1) approval to form a wholly-owned subsidiary to construct and operate
the 300 MW generating unit at the Edgar Energy Park; 2) approval to make an
equity investment up to $90 million in the subsidiary; and 3) approval of a
contract between the Company and the subsidiary under which the Company would
purchase the energy and capacity of the generating unit.

In addition to proceedings before the DPU and EFSC, the Company has also
commenced applications for other required permits and approvals, including in
particular many environmental permits, before a number of other federal, state
and local agencies. Receipt of all the various permits and regulatory
approvals 1s not expected prior to the first half of 1991. Assuming the
successful completion of permitting activities and receipt of regulatory
approvals, it is anticipated that construction of this facility by the
subsidiary could start in the second half of 1991, with completion in 1934,

Qther Matters

The Company “ntends to file with the DPU in the fall of 1990 for recoverv of
pianned 199" DSM expenditures in excess of the amour :s required as part o7 the
PPU Settlement Agreement. Recovery of amounts in excess of those expenditures
as¢ociated with the DPU Settlement Agreement will be sought in accordance with
0P guidelines and regulations.

Ces:tract purchasers of a portion of the output of Pilgrim Station (i.e,, other
vtitities, municipal lioht companies and the Towns of Concord and Wellesley,
FA) have filed complaints at FERC and in court seeking reimbursement for
ceplacement power incurred sc the result of alleged mismanagment of Pilgrim
Station as well 335 additioral relief. The Company has entered into Wholesale
Settlement Agreements with all of these contract purchasers which are subject
to approval by FERC. The ceourts have stayed further proceedings pending the
outceme of the proceedings at FERC. As a result of the Wholesale Settlement
Agreements, ‘re Company anticipates making cash payments to the settling
parties of acproximately $50,000,000, the timing of which will be dependent
upen the receipt of the necessary regulatory approvals.

Qther Ungertainties
Emergency Preparedness Plan for Piigrim Station

On August 4, 1987, the Federal Emergency Management Agency ("FEMA") released
the results of a review of the adequacy of the offsite emergency preparedness
plan for Pilgrim Station. FEMA identified certain deficiencies in the then
existing offsite emergency response plan and withdrew its previous interim
finding of adequacy. The Company continues to work with The Commonwealth of
Massachuset{s (the "Commonwealth") and locs) officiale to improve offsite
emergency preparedness plans, which are the responsibility ¢f the
Commonwealth, FEMA has performed an informal technica®l veview of the draft
emergency plans submitted by the Commonweslth and locai c¢fficials. On October
12 and 13, 1989, the Company, along with the Commonwezalith eno local officials,
participated in a full scaie emergency preparecouss exercise for Pilgrim
Station. The program was moaitoved ny the NRY and FEME.  On Fedruary 2, 1990,
FEMA issued a report to the Locimoneenith 18antifying two deviciencins in ihe
Commonwealth's performarce during the October drill any divectec the state to
schedule ang successfully complete 2 remediav dril) aduressing these
geficiencies. The remedia) arill was conducted on May 2%, 1950 and the report
ef FeMa'y evaluation has not been tssugd,
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Emergency Preparedness Plan for Pilarim Station (Continued)

While progress has been made in emergency preparedness, formal approval of the
emergency plans has not been obtained from any of the necessary parties. The
NRC has indicated that it will continue to monitor emergency preparedness
issues on an ongoing basis. The Commonwealth has previously stated that it
has not determined whether adequate planning is possible for the area around
Pilgrim Station. Without continued Commonwealth and local participation it
would be extremely difficult to formulate emergency response pilans
satisfactory to the NRC. Various individuals, groups and public officials
continue to monitor and oppose operations at Pilgrim Station.

Health Studies

Certain governmental agencies are currently conducting studies to cetermine
whether there is a 1ink between Piigrim Station and purported elevated levels
of radiation-sensitive cancer in certain communities near Pilgrim Station.

The Commonwealth of Massachusetts Department of Public Health plans to release
the results of its studies later in 1990. The Company continues to monitor
the situation closely and disputes any contention linking Pilgrim Station to
any elevation in cancer levels.




BOSTON EDISON CO4PANY
PART 11 - OTHER IMrORMATION

item ). Legal Froceedings

See Items (1)(c)(1)(11), subcaption “"Regulatinn", 1(c)(1)(xii):

“Environmental Matters", and 3: "“Legal Proceedings" in the Company's Annua)
Report to the Securities and Exchange Commission on Form 10-K for the year
ended December 31, 1989, and Item 1 - “Lega)l Procecdings" included in Part 11
- Other Information in the Company's Quarterly Report to the Securities and
Exchange Commission on Form 10-Q for the quarter ended March 31, 1990. See
a1so Notes 3 of Notes to Unaudited Financial Statements and "Management's
Discussion and Analysis" included in Part 1 of this Form 10-Q. See also Item
1(c)(1)(11) “"Expected Piant Expenditures and Related Financing" (subheading -
"Regulation”) in the Company's Annual Report to the Securities and Exchange
Commission on Form 10-K for the year ended December 31, 1989 and “Management's
Discussion and Analysis" included in Part 1 of the Company's Quarterly Report
to Securities and Exchange Commission on Form 10-Q for the quarter ended March
31, 19%0.

On February 10, 1982 the Boston Housing Authority ("BHA") filed an action
against the Company in the Massachusetts Superior Court seeking approximately
$10,000,000 in damages for alleged overcharges for electricity and steam
furnished over a six-year period, together with a claim for treble damages
pursuant to M.G.L. ¢. 93A. On December 15, 1983 the Massachusetts Supreme
Judicial Court affirmed an order of the Massachusetts Superior Court
dismissing the BHA's claim of unconstitutional and unfair electric rate
discrimination and remanded the claim for steam overcharges (approximately
$4,000,000) to the Superior Court for completion of the pleadings and trial.

Item 2. Changes in Securities

See Notes 2 and 7 of Notes to Unaudited Financial Statements included Part I
of this Form 10-Q.

Item 3. Defaults Upon Senior Securities -~ None

4 n_of f r rs - Not Applicable
Item 5. Other Information - None
Item 6. Exhibits and Reports on Form 8-K

a) Exhibits Filed Herewith:
Exhibit 3 - Articles of Incorporation and Bylaws

3.1 - Boston Edison Company Bylaws
April 19, 1977 as amended January 22,
1987, January 28, 1988, May 24, 1988 and
November 22, 1989,

Exhibit 12 - Computation of Ratio of Earnings to Fixed Charges
12.1 - Computation of Ratio of Earnings to Fixed

Charges
18



Item 6. Exhibits and Reports on Form 8-K (Continued)

b)

Exhibit 15 -~ Letter re: wunaudited financial information
15.1 - Report of Independent Certified Public
Accountants
Exhibit 28 - Other Exhibits

28.1 - Letter of Independent Certified Public
Accountants

Re: Form S-3 Registration Statements
filed by the Compary on November 1§,
1985 (File No. 33-01614), July 15, 1986
(File No. 33-07103), and July 2, 1990
(File No. 33-35588), and Form S-3
Registration Statements fiied Ly the
Company on October 10, 1985 (File No.
33-00810) and July 28, 1986 (File No.
33-7558).

28.2 Settlement Agreement between Boston
Edison Company and the Towns of Concord
and Wellesley, Massachusetts, filed
August 3, 1990 at FERC.

A Form 8-K was filed by the Company on June 28, 1990 with the
Securities and Exchange Commission. The report contained
information under Item 7, Financial Statements and Exhibits, which
included the filing of the First Supplemental Indenture dated June
1, 1990.
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SICNATUKE

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duiy authorized.

N
(Registrant)

Date: August 13, 1990

Robert J. Weafer, Jr.
Controller and Chief
Accounting Officer
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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-0

QUARTERLY REPORT UNDER SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT of 1934
For Quarter Ended March 31, 1990 commission file number 1-230

et L R L O MR e
(Exact name of registrant as specified in its charter)
Ah e Massachusetts e 941278810
(State or other jurisdiction of (I.R.S. Employer
incorpuration or organization) Identification No.

800 Boylston Street, Boston, Massachusetts il i LR R e i
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code 617-424-2000

RSB | SANEEINISL

Former name, former address and former fiscal year, if changed since last
report.

Indicate by check mark whether the registrant (1) has filed all reporus
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject tou such
filing requirements for the past 90 days.

Yes X NoO

Indicate the number of shares outstanding of each of the issuer's classes of
common stock, as of the latest practicable date.

AHGRLRTIRNTRN ) 1 1 UM Sl Qutstanding at March 31, 1990
Common Stock, $5 par value 38,645,632 shares

Exhibit 1ist appears on page 16.
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BOSTON EDISON COMPANY

PART 1 - FINANCIAL INFORMATION
Item 1 - Financial Statements. March 31,

BALANCE SHEETS

Property, plant and equipment, at original cost:

Utility plant in service
Less: accumulated depreciation

Nuclear fuel - net
Construction work in progre<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>