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Gentlemen:

The purpose of this letter is to transmit the financial
information required by 10CFR50.71(b). Attached please find a
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Report.
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To Our Shareowners

We marked a new beginning in 1990 as we put
the past behind us and repositioned the Company

to meet the compentive challenges o a new decade.

Financiar Hearrs

For the fist time since 1983, LILCO's first
mortgage and general and refunding bonds were
rated investment grade by leading investment-rating
agencies, allowing us to borrow money at lower
interest rates. Earnings for the year were $263
million, in stark contrast to 1989's $175 million loss.
We increased our quarterly common stock dividend
this year by 50 percent, from 25 cents per share to

37 cents per share.

Service First

Providing unparalleled customer service has
become our top pnority for the decade, a goal that
requires the participation of each and every LILCO
employee. During 1990, we developed the mission
statement on tae cover of this report and set in
motion the “Service First” program, our bluepnm
for achieving service excellence. The plan targets
specific goals for meeting the compentve challenges

of the 1990s.

Tue Guir Crisis

With events in the Pemsian Gulf causing oil prices
to increase by 70 percent, LILCO's costs for
producing electricity increased accordmgly, We
moved quickly to implement measures that would
minimize the impact on customers,

The Company purchased oil on the spot market
at discounted prices, substituted natural gas for
oil to generate ciectnicity, and introduced new

conservation programs to help our customers reduce
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their ¢ ergy bills. The new programs offered
wstomers energy=efhicient fluorescent Lightbulbs,
weathenization kits and water heating products at
discounted prices through our toll-free cnergy
hotline, We provided tree home energy audits and
weathe nzabon workshops to help customerns save

as much as 20 percent on their energy bills,

GAs EXPANSION

As o1l prices soared, natural gas moved to the
forefront as a cost-ctlective, domesncally available
tuel aleernative, With approximately 75 percent of
the homes on Long [sland using oil tor space heaung
compared to 11 percent nationwide, customers
flooded LILCO with inquines about gas heat
conversions. We marshalled our resources to purssue
gas conversion leads aggressively, succeeding
instalhing 6,610 residential gas  heat  customers,
72 percent more than in 1989,

Increasing demand tor gas heat meant increas-
ing our gas supply as well. We concentrated on
developing new resources, the most promising ot
which 1s the [roquois pipeline. The 360-muile pipe-
line wall bring Canadian natural gas ro Long Island,
increasing our gas reliabihity and enabling us to
provide natural gas to an addiional 40,000 homes,
A LILCO subsidiary purchased a one percent share
of the [rogquois pipeline this year, making us a partner

in the project.

Reviaptorry tie Key

With additional cogeneration sources, increased
conservation and a sluggash economy, we anticipated
slower electric sales i 1990, Despite  this, we
continued to expand our electric service, mstalling

our one-milhoath customer this year.
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“We realized that for
the Company to grow
and succeed in
the '90s we must provide

unparalleled service.”

Anthony F. Earley, fr
President and
Chuel Operating Officer

(PHOTO LEFT)
Expramzng LILCO's
CUSTOMER OUTREACH PROGRAMS
15 ST ONE WAY
THAY U USTOMER SERVICE
Representative Karen Lewrs
WORKS TO PROVIDE
UNPARALLELED CUSTOMER
SERVICE

um»imc

1990 presented LILCO wath a unigue challenge. Like many
other utilities, we entered a decade with customers expecting
more and better service. A company’s perf rmance 1s n - longe:
Judged merely on the product supphied, but on the guality ot
service with which it s provided

“We realized that for the Company to grow and succeed in
the "90s we must provide unparalleled service,” said Company
President Anthony Earley. “To do that, we had to develop a clear,
commen undenstanding of the needs of our customers and create
a corporate culture that emphasized meeting those needs”

Employees on all levels were invelved 10 a tears ceffort
to develop a mission stwement that encompassed our desive
to provide unparalleled service to our customers and return
LILCO to financial health. The result was the st ment on
the cover of this report, a statemende that embodies our new
“Service Fimst” spint

With our nussion statement in place, we began working to
make it a reality. We developed clear, measurable goals for
achieving service excellence and provided the training necessary
for each employee to reach those goals. We developed focus
groups and quality circles to locate and resolve problems and to
recommend improvements throughout the Company

Though sull 1 1ts imwal stage, we believe the Service First
program provides us with the tramework necessary for building

a customer-driven corporate culture ar LILCO.

LoNne s AN COoMPANY
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Aithough LILCO already had the most aggressive energy
conservattion plan in New York State, we set even higher
megawatt=saving goals for 1990, The plan reduced electne demand
by 185 megawatts, a 37 percent mmprovement over 1989 We also
targered previously untapped customer segments by introducing
new programs designed to encoutage energy=-ciiciency in new
construction and not-for-profit sectors. The year also saw the in-
troduction of a program promoting energy conservation in Long
Island elementary and secondary schools.

More and more customen participated in the Company’s con-
servation programs, particularly the five new residential programs
introduced in response to the Pemian Gulf enisis, The programs
helped customen lower their energy bills through free home
energy audits, free weathenzaton workshops and three separate
catalog programs. Through an 80O number, customers were able
to purchase fluorescent light bulbs, home weathenzation kits and
water heaung conservation products at discounted pnces

“We had an overwhelming response to our new programs with
more than 20,000 calls received following the programs’ October
10 kick-off)" said Chns Wilding, vice president of Conservation
and Load Management. "By the end of the year, more than 90K
customers had purchased energy-cthoient products and
participated in the workshops.”

Yo further asst ouy customers in lowering their energy
costs, the Company is currently investigating new lighting and
appliance energy-saving Programs, as well as a program
that would promote energy efficiency in new

home construction

Loweag IsLAND
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Total Energy Conservation
Program Participants
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(PHOTO RIGHT)
HELPING CUSTOMERS
LOWER THEIK ENBRGY BILLS IS
one o LILCQS
MAIN CONCERNS. NEW
WEATHERIZATION WORKSHOPS,
CONDUCTED BY ENERGY
SPECIALISTS LIKE
Mixr Frost (RiGHr), HeLy
ACHIEVE THAT GOAS
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Overview

The year 1990 was another year of achievemeats for the
Company and reflected a continuing and furthering
improvement in its financial picture. This improvement 1§
evidenced, in part, by the elevanon in 1990, of the
Company’s  First Mortgage Bonds and  General and
Refunding Bonds (G&R Bonds) to mvestment grade by the
rating agencies.

Thus 1s the first ume since 1983 that LILCO securites
have been rated investment grade—a significant milestone
in the turnaround of the Company.

Other achievements in 1990 cluded:

¢ Dismussal by a United States Court of Appeals of

Suffolk County’s claim against the Company under
e federal Racketeer Influenced and Corrupt
Orgamzations Act (RICO Act) and athirmation of
a class acnon settlement (Class Settlement) entered
into between the Company and 1ts ratepavers in 1989
to resolve the RICO Act lingation,

® Increase in the Company's common  stock
quarteny dividend frem 25 cents per quarter to 37
Cents per guarter.
The Company resumed the payment of dividends
in 1989, ending a five year pe. vl dunog which no
dividends had been paid on its preferred stock or
common stock.

® Earnings for common stock tor 199G of approxi-
mately $263 mulhon or $2.36 per common share,
compared to a loss tn 1989 of $175 milhon or §1.57
per common share.

¢ Use of $100 milhion of tax-exempt secunties in 1990
tollowing utilization of $100 million of tax-exempt
securities in 1989, the proceeds of which were used
to reymburse the Company’s treasury for previously
mcurred capital expenditures.
Fmancing with tax-exempt sccurities saves ratepayers
millions of dollars because these secunties carry
significantly lower miterest rates than taxable bonds
For the three years prnor to 1989, the Company had
been precluded from using this type of financing

® Receipt of a 5.00% electne rate increase in December
1990, following the receipt of two electric rate
increases of 5.4% and 5.0% in 1989

These three rate increases, on an annualized basis,
represent approximately $240 million of addinonal
cash flow. Prior to these increases, the Company
had not received an ¢lectric rate wcrease i more
than three vears.

¢ Redemption of $75 million of G&R Bonds, 12%%
Sernies due in 1992 without the need for addition’ ]
external financing.

¢ The addiion of approximately 10,500 new gas
heating stallations, 50% of which were residential
conversions-—nearty doubling the number of homes
that the Company converted to gas heat in 1989,

The uncertainty surrounding oil prices has provided
the Company with an opportunity to expand its gas
business as customers look to natural gas heat to
reduce thorr @9y bills,

Ihe vear 1989 marked a year of tinanaal transition for
the Company fo'lowing a settlement (1989 Setlement) ot
the controversy concermng the Shoreham Nuclear Power
Station {(Shareham) and the Class Settlement. Pror to 1989,
the financial viability of the Company bad been jeopardized
by the Shorcham controversy and the RiCO Act hugation
because of the uncertainties they presented and because the
Company had not been permitted to recover a significant
porticn of s investment in Sharcham.

his all changed in 1989 with the 1989 Settlement with
New York State (State) and the Class Settlement. The 1989
Settlement was designed to ehiminate the controversy over
Shoreham by providing for the transfer of Shoreham to an
agency of the State, reciing the intention to return LILCO
to ivestment grade finanaal conditton, authoizing fixed
rate increases 1989 and 1999 which the Company 1s
currently recetving, and targeting annual rate increases of
4.5% to 5.0% in cach year thereafter through 1998,

In conjunction with the 1989 Setdement, the Company
filed a rate request in late December 1990 which states that
the filng is consistent with the ratemaking prnnciples
gstablished by the Public Serviee Commussion of the State
of New York (PSC) under the 1989 Settlement. In ats
proposal, the Company seeks to increase electric rates
by 5.0% a year beginning on December [an 1991, 1992
and 1993, respectively

Although the proposed rates Jo nut reflect the impact
of the Class Settlement, the Company estimates that, as a
result of the Class Settlement, ratepavers will  pay
approximately 2% to 3% less than they would otherwise
have paid under the rates proposed by the Company in the
new filing. The Class Settlement provides the Company's
customers  with approximately  $39%0 million 1 rate
reductions to be apphed to their monthly electric bills over
a ten year penod that began i December 1990






Duning the period 1991 to 1595, the Campany estimates
that it will be requured to seek extemal financing of
approximately 825 billion Although & portion of this
financing will be wsed to meet ity operatig and ugutnl
requirements, most sl be wsed 1o refund raatuning debt

Accordingly, during 1991

¢ The Company utithzed $10 milhon of tax~exenipt
securties in January 1991 w reimbune the Company's
trewsury fot previouly incurred capital expenditures

¢ The Company plans to sell 8250 million of G&AR
Bords, the proceeds of which would be used o
redeem 8225 milhon G&R Bonds, 13%% Series
due in 1995,

¢ The Company 1 secking permussion to utdize the
proceeds from the sale of anather $100 milhon of tax-
exempt secunties which would be sold laer in 1991
The proceeds would be applied to teumburse the
Company's treasury for previously mourred capital
expenditures.
¢ Finally, the Company has available its 1989 RCA o
support 1991 capital requirements,
The Company filed a gas rate request in late January 1991

with the PSC seeking an annual increase i rate rebiet

approsamating $35 million, or 7.7%, 10 become effective
an December 1, 1991

Capital Requirements and Capital Provided

I 1990, capwtal requirements amounted to $672 mllion
and consisted of construction requirements, refundings.
dividends and Shoreham post settlement costs, Construction
requitemients were $230 million, refundings amoun:ed to
$96 milbion and dmvidend payments on the Company’s
preferred stock and common stock amounted to $68 mulhon
and $125 million, respectively. Shorcham post settlement
costs i 1990 amounted to $153 million, weluding $73
million of property taxes,

For 1991, total capital requirements (excluding common
stock dividends) are estimated at $506 million, of which
construction requirements are estimated to be $246 milhon,
refundings are 829 million, preferred stock sinking fund
requirements are $14 million, preferred stock dividends are
$67 million, and Shorcham post settlement costs are
estimated at approximately $150 mulhon, mcluding 877

milhon of property taxes. Mowever, the overall level of

Shareham post settlement costs in 1971 wall largely depend
on the proceedings currently betore the Nuclear Regulatory
Commusion. For a further discussion respecting Shorcham,
see Note 9 of Notes to Financial Statements

TRV D

Capital requirements and capital prosaded for 1990 and
1989 were as follows
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For further informati ¢ see the Statement of Cash Flows
and Note | of Noe to Financa! Saaements. For
information with resp .t to financil stability adjustment
(FSA) revenues, see Notes 1 and 2 of Nates to Financal
Statements,
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Investment Rating

The 1989 Settdement was intended 0 unprove the
Coompany's credit ratigs, and in 1989 the rating agencies
o Aeantly upgraded their ratings on cach of the Company's
) aeipal secunaes.

Puanag 1990, cach of the ratng agencics further upgraded
its ratings on the Company's principal secunities resulung
n mmr at December A 1990 of pummam ivestmient
grade for the Company's Fint Morgage Bonds and
GAR Bonds.

The Company's secunues are rated by Moody s Investon
Service, Inc. (Moody ', Standard and Poor’s Carporation
(S&F). Fiteh Investore Service, Ine (Bich) and Dafl
and Phelps (D&P)

The chart below indicates the ratings for cach of the
Company's principal securnities at Decemnber 31, 1990 and
the minsmum wvestment grade ratings used by cach agency

Moody's S&P  Fitch DapP
Fint Martyage Bonde Haad BUB BHB BHED
GaR Bond Haud BHE- BHB - BEH
Piebentures 14a) B BHe BB
Proterred Stock ¥ Bl BH B
Minimum lovestnen;
Grade Haal BHB. HBB  HBB

“apitalization

Capitalization (defined as the total of long=term debt,
preterved stock and common sharcowners’ equity) was
approximiately 87 3 bilbon at December M 1990, an increase
from $7 2 bilhon at December 31, 1989 The aporoximate
$112 mulbon increase e capitalization primarnily reflects the
nerease in the Compan s retaned carnings which reflects
the 1990 carnit g for common stock of $263 million offset,
n part, by the declaravon of common stock dividends

Capitalization, at December 31, 1989 was approxamately
$547 pathon hgher than the Decomber 31, 1988 balance
of $6.6 billion. The increase in capstalization reflects the
ingrease in debt asoaated with the 1989 financing actvity,
partially offset by the payment of dividends (including the
payment of $390 milion of preferred stock dividends in
arrcars), and a redaction (n retained eamings caused by the
Company's 1989 net Jos,

At December 31, 1990, 1989 and 198K, the components
of the Company’s capitalization ratios were as follows:

I S ——

Capitalization Ratios 1990 | | UK
Lung-Term Debt 62.3% A K1Y
Pte&md Sack 9.4 0.7 154

Comman Shareowners’ Equity 28,4 27 324
I%M l(l_l.m\. !il(nm

Results of Operations
Farnings

T 1990, carnings for common stock were approximately
$263 nilhion, or 8236 per conimen share, which reflecns
the positive effeots of the TU89 Settdenrent for the entire year.

Earnungs tor commion stock in 1990 ahso reflect a change
i the Company’s method of recognzing gas revesues,
Eftecowve Janary 1, 1990, the Company’s revenues inclade
estimated consamption of gas delivered to castomierns, bat
not yet balled at month-end, vesulting i the tull aceroal
ol all unbilled gas revenues. The cumulative eflect of this
aceountiog change increased 1990 carmings by approxaimately
$12 miilhon, net of tax effects, ot 10 cents per commaon share
Excluding ths stem, canungs tor common stogk i 1990
wonld have been approsimately 8281 odlion, or §2,26 per
common shae

Lo 1ORY, the Coingpany wmearred a loss tor commaon stock
of apiproxunately $178 midlion, or $1.57 per common shire
resulting from recording nonscash charges to net incotne
reflectng the TORG Sertlement and the Class Settdement
becomung il ive

Under the 1909 Settlement, the Company recorded on
ity books the weite-off of its remanmg imvestiment
Shorehun and other related assets) and the establishiment
of the TRA. The net loss resulting theretrom, and the
reduction of net incote resulting from the cessation of AFC
acorwng on Shoreham, which mitigated sach wete=off,
totaled approximately $209 million, ner of tx benefits, or
$2.41 per commion share. Upon the effecoveness of the Class
Settlement, the Company recorded a charge to income of
approximately $1130 million, net of tax benefits, or $1.02
per cainmon share, which represeited the present value,
at June M1, 1989, of the total amount of the Class Settlement.

Also, the Company, the other cotenants of Nine Mile
Pount Nuclear Power Station, Uit 2 INMP2), the PSC and
ather snerested parties reached an agreement in January 19490
with respect to the constro-tion of NMP2 and ity opera-
tion through Tanaary 19, 1990 Under the werms of the
agrcement, the Company's share of disallowed costs would
agarepate approximately 87 mulhon, net of tax bengtits,
or b cents per common share, and these costs were charged
o ncome in 1989 i accordance wath Satement of Finaucial
Accounting Standards No. 90 (SFAS Na. 90),

Excluding these three items, carmings for common stock
in 1989 would have been approsimately 8213 milhon, or
$1.92 por comman share.

In 1988, the Company incurred @ loss for common stock
of approximately $1.1 billion, or $10.08 per commion share
reswlting trom @ nonscush write<down attnbutable to
adopting SFAS No. 90 The write=down amounted o
approxiniately $1.3 billion, net of tx benefits, or $12.10
per comimon share and resulted principally from certam costs
of Shoreham and NMP2 which the PSC determined the
Company may not recover. Betore this wntesdown,
garnungs tor conmnan stock i TS were approsenately
$224 million, or $Z.02 per common share.
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Notes to Financial Statements
Note 1. Summary of Significant

The Company's accountng policies cotformn to generally
aceopred accounting prinaples (GAAP) us they apply to a
regulated enterprise. Tts accounting records are mantaied
i accordance with the Untlorm Svstem of Accounts
presenbed by the Publc Service Commmssion of the State
of New York (PSC) and the Federal Energy Regulatory
Comssion (FERC).

Utility Plant

Addivons o and replacements of uahty plant are
capitalized at orginal cost, whach includes matenal, lakor,
overhead and an aliowance for the cost of funds used duning
comstruction (AFC), net of financial sabality adjustiment
(FSA) revenues. The cost of renewals and betterments
relating to units of property i added to utiity plant. T
cost of property replaced, setired or otherwise disposed of
s deducted from atility plant and, generally, tegether wath
chstnanthng costs less any salvage, s charged to accumlated
depreciation, The vost of repairs and minor renewals
charged to maintenance expense. Mass properties (such as
poles, wire and meten) are accounted for on an average
Wit cost basis by veur ot mstallation

Allowance for Funds Used During Construction

The Unutorn: System of Accounts detines AFC, which
15 0ot an item of current cash income, as the net oot of
borrowed funds for construction purposes and a reasonable
rate of return wpon the uolity's equity, When so used AF*
is computed monthly using a rate permitted by FERC on
that portion of construction work in progress (CWHF) which
s ot included i the Company's sate base. The portion
of AFC relating to borrowed funds i included in the Interest
Churges and (Credits) section of the Statemient of Income.

FSA revenues, which were authonzed by the I'SC
and aeccived fron _d up o the effectivenes of the
1900 Sertddement, provided the Company with additional
tevenues, which were in excess of the amounts to
which the Company was entitled under  conventional
ratemaking and reduced the cost of construction through
an oifset 1o AFC,

The average annual AFC rate, without giving effect 1o
compounding was 11.03%, 12,200 and 12,124 for the years
1990, TORY and 198K, respectively. The average annosl
AFC rate, noy of tax, which had been principally applicd
t¢ the Shorcham Nuclear Power Station  (Shoreham)
CWIP, wathour giving effect to compounding, was 9 Y8,
for the year 1988

Depreciation and Amortization

U'he provisions for depreciation resudt from the apphicas
ton of straght<linge rates to the arganal cost, by groups,
of deprecubic properties 1o service. The rates ure detertmed
by age-ltfe studies pertormed anovally on depreciable
propertics. Depreciation was equaivalent to appraxumnately
A 200, A 2% and 3.6% for electng and 2.8%, 2 9% and 285
tor gas of respective average depreciable plant costs for the
vears TV TUNY angd TYSK, respectivels

Abandonments and Disallowances of Plant Costs

In Decembet 1986, the Finanaal Avcounting Standards
Board (FASH) ssued Staterment of Fisancal Accounts
ing Standards (SFAS) No.o 90, Regulaed Lnterprises—
Accounting for Abandonments and Disallowances of Plant
Costs. SEAS Noo 90 requutes, among othier mattens, that 4
loss be recognized when it becomes probable that costs of
a plant will be dsallowed for ratemaking purpose. of the
vost of at abandoned plant & exces of the present value
of the tuture revenues expected o be reahized relative to
the abandoned plane. As g result of udopting SEAS No, 90
eflecuve Junuary |, 1988 the Company's 198K fuiancial
statements feflect o weatesdown of net assets, AMOUNtng o
approximuately §1 3 billon, net of tax effects, or $12.10 per
votmmon shyre, which was accounted for a8 the cathulative
eftect of & change i accounting principle. This write-
down telated prineipally to cortam costs of Shorcham
determiined w0 be ampradent by the PSC o 1985 and 1o
the estimte e ot Jabuary 1988 of the Company's
shart of Rine Male Point Novleat Power Sation, Unit 2
INMP2) conts in excess of the amount provided 10 the 1986
NMP2 setdemiont among the cotenants of NMP2, An
addivonal adjustinent relating o NMP2 was recorded i
December 1989, which & discusved in Notes 4 and 11 1o
June 198% the Company recorded the effects of the
19R9 Seatlement and i December 1989 recorded an
additional charge to carningy reflecting revisions to certain
estimates relating 1o the 1989 Settlement, which are
discossed an Notes 2 and 11

Nuclear Plant Decommissioning Costs

The Company s shure of the estintated decompnssioning
cints Tor NMP2 are beg provaded for 1o eleetsic rates
and are bemg changed (o operations as depreciit s expetise
For a further discasion of NMPY decommussionimg
vints see Note 4

Capitalization-Premioms, Discounts and Fxpenses

Premuvms or discounts and  expenses selited to the
wsiance of long=tenn debit are amortized over the ives of
the ssues. Capital stock expeise related to thiat portion of
proferred stock reguitred to be redeemed s whittensofl us
an adpastment to retatned earmngs upon redemprion wiless
the preferred stoek s redecmed below par vilue, in which
case any resulting gam, tiet of the related capatad stogk
expense. s recorded as addiiosal premuum an capid stock




o The capital stock expense and redemprion costs asociated
with redeetung Preferred Mook Senes U, V. Woand X and
the cost of isnance of Preferred Stock Sencs Y are beang
amortzed over wn vean

Reserves tor Claims, Damages, Pensions and Benetits

Losses ansing trom clums agast the Company and
extraordinary  storn lowses are parvall,  selteinsured.
Amounts provided are credited to the reserves bused upon
exporience, nisk of loss. actuarial estimates and/or specitic
ordens of the PSC.

Revenues and Rates

Effcctive January 1. 1990, the Company changed s
method of accountng for unbilled gas revenues to inclade
esumated comnsumption and related revenues for all gas
services delivered to customen but not yot balled at monih-
end. Previowsly, unbilied gas revenues were recogmaed only
for customers alled on @ biemonthly ovele basis for the
month 1w which they were pormally sor billed. This change,
whivh was made in conguncuon with the Company's gas
rate case concluded i January 1990, results in bettor
matcheng of revenies and expenses aid provades vonsstency
with the Company'’s revenue recogrition method for
electric rovenues. The effect of the change on wmeome before
the cummtlative clieet of accounting changes and ¢ar ngs
for commuon stock for the vear ended Decomber 31, 159
Wis not materal

Effective January 1, 1988, the Company recorded an
asset for unbilled eleetrc revenues, for all castomens through
Diecember 31, 1987 and a corresponding bability amaunting
w 8632 million to conform to an order of the PSC an s
December 1987 rute decision. Previously, unbilled electric
revenues were recognized only for customens billed on e
biamonthly eyele basis for the month i which they wee
normally not billed Pussuant to the same ordor, the
Company was allowed to amortize the hability and,
the refore, increase electnic revenues by approximately §1.%
milkion per month. . The Lability was tully amortized at
December 31, 19490

O Janvary 25, 1991, the Company filed a request with
the PSC (o increase its gas tates effeetive December 1, 199]
by 7.7% or 8§35 milbon in additional revenues, This
request reflects the expamsion of the Company's gas
business and pressnts s latest projections of capital
expendhtures and operations and mamtenance expenses. i
addinon. the Company is proposing s weather normalization
clavse, vomsistent with the PSC's approval of weather
adjusement clauses for other New York gas utilities, to
ehmsmate the effect of weather on the revenud level to be
established by the PSC,

Electric rates under the 1989 Settlement are discused
i Note 2

Fuel Cost Adjustments

The Company's electric and gas tanfls inclade fuel cost
adnastment clauses representing the difference between actual
fuel costs and the fuel costs allowed an the Company's
base tanth rates. The Company, o achieve a proper matching
of costs and reventies, defers these adjustments, net of
related meorse tn eftects, o those foture penods 1o
which they wi!! be billed or credited to customens. Pursnant
to the 1989 Sewlement, the Company transderred the
deterred balance of $:1.4 midlion of clectne fuel coses
collected  from  customens i excess of s actual fuel
costs as of Apnl 15, 1989, 16 4 deferred credit account,
The Comgpany w cureently recording clectnie fuel costs
collected from ratepavers i excess of actual toel costs as
a habiliey, wotd the final disposition of such ability s
derermimed by the PSC

FERC had ruled that, subject 1o ity regulations, interstate
plpvhm’ COMPanies Ty pass on to their customers certam
costs which resulted when demand for nataral gas from
terstate gas pipelne companes dechaed due to changang
market conditions. In 1989, the PSC determined that 87 5%
of these costs, known s take-or=pay [TOP) costs, will be
recovered from rarepavers, and, accordingly, the Company
wrote off i 1989 gpproxsimately $3.1 inilbion, net of tax
effeets, which represcuts the estimated nonsrecoverable
portion of TOR gosts

Federal Income Taxes

The Company provides deferred federal income taxes
with respect to cvrtan differences between net mcome
betore ncome taxes and taxable income i certnn instances
when approved by the PSC,L as disclosed 10 Note 8. The
Company defers the bengefit of 60°% of pre<1982 gas and
pre-10%3 glectne and 1000 of all other investment tax
credits, wath respect w regulated properties, when realized
On MY AN Teturms,

For ratemaking purposes, certun accumulated deferred
foderal income taxes are dedocted from rate base and
amortized or otherwise applied & a reduction (increase) in
federal incomme tax expense 1 future years. Accunwlated
deferred mvestment tex credits are amaortized ratably over
the lves of the related properties,

The tay eftects of other differenices between income for
financial statement purposes and for foderal income tax
purposes are accounted for as carrent adjustments in federal
HIEOMG X Provisions,

In December 1987, the FASH assued SFAS Na, 96,
Accounting tor Income Taxes, effective for fiscal yeurs
beginming after December 18, 1985, The FASE subsequently
deferred the effective date of SFAS No., 96 to Bisal years
beginmng after December 13, 1991, SFAS No. 96 will
require, among other matters, recognition of the amoant
of current and deterred taxes payable or retundable at the
date of the financal statements as a result of all events that
have been reeognized e the financial statements and
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NMPC has been notified by the NRC that NMP2 has
been categorized “as requinng cose montoring”. An
mdustry  sporsored  oversight group pedormed 4 e
evaluation of NMP2 and reported deficiencies i several
kev arcas. NMPC has made commitments to address these
findings.

The Company has been nformed by NMPC that, dunng
the first refuching outage at NMP2, NMPC discovered o
potential jroblem with a pipe weld. The NRC has informed
NMPC that the pipe weld must be reinspected. The
Company estmates that s share of the costs of the
remspection and, if necessary, the repair, will not be matersal.
The Company believes that it will be able to recover most
of these costs

Note 5. Capital Stock

Preferred Stock

Preferred stock dividends are cumulative, On September
1, 1989, the Company pad dividends amounting to
approxamately $390 mullion on all senes of preferred stock,
then an arrcars. At December 31, 1990, there were no
preterred  stck  dividends 0 arrears,  Redemption of
vanous series of preferred stock s effected through the
operation of vanous sinking fund provisions. On July 25,
1989, simultancous with the declaration of all preferred
stock dividends i arrears, the Company satisfied sinking
fund requirements totaling approxamately $56 million then
mn arreans on all series of preferred stock by crediting
previously acquired shares of preferred stock held w the
Company's treasary. The aggregate par value of preferred
stock required to be redecmed m cach of the years 199
through 1995 i $13.6 million 1n October 1989, the
Company sold 12 800,000 shares of Preferred Stock, $2.65,
Senes Y, cumulative, par value $25 per share. The Company
wsed the proceeds from the ssuance of the Senes Y Preferred
Stock to call at appheable redemption prices ite high cost
Preferred Stock Senes U VW and X,

Preference Stock

None of the authorized 75000000 shares of
nonparticipating preference stock, par value $1 por share,
which ranks jumor to the preferred stock, are outstanding

Common Stock

Of the 150,000,000 shares of authonzed common stock
at December 31, 1990, 1,905 929 shares were reserved
for sale 1o all emplovees and 155 948 shares were reserved
for conversion of the Senes | Convertible Preferred
Stock at a rate of $17.15 per share. In addition, the
Company had reserved 6,802,247 shares for the Automatic
Mvidend Reinvestment Plan which has been suspended
since  February 1984 Common and preferred  stock
dividend limitations contamed in the MOREAEE securng
the Company's First Mortgage Bonds are not matenal There
are no dividend limitnions contained i the Company's
other debt istruments.

Note 6. Long-Term Debt

Each of the Company's four morggages s a lien on
substantially all of the Company's properties

First Mortgage

All of the bonds sued under the First Maortgage,
mncluding those wsued after June 1, 1975 and pledged wath
the Trustee of the GER Morgage (GER Trustee) as
adkcitional secunty for General and Retunding Bonds (G&R
Bonds), are secured by the hien of the First Mortgage. First
Mortgage Bonds pledged with the G&R Trustee do not
tepresent outstanding indebtedness of the  Company
Amounts of such pledged bonds outstanding were $449
million at December 31, 1990 and 1989, The antal Farest
Maortgage depreciation fund requirerent of $179 mulhon
and sinking fund reguirement of $12 mallion were satisfied
with property additions and retired Fimt Mortgage Bonds,
respectively, in January 1991

G&R Mortgage

The hien of the G&R Mortgage s subordinate to the hen
of the Farst Morggage The annual G&ER Mortgage sinking
tund requirement for 19950, due not later than June 30, 1991,
is estimated at 826 mulhon. The Company expects to satisfy
this requirement with retired GAR Bonds,

Third Mortgage/1989 Term Loan Agreement

The Thrd Moretgage » subordinate to the hiens of
the First Mortgage and the G&R Mortgage. The bank
debt secured by the Third Mortgage was restructured
on June 30, 1989, at which e, the Company entered into
the 1989 Amended and Restated Restracturing Credit
Agreement (1989 Term Loan Agrecmient) pursuant to
which the Company s to pay to s lending banks
approximately  $446 million in - sixteen  substantially
equal consecutive quarterly imstallments commencing on
January 1, 1993 and ending on Octaber 1, 1996, Pursuant
to the 1989 Term Loan Agreement, the Company has the
option to commit to one of three interest rates ncluding:
() Adusted Certificate of Deposit Rate (CD Rate) which
15 a rate based on the certificate of deposit rates of certan
of the lending banks, (b) Base Rate which 1 generally a
rate based on Citibank, N A s prune rate and (¢) BEurodoliar
Rate which s 4 rate based on the London luterbank Offening
Rate (LIBOR). At December 31, 1990, the Conipany
had approximately $446 nullion outstanding under the
1989 Term Loan Agreement at the LIBOR Rate which
was 2.01% per annam
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Long-Term Debt
At Decenbar 31 thowsonds o dolke) 1990 o
First Mortgage Bonds b Dodges Bl
§% Series | Due 199] § 0008 i
4A4% Seres M Diae 1993 40,000 PRI
AN Sens N Dae 1994 25,000 JE 0K
4 85% Series O Due 1995 25,000 28, (KK
S1% Senes P Dae 1996 40,000 AR LY
S5 Seres Q Due 1997 A5, 000 A&, (KK
R20M Senes R Due 1994 35,000 A5, 0KK
Tl Senes 8 Duoe 2000 25,000 I8 0KKI
TH% Senes U Dae 2001 40,000 A0, 00K
TR Senes V Dae 20010 50,000 B, K00
T Senes W Due 20602 80,000 &0, 000
W% Series X Due 2003 80,000 ik
Towl Firt Morggage Boonds 450,000 A0
General and Refunding Bonds
12%% Senes e 1992 - o8 00N
13%% Series dae 1995 225,000 225 (KK
1146% Sertos Due 1996 250,000 RRETY
9.78% Senes Due 1999 67,000 R
P Senes Due 2006 70,000 F00m
BW% Senes Due 2006 50,000 81N
%% Senes Due 2007 W5, 000 A (K
9,200, Series Due 20¥ 75,000 TR NN
114% Series Due 2015 278,000 275,000
Total General ared
- 89{‘_”."!‘.‘?5 Bonds !.097.000 L 1700800
Third
1989 Term Loan Agreement 446,041 446,341
Other Long-Tern Debt
Dehentures
11%5% Series Due 1993 A75,000 ATA i)
11.70% Series Due 1993 175,000 LRIy
10 25% Series Due 1904 400,000 400 (0
11.75% Senes Due 1994 175,000 178,000
HOLR7H% Sortes Dae 1990 AS0,000 A0, 00
11508 Sertes Due 20114 350.000 IR0L0HK)
11.378% Seres Due 2019 350,000 A50), (KK
Total Drebenturs 2,175,000 2175 (k)
Authoriy Finanang Notes (cument raiw)
Pallugon Contral Revenue Bonds
1976 Senes Due 2006 (7 8%) 28,378 2B ATH
1979 Senes Due 2009 (7 8%, 19,100 19,140
1982 Series Dae 2012 (RLa%) 17,200 17,200
1985 Sertes Due 2016 (5.75%) 150,000 150, (KK
Eleetnie Faciliies Revenue Bonds
TORS Series Due 2019 (6.3%) 100,000 100,000
1990 Senes Due 2020 (6 5% 160,000 —
Industrial Development Revenue Bonds
1970 Senes Doe 2006 (7 8%) 2,000 2,000
Yot Authority Pinancing Notes | 416,678 316,678
Tota) Other Long-Term Debt 2,891,678 2.491,475
Total Long-Term Delst 4585016 4567 000
Corrent Matarities 29,000 7,00

Towl Long-Term Detnt
Less Current Maturities

$ 4,556,016 8 4560 16

The agerepate of the Company's long-term debn lue m the nexs fo
years & $29,000 (1991), $10,000 (19921, 7105 5K (7901) 57171 588

(1994) and $365 5435 (1995)

Note 7. Retirerment Benefit Plans

The Company mastams & primary  defined benefit
persion plan (Pronary Plan) whach covers substantially all
cployees, o supplemental plan (Sapplemental Plan) which
covers kev executives and a retirement plan which covers
the Board of Directon (Divector's Plan). All pension costs
are borne by the Company. The Company's tunding policy
i to contribuite annually to the Primary Plan o nanimum
amaunt consistent with the requirements of the Employee
Retrement Income Secunty Act of 1974 (ERISA) plus such
additional amounts, if any, as the Company may deteraune
to he approg mate from time to time. Pension benefits are
determined by crediing the cmployver with an gmouint
detertnined using the base salary for each year the emiployee
o participant 0 the plan, plos an additional amount credited
for cach year the emiployee remans @ participant beyond
the age of 50, Employees are vested in the pension plan
after five yearns of service with the Company

Primary Plan

Phe Primary Plan's funded status and amounts recogmzed
i the Balance Sheet at December 31, 1990 and 1989 were
as fallows

e ¥ YT 1990 19KY
P thingands of dollan)

Actuarial present vidue of henefit
obligation
Vested bimelits $ ARABOS 8 VS 58K
e Nemvested benels L 648 17 R
Accamulated beeebit obli § 300,264 A53 K1
$ 468,050 § 484 150

Plan asséts @t fair value
Actuanal present value of
_prajected benefit obligition

464,797 423,769

Protecied benetit obligation
less than plan assets
Unrecogueed January 1, tiet

§ 328 8 3w

ubhigations 25,922 27 458
Usrecagrized net gain 30,740 156,538)
Net prepuid (acorued) pension vost 1,566) 8§ | 710

Net periodhe pension cost for 1990, 1989 and 1988 for
the Primary Plan included the following components:

r————— e

1990 100 sy

B by b e A ety ot —-—

fn thovsand W l‘ll”uhi

Service cost ~ henelits vamed
dunng “Se peniod

loterest cost on projected
benefit abligation and

$ 12,720 § 10,797 § QR

SOIVICE COM 32,204 MASK 29004
Actual return on plan assets (23,121) (49316} (34,061)
Net amoruzation aindd deferral — (5,449) 22 G55 N.77)

Ert gsﬂ(ﬁu pensIon cost ! Is.‘li £ I5R04 § (13614

A
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Assumptions tsed 10 accounting  for the Primary
Plan were:

Po——

1990 1Ry 19%8
7.25% 7. 8% KM%

Dhiscount rate
Rate of fature compensation

NCreases 6.0% 6.0 6.(M
Long-term rate ol retuen
o asets 7.0% 2.0% _ 7.0%

The Primary Plan assets at fair  aloe pnmanly include
cash, cash equivalents, group annwities, bonds and bsted
Ceuity securnties.

Pursuant to an order wsued by the PSC o 1987, the
Company has deferred a total of $7.3 million a of Decerniber
31,1990, which represents the excess of penston expense
collected from s ratepayers over that determined under
SFAS No. 87, Emplovers’ Accounting for Pensions,

Supplemental Plan

The Supplemental Plan provides, without contnbution
from such employees, supplemental death and retires
ment benefits for otficers and other key executives. The
Supplemental Plan s @ non-quabbed plan under the
Internal Revenue Code. Death benefits are carrently
provided by insurance. Retieement benefits, which are
unfunded, total approximately $561,000, $546,000 and
SO8R 00, and were recognized as an expense in 1990, 1989
and 198K, respoctively,

Board of Directors Plan

The Directer's Plan, adopted in February 1990, provides
benefits to directons who are not officers of the Company
Directorns who have served in that capacity for more than
five years qualify .o participants under the plan. The
retrement benefits under the plan are unfunded and the
expense for 1990 was not materal. This plan » & non-
gualified plan under the Internal Revenue Code,

Postretivernent Benefits Gther Than Pensions

In addition to providing pension benefits, the Company
provides certam heaith care and hife insurance benefits for
retited emiployees. Substanually all of the Company's
employees may become chigible for these benefite if they
reach retirement age while working for the Company . These
and similar benehits for active employees are provided
through insurance comp, mes whose premmams are based
on the beaefits paid dunng the year. The cost of providing
these benefits on a pay-as-yousgo method was $29. 410,000,
$27 155,000 and $23, 298 (0K for 1990, 19%9 and 1988,
respectively, and were recognized as an expense as premiims
were pud. The cost of providing those benefits for
approximately 2,100 retirees, 1s not separable from the cost
of providing benefits for approximately 5,9%%  active
employees for the years 1988 through 1990,

in December 1990, the FASH ssued SFAS No. 106,
Employers’ Accounting for Postretitement Benefiss Other
Than Pensions. SFAS No. 106 establishes accounting
standards for employers' accounting tor such benefits SEFAS
No. 106 will requre the Company to change its method
of accounting for such benefits from a pay-as-you-go bhasis
to an acordal basis by requinng the acerual of the expected
cost of providing postretitement benefits over the penod
the employee service i rendered. T e Company must adopt
SFAS No. 106 by January 1, 1993 and does not expect o
do so prior to that date. The Company has not yet
completed its analysis and theretore cannot determine the
impact on the Company's financial statements of adopting
SEAS No. 106, The Company behieves that the PSC would
permut it to record a regulatory asset for any imcrease
expense resulting from the adopuon of this statement which
wold be recovered through rates at the time these expenses
are funded: this accountng is subject o PSC approval,




Note 8. Federal Income Taxes

e R

The federal income tax amounts icluded in the Statement of Income differ from the amounts which result from
applying the statutory federal income tax rate to net income (loss) before income taxes. The table below sets forth the
reasons for such dfferences. The 1989 difference results peincipally because the tax basis atributable to Shorcham was
less than its recorded basis for financial statement purposes and the FRA and certain other 1989 Settlement items recorded
by the Company pursuant to the 1989 Seedement have no tax basis

{In thowsands of dollars)

Foden) income wx, per Sunwuicit »F

Ihcome — current
Dieterred and other (seg Note 1)
1989 Settlement
Shoreham abandonment
Jamespont recovery

Bokum Resources Corporation

Rate moderation component
Oxther 1989 Settlement items
Shoreham post sertlement costs
Class Settlement
Interest capitahized
Accrued utility revenues
Deferred tax credity
Accelerated tax deprecration
Call premiums
Fuael cost adpstments

Ning Mile Pount 2 deferred revenues

Caprtahzed overheads
TRA 86 benefits
Other items, net

Towal Deferred

Total federal income tax expense crodit)
Income {loss) before cumulanve effect

of accounting changes

1990

Amount

L I RCXT

3,239

101,083
(13,577)
61,475

(534)
(3,220)
727
(424)
33,342
(3.111)
4,879
2’287
2,059
(8,552)

179,643
153,251

319,637

Income Moss) Before Cumulatuve Effect of

Accountin

Statutory federal income tax (credit)

Additions {reductions) i federal
ncame tax resulting from
1989 Settlement

Shoreham abandonment
Jamesport recovery

Bokum Resources Corporation

Rate maderation component
Other 1989 Setdement items
Allowance for funds used during
construction

Lign date property taxes

Tax credits

Excess of book depreciation over
tax depreciation

TRA 86 benefits

Interest capitahzed

Other items, net

Total Federal Income Tax Expense (Credit)

Changes and Income Taxes

$ 502,918
$ 170,992

4,035

(2,573)
(8,757)
1,537

11,987
2,059
6,031

(2,030)

§ 183,281

% of
Pre-tax
Income

34.0./.

24

0.4

1.2
(0.4)

36 4%

§
S

| URG

Amount

14,612

(N17 467)
(104,160)
{38,977
44 597
{37 500y
6,656
(63,240
(3,752)
(2,802

(581
36242
12,452
4,451
4,151

B
1,283

~ (7.64%)

(1,052,023)
(1O37 411

(95.803)

(1,133,214)
(385,293)

(691,242)
20,101

(34,015)

(7,360
(19,821

31,527
20,134
13,50

10,842
1,283
3,251

(252)

$ (1.037 411)

% of
Pre-tax
Income

“‘ trhy

610
(1.8)
Ju
0.7

)

2.8)
(1.%)
(1.2)

(1.0
{th1)
(0.3

0

Y ' .gl.v'lr

§ 410,337

UK
% of
Pre-tax
Amount Income

18,395

185
8,131
(13,611}
47 926

(221)
1,44%
{(4,151)
55 506
1.659
(3. 41K)
93452

LELRAT

JOR 490

£ 13U515 L N
(54, ¥U) {(13.4)
(2.67 (.6)
4154 10
10,014 2.4
1,654 ()4
R UGG 21
fl.()l;" .5

$ 111847 37 A%
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Ashestos: The Company s a co=detendant with manu-
facturens, distnibutors, gontracton and other autibities in
penonal ijury and wrongful death actions brought by
approxumately 800 planufh in New York County Supreme
Court and in the United States Distnet Court tor the Eastern
Distnict of New York alleging exposute since the 1930k to
asbestos in butldings. The damages demanded in cach of
these complaints range up to 855 mulbon, including punitive
damages, aganst all defendants. To date, the cases of 91
plantifhs have proceeded to pre<trial discovery of which 23
cases have been disposed of. The Compary has been disnuss«
ed 1n 24 of these cases and has seetled one case for a de
minimis amount. Discovery 1 continung with respect to
the remaimng claims.

Environmental Matters: The Company has been named
by the United States Environmental Protection Agency
#s a potentially responsible party for the disposal of
certain wastes at three different sites. While the outcome of
these matters ts not certain, based upon the Company's
past expenence in similar matters and the respective
financial conditon of the other parties involved, the
Company does not believe these matters will have 3 matenal
impact on its financial condition,

Contract Sut: The Company » also nve'ved in
litigation against Suffolk County in which bath parties are
secking damages for the other's alleged breach of contract
concerning the preparation of an offsite etnergency response
plan for Shoreham. lu is proposed counterclaims, Suffolk
County secks damages in the amount of $146 mlhon
for alleged fraud in the inducement, breach of contract
by the Company, torbous conduct and fraudulentiy
procured utility rates, as well as $700 mullion i alleged
punitive damages. The Company has moved the court
to mmpose sanctions on Suffalk County relatng to these
claims on the bass that the allegations are trivolous and
ignore agnificant precedent, inchuding the NRC's approval
of the Company's evacuagon plan for Shoreham and vanous
Second Circvit Court of Appeal's decisions in related
htgation berween the parties. o addiwon, the Campany
has argued that there is no basis for punitive damages in this
case. The Company iracuds to vigorously prosecute ats
clums aganst Suffolk County and to defend against
Suffolk County's counterclams

Commitments

The Company has entered into substantial commput-
ments for fossd fuel, gas supply and purchased posver.
The costs of fuel, gas supply and purchased power are
normally recovered trom ratepayens through provisions
in the Company’s rate schedules. The Company has
aso entered o a contract with New York Power
Authonty to pay for 4 new interconnection between
Westchester and Nasau Counties. The Company wall seek
to recover the costs of the interconnection, estimated at
approximately $34 million, from its ratepayen.

Nuclear Plant Insurance

The Company has property damage msurance and thard-
party bodily injury and property habihty insurance for its
18% share in Nine Mile Point 2 and for Shoreham. The
premmums tor this coverage are not matenal, The pabicies
for this coverage provide for retroactive premium assessinents
under ceftain circumstances. Maximum retroactive premium
assessments could be as much as approximately $6 million,
For property damage at each nuclear generating site, the
NRC requires a mimitnum of $1.06 bilbon of coverage, The
NRC has goven the Company o partial exemption trom these
requirements for Shoreham,

Under cerain circumstances, the Company may be
asessed additional amounts in the event of a nuclear inaident.
Under agreements establshed pursuant to the Price
Andenon Act, the Company could be asessed up to
approximately 874 milhon per nuclear incident in any one
vear at anv nuclear unit, but not i excess of approximately
$12 million i payments per year for cach adent. The
Prce Anderson Act also limuts iability for thirdeparty bodily
injury and thud-party property damage ansng out of a
nuclear occurrence at cach unit to §7.4 billion

L




Note 10, Segments of Business

The ¢ ompany s a pnl\'ln utility Ops !.lhll;,' COMpany engage d mn th yrlu'l.lhui; distribution and sale ol
clectric enetgy and the purchase, dstnbution and sale of natural gas to residential and commeraal customess in Nassau
and Suffolk Counties and the Rockawiy Pernnsala in Queens County, all on Long Island, New York. ldentifable assets
by segment inglude net utthey plant, financial resource asset, mate rais and sUPPUCs (EXC 'UJIH;', common), accrued revenues
gas in storage, fuel and deferred charges (excluding common). Assets utiized tor overall Company operations consist of
other property and investments, cash, temporary cash investments, special deposits, accounts re eivable, prepayments and

other current assets, unamortized debt expenise and other deferred harges

I thesasands o dallar

For vear ended December 31 1990 104 | URX

Operating revenues:

Electris $ 2,085,605 § 1 UKA IORN $ 1786933
(ras 361,242 od 320 A0 901
['otal § 2,446,847 $ 2347014 $ 2137834
Operating expenses: ol vome i
Electri $ 1,141,050 $ 2,115,994 $ 1,139,335
Cras 322,515 125,617 297 450
[ otal $ 1.46),568 $ 2441 611 $ 1 43,785
Operating income (loss): i moome
Electr § 944,555 $ (132.706) £ 647598
Cras 38,727 8,700 53451
[Notal 9K, 282 43 097 701 (49
AFC., net of FSA revenues (7,56%) ON.267 (150,005)
(ther income and deducoon (20,027) 456,517 10 O449
Interest charges 508,259 484 633 430 66N
Income taxes—=operating 1BO,652 T14 420 RICIRRD
Incame taxes--non operanng 2,629 322, 4991) (KX, 264)
Incame (loss) befare cumulative effeat

of accounting charnges 319,637 (9% RO 29N AU
Cumulative effect of accounting changes

net of taxes) 11,680 1,345,111y
Net income (loss) S  ANLM7 § (U5 ROY) $ (1,046,620
Depreciation, depletion and amortization:
Electri s 99,922 § U]1.7589 s K281
Cias 12,862 11,671 10,785
Lol $§ 112,784 $§ 103,430 $§ 91596
Construction and nuclear fuel expenditures:*

lectni $ 151,425 § 14K 88 $ §21.9M

Gras K1,040 51,662 9,186
T otal § 232465 $ 200,050 $ 561,157
Identifiable assets: (at Decombor
Electr $ 7,643,963 $ 7133, 161 § 7221472
Cras 540,355 451 447 410,115
[otal K, 184 31K 7 584 60K 7.631 587
Assets utihized for overall Company operations 658,366 935,430 (94,750
fotal Assets $ R.B42,684 $ %.520.0138 § X.326,1337
& lischudes non-cash allowasice for other find: wed durmg consemachion and exchades Shoreteun post settlement (ot

sy B o e R TR T



Quarterly Finanaial Intor




1990

Snmmcr, Df()‘\fnlium See Notes o Pimavical Statemonis)

Fotal revenues ((KK)
Total opetatog mcome (loss) ((00)
Betore tederal income taxes
After federal incomic taxes
Income Joss) before camulative ¢ffect
of secountiag changes (0K
Clumlative effect of accounting change for
unbilled gas revenues (net of taxes) (€K
Cumulagve effect of accounting change for

§ 2,446 847

§ ORI N2
§  RO2,630

§ 319,637

. 11,680

| XY

$ 337614 B

s 03 T s
§ 620423 8

&

s U5 804 Y

(R0 1,

1ORT | %6
Table 1
$ 2072077 $1977.121

§ 670324 8 640021
§ IR2oM AR7.077

o

20888 0§ 316675

N

dhsallowed coss (net of taxes) ((KK) S § (1.345.: 10 i
Earniig (loss) for commaon stock (00 B 203,186 8§ (175035) ${)1. 121128 § 192312  § 2)6.R%64
Average common shares outstanding (060 111,29 111,215 1H1A77 111,129 111,085
Earnings (Joss) per common share before

cumulative effect of accounting changes $ 226 S 1579 8 202 - § 17§ 213
Earnings (loss) ver common share $ 236 1.57) 8 1008, 8 g 4 e 213
Common stoek divids aas declared per share b 1.2% § 50 .
Book value per common shire at year end § IKS7 8 1743 § 961§ 971 % 279
Comumon shar¢ownens at vear ¢nd K2,903 KA. (42 03,267 106,117 117,962
Ratio of earnings to fixed charges 1.9% " ] 95 202 217
Ratio of eamings to combined fixed charges

andd prefered stock dividends 1.64 ‘ 1.58 1. 56 1 68
Rati-y of carnimgs o fixed charges

fexcludmg AFC and RMC) 1.39 * | 6 |60 .53
Ratio of earmings to combined fixed charges

and ph‘l'\'";‘d stovk dividends

(excluding AFC and RMC) 1.158 . 1,30 .24 118
Pray farma carnimgs —— with accounting changes

tor unbilled gas revenues and disalloswed

project costs apphed retroactively

Earnmings {loss) tor common stock ((060) § 2147 '$ (173251 8 123712 8§ 7414 8 A.864
Earnings (los) per commeon share $ 226 % {.56) § 0 A | 160§ 28
et m————— S e T A S S L St Ve
®The Compiany had v eenongs 19 cover faed charges
Oporations and Maintenance Expense Details 1o doand o dilie Table 2
Fotal pavroll and employee benefits $ A7RB31 0§ 9242 0§  33335Y% 8§ 315114 § 283407
Less <= Charged to construcnion and other 97,650 117,761 | 24, 94) 115,015 102,987
Pavroll and Emplovee Benetis Charged

to Operations 2R 1K1 231 4R RARIR 1TV 194 700 | 80 440
Fugls = elednic operations 444 458 461,876 410,174 422997 311,872
Fuels - = gas operations 175,877 188,139 172,431 174,610 205,616
Purchased power costs 168,749 128, A6x RY_ 465 03,186 134 347
Fuel cost adjustments deterred (2,085) {5,631) A AU (5, 104) 14,180
Fotal Fuel and Purchased Powe, 786,999 172,452 674,429 6HR5 (84 666,015
All other 194,628 195 K25 154,527 142,201 142514
.L::d Opcratons and Mantenance Expense $ 1,262,808 § 1 199758 8§ 1032325 S 1027689 § ORK OG0
Emplovees at December 31 6,630 6,239 6,281 6,37K 62140




Electric Operating Income n townd o dllar

Revenues

Residential

Commercial and industrial
Orther

Svstem revenue
Sales to other utihities

Total Revenues

Expenses

Operations —— fuel and purchased power

Operations other

Mamtenance

Deprecution

Base financial component amortization

Regulatory hatnlity component
dmartzation

Rate moderanon component

Regulatory hability component

Jamesport amortization

Operating taxes

Federal income tax = current

Federal income tax - deferred and other

Total Expenses

tlectric E:E"““! Income

Gas Operating Income o thowamds o dollar

Revenues
Residennal < space heating®
- other
Non- sidential, firm — space heating®

- othet

Total firm sales revenue
Interruptible sales

Total system sales revenue
Sales to other utilities

l'otal sales revenue
Oxher revenug

Total Revenues

Expenses

Operations — fuel

Operations = other

Maintenance

Diepreciation, depletion and amortization
Operating taxes

Federal income tax -~ current

Federal income tax - deferred and other

Towal Expenses

Gas Operating income

1994 1984 1OXN 1ax7 986
Table 3
$ 997868 § UIS644 8 KIAANE  § RONOS2  § T44R9K
1,017,387 981,740 KX3 267 K49.620 R 387
46,210 43,024 43,930 56,394 51.447
2,061,465 1,940 408 1,762,781 1,706,972 ] .00%), 722
24,140 PR 24,152 [ 1,880 11.057
2,085,605 1,983 28K 1,786,933 1,718,861 1,611,789
611,122 5R4.313 501,998 511,079 460,399
271,608 237,931 195,283 187,573 173,702
118,545 115,502 06,59 N8,411 91,611
99,922 91,759 R2.K14 63 R40 61,194
100,971 §0),485 )
(86,101) (43,038) -
(267,214) (131167
—_— 793.5492
e 104, 166 . .
322,197 312456 262,644 350,047 230,508
3,138 14.612 18,3494 3 (IR 24,'52
169,274 (7 38,500 1) 166,557 208,954 218,256
1.313 462 1,392,105 1,324,286 1,374,614 1,260,122
$ 772,143 8 591K} § 462647  § 44842 8 351,667
T er—-— o c—r—e Emamans o ———— S MA———E # Pt ——-
Tatle 4
$ 19B754 § 2006192 8§ 201312 § 19433 8 279W
30,854 31692 31,803 32877 35,393
68,441 72,281 68,114 63,247 65380
26,501 28,674 IN7K 25 443 31473
324,580 341,909 329 %17 318,890 343,183
30,515 19,226 18821 24,150 22132
155,045 361,135 345,125 343,040 365,315
—-— - 4,970
355,045 361,135 34K,128 R0 0 365,315
6,197 319 2,773 5. 206 17
361,242 34 A26 350,901 383216 365,332
175,877 I 8%, 139 172,431 14610 205,616
6%, 910 59 387 53415 53,140 46,6007
16,746 14,286 12,599 12 836 11,034
12,862 11,671 10,755 10,065 8,945
48,20 51,935 48,220 50,112 47 484
500 : - 19,482 16,895
7,740 9,468 15,160 (4811) (6,659)
330,755 335,086 112,610 315,54 329922
$ 30487 § 29240 § AR201 § 37762 § 35410

M the heacay chassifiations, the wevensies shoun cover all gas wsed indhuding worthearing use

43



12940 | R | URS 1UR7 1R
Electric Sales and Customers Table 5
Sales milbons of KWh
Residential 7.022 064 6,979 6005 6251
Commercal and industnal K 359 LR TY K 566 N OO .71
Other 472 a0 104 410 420
Svstem sales 15,853 16,169 [t i) | 5 .00 14 393
\‘ll\'\ o \\{'l\f atthities "‘2 ({RR) R RA LY J44
Fotal Sales 16,385 16,802 16,473 15,285 14,637
Customers monthly averags
Hesidential KO5.204 LRI 188 KX U2 R72.419 861,001
Commercial and industrial 101,562 LB 3 R 450 s 871 U3, 228
(thers 4,504 4 452 43¢ 4 AR89 4§ 362
Customers total monthly average 1,001,360 995339  URS B4R 972679 U560
Customers total at yvear end 1,001,441 Q96 48K YURY (W] STO93R  V6) 197
Residential
KW h Per Customer 7.“44 7,932 7005 Y bl
Revenue per kWh 14.21¢ Y 1.9 121 V1 O2¢
Commercial and Industrial
kWh per customer K2.304 N5 943 K7 NS N3 487 KL732
evenue per KWh 12.17¢ 1137 IR 10L62¢ 10,45
System total revenue per KWh sold 13.01¢ 12 08K 10,974 1. 35¢ B e
Cras Sales and Custoners Table 6
Sales thowsands of deh
Residential space e .I(ll)y. 29 810 122024 11.276 AT R AT R R
othet 344X V449 §,.584 1,952 } 629
Non=residential space heatng* 11,271 11,548 11,054 10,055 9,711
other 4,352 453 4,580 4 AR 4533
Fotal tirm sales 48 K81 51.602 S0, 499 17 635 46 311
Lterruptible sales 6,347 y WK U7X 6,456 8 807
| otal svstem sales 55,228 56,902 55 877 54,04 51,818
Sales to other utihities - 2218
| A‘ZJI \.llk" 55.228 565 '“\" S5 877 5, MY :\"K‘.‘\
Customers monthly average
Residential space heating® 211,400 Mg Ox2 1OR Y44 192 850 I RGG2S
othar 176,00 415 181,92 X4 411 | 86 60K
Non=residential space heating® 29.07. 27.733 25979 24 23« 22814
other 11,310 11,5817 11,725 11,778 1 1. 889
F'otal firm customens 427,782 420,647 418,579 412973 407 628
Interruptible customens 410 359 125 hiid 289
Customers — total monthly averag 425,192 424,006 418 904 413,274 4017 917
Customers total at vear end 430,571 426,060 421,429 415,629 410,064
Degree days — billed 4,344 4,987 5,074 4,802 4,795
Residential
dth per customer KA K 2.4 1.5 mE K& O
Revenue per deh s 6,90 § 678 8 t69 § 6,84 7.89
Non-residential, firm
dth per customer AR6.9 409 4 414.6 011 414.0
Revenue per deh $ 508 § 628 8 615 8 635 § 7.0
System total revenue per firm dth sold $ 6,64 § 663 8 652 % 6H0Y 7.41

e the hearing classthoations, the sales shown cover all gas used induding nonheating wse
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Slectric Operations

Energy fl

-

19940

I abile

131.981

} ORY

(1,1'7)
15 K517

532

16, 385

Peak Demand \

-

'6Hil)

\.686

Hystem Capability

Fuel Consumed for Electric Operations

16.801
6. 477

Cras | “\rru(la'l:\

Ene 44

Maximum Day Sendout

System Capabilify

507,344

Calendar Diegree Davs




‘4’

1990 1ORY 1 98N 1OR7 | UNG

Construction Expenditures® (1n thowand: of dolln) Table 9
Electric
Production $ 36400 S SUNRD 8 419028 4 453544 £ 603916
T ransnission 23,418 9,022 13,379 23, 66K 6, 45)
Iistribution K2,975 66,679 64,633 2 H) 5847
General (6,503) (4.677) 1,58K 6,470 4,168
Electric Total 136,290 130,504 408 648 515891 H65 179
Gas Total 78,766 49 847 37 518 34,270 ¥1,U7%
common Total 12,671 11,007 0352 17,795 543
Total Construction Expenditures $§ 227,727 § 191,758 8§ S45R51B 8§ 564795 0§ 702791
Nuclear Fuel $ 4,738 8% 8,292 £ 15,639 $ 13,219 S 100,355
* I bades wom-cash allowiance for other hoids weed dunng constminon and vxcdides Shoreham post settlemnt cost
Baiance She ., thowsands of dollars Table 10
Assets
Utility plant $ 4,150,822 S 39341 8 8,017,080 R 0274103 8 K 706 837
Less =+ Accumulated depreciat w

deplevon and amortizatic 1,262,743 1. 158,25 1471923 ORO (64 9162406
Total Net Uriliey Phant 2,888,070 2781 (a7 6,945,124 8.224.037 7.7%1.611
Regulatory asset 3,887,372 3,088 344
Oxther property and anestments 6,381 6,080 09 271 68,763 68,383
Current assets 726,060 GUR2.032 571,93 66,579 702 825
Meferr ATRLS!
a2 Slon component 411,443 HR 97
Shor settlement costs 225,818 75,044
St ar fuel 92,069 07.92%
Ac. grred mcome taxes 359,768 202,298 525,024 127.06x) 6H5.7949
Oche 245,693 204 217 214,979 227 M7 230,537
Total ~harges 1,334,791 762 455 740,068 154, 30K 296,33
Towl As S B.B42.684 S N S20038 $ 8326337  $9.23.x7 § X H3K, 155
Capitaliz don and Liabilities
Capitahizanon:
Long<term debt $ 4,556,016 S4560016  $3 449821 $3.724601  § 3ROHT796
Unamorti~d premium and (discount) on debt (23,125) (I8.587) 25001 (26.646) (28,281}
Proterred stock = redemption required 527,550 541,187 513924 520,788 527 465
Preferred stock — no redemption required 154,674 155,592 221,050 211051 221,05
Treasury stock, at cost - 38,430 (40 881) (25,
Retamed camings restricted for preferred stock

dividend requirements — 41008 JOA 288 | N
Common stock and premiem 1,549,505 15474971 1:567,29) ' 550,928 .55
Capital stock expense (42.676) 42.916) (36.151) (56, 144) (561 I8
Retaned camings 560,405 436,650 679,579 1 811,919 1,600,268
Total Capitalization 7,282,349 7,169 953 6,623,083 7,966,104 7.797.996
Current Liabilities 449 830 170, KBS 583017 339572 771723
Deferred Crodis
1989 Setlemenr credis 182,720 191,933
Class Sectlement 167,569 164, 040)
Accumulated deferred income taxe 634,704 430,933 963,975 921,397 692,758
Othet 117,172 K1.443 144 015 %3217 75,195
Fotal Deterred Credits 1,102,165 K6k 349 b, 07,9090 L4614 767 953
Reserves tor Claime, Ddamages, Pensions

and Benehits 8,340 10,851 12,247 125404 15.033
Total Capiahization and Luabilities S B.B42.684 $ X.520,0038 §%.326.33 £ 9323068 § BB, 155




4 Common and Preferred Stock Prices

The Common Stock of the Company i traded on the New York Stock Exchange and the Pacific Stock | schange. Th
Preferred Stack $100 par value, Senes B, B L) K and S and the Preforred Stock $25 par vidun, Senes O, P, 1 and
of the Company are, and Senes U, V, W ana X were, traded on the New York Stock Exchange. The table below indicates
the high and low prices on the New York Stock Exchange hsting of composite transactions for the years 1989 and 1990

HE— g S —

Table 1)

198RY 1950
Quarter Quarter
e Kt Second Third  Fourth  Fist. Second Third — Fourth
Common Stock High 15 1 7% 19 200 2044 9% 21% 21%
Low 12% 147 164 17% 18% 1 7% 1 7% 17%
T i L A R o e A
Preterred Stock
Senes B 5,004 High 6 i 744 1'% S04 49% () Jus
MRS QRN SRR . NGRS L] e TG S, 49 46 A8 47%
Senes B 4.38%  ihigh RY 584 64 44 a4 2% WM A4
2 T ORI R At UM, | . _ARSTNNNRY, . ST . RO, . | Sy, | 42 40t 4l 41%
Senes | A% High 106 125 1 34 7%% 11% 16 112 11K 115
i ow 100 107 06 s 1104 109 114 (R
Senes | 812% I hgh 97% 106 1124 N2 K2 79 Rl TR %
S — L BO% O6%W 7P 76V 77 & 75 77
Senes K 8 M High 100 109 118" 84 RS 79% 83 81
- _low CBA%  9T% 6% 7 7% T TM 7
Senes (182,47 Hugh KA M Mib% 5% 244 247 25% 2844
1 R A R CONCTRR, 2. 2% 3 238 a3 23% 2% 24% 23
Senes P §2.43 Fligh 3 A3 35 28%4 25% 24 25 24
Low 5% 29 2% 22 234 22 21% 23)
Series 8 U8R High 122 131 142 96 R 96\ P9 a7
S A Y  Low 16 123 9245 a4 Q3% 92 93 Ui
Series T $3.31 High K1 40 424 2% 26% 0% 6% 27
Low 32 IR 25% 25% 5% 25% 25% 25%
Senes U 8425 High 43% 6% 48 Y4 2
fpaptigiell o Low 36 4845 0% 2% - -
Senes V §3.50 High 40'% 42% 444 WA
Low 33 A% 26 s — -
Senes WE152 High 42% 445 4674 2944
‘ Low 35 "4 L % 29
Senes X $3.0! High 40 2% H 2TH
A Low 3% 9% 26 a6
Series Y 82,65 High 2\ 2% 26 26% 26'%
Low - 23 4% 2% 24Y% 24
R 7 A A LA D L P A L W . SAV Y W S -

The Preferred Stock $100 par value, Senes 1) 4.25% i traded 10 the over-thescounter market and no price data s available
The Preterred Stock $100 par value, Senes F, H, Y M and R Preferred Stock are held privately
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