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Boston Edison Company (“the Company”) 15 an investor-owned regulated
public utility engaged in the energy and energy services business, which
includes the generation, purchase, transmission, distribution and sale of
electric energy and the development and implementation of demand-side
management programs. It was incorporated in 1886 under the laws of The
Commonwealth of Massachusetts. Its principal executive offices are located at
800 Boy'ston Street, Boston, Massachusetts 02199, and 1ts main telephone
number is (617) 424-2000.

Atem ) (b): FINANCIAL INFORMATION ABQUT INOUSTRY SEGMENTS

The Conpang operates solely in the electric utility business. 1In 1989
the Commonwealth of Massachusetts Department of Public Utilities (the “DPU")

granted interim approval for the formation of Marbor Electric Energy Company

("HEEC"), & wholly owned regulated subsidiary of the Company. The subsidiary
commenced supplying transmission service to the Missachusetts Water Resource

Autaorivy in 1990.

item ) (2 NARRATIVE DESCRIPTION OF BUSINESS
tem 1 (o) (1) (12 PRINCIPAL PRODUCTS AND SERVICES

The Company supplies electricity at retal) to an area of approximately
590 square miles within 30 miles of Boston, Massachusetts, encompassing the
City of Boston and 39 surrounding cities and towns. The population of the
territory served with electricity at retal] 1s approximately 1,500,000, At
December 31, 1990, the Company served approximately 640,000 customers. The
Company also supplies electricity at wholesale for resale to other utilities
and municipal electric departments. For information relating to the principal
classes of services from which the Company derives 1ts electric revenues, see
selected consolidated sales statistics contained on page 37 of the Annual

Report to Shareholders for the year ended December 31, 1990, incorporated
herein by reference.

Item 1 (22 (1) (31): EXPECTED PLANT EXPENDITURES AND RE' ..tD FINANCING

For certain information concerning the Company's expected plant
expenditures and relateJ financing, see Management's Discussion and Analysis
contained on Pages 17 throggh 18 of the Annual Report to Shareholders for the
year ended December 31, 1990, incorporated herein by reference.
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associated with the previously discussed DPU Sett)ement A?reemont. See also
“Rate Proceedings, Pilgrim Nuclear Power Station, and Outlook for Future"
hereunder.

L}nuiﬂi*x.nnﬂ.’n:*1nn_£An%xAl_R¥nuinnm:n11;_£1nnnnlnn- The Company's estimate
of working capital needs for calendar years 1991 and 1992 15 expected to be

consistent with historical levels, except for the additiona) impact of the
$77,000,000 of expected future cash outlays in 19911992 as part of the
settlement agreements (of which approximately $54,000,000 are classified as a
current 11ability on the Company's balance sheet). Approxtaatol{ $68,000,000
of similar payments were made to the sett)ing parties in 1990. The Company
meets working capital requirements, as well as the interim fincnc1n? hecessary
for 1ts current program of plant expenditures, primarily by internally
generated funds, supplemented by the 1ssuance of short-term commercial paper
and bank borrovings. The Company currently has short-term borrowing authority
from the FERC of $350,000,000, which the Company deems adequate to cover
workln? capital and other 1iguidity requirements (1ncluding the $77,000,000 of
remaining future cash outlays as discussed above). As of December 3), 1990,
the Company had $153,530, of short-term debt outstanding (which excludes
$56,800,000 of long-term debt due within one year and $21,000,000 of
short-term debt i1ssued by the Company's wholly-owned subsidiary). The Company
has avaliable a three year $330,000,000 rovolv1n$ credit facility which
expires in February, 1993, The Company s reducing this revolving credit
faciiity to $200,000,000 as of April 1, 1991, As of December 31, 1990, the
Company had not applied to the DPU for regulatory approval to incur long-term
debt under this cgro'uont. nor had the Company incurred any short-term debt
thereunder. The Company 1s urrang1nr some committed bank 1ines for April 199)
and also has arrangements with certain banks to provide additional short-term
credit on an uncommitted and as available basis.

In June 1990, the Company issued $100,000,000 of 9 7/8% Debentures due
2020; in December, 1990 the Company issued another $10(,000,000 of & 7/8%
Debentures due 1995. In December, 1990 Marbor Electric Energy Company
("MEEC"), a wholly-owned subsidiary of the company, borrowed the proceeds of
$21,000,000 of short-term Sewage Facility Revenue Bonds (“"the Bonds") issued
for the benefit of HEEC by the Industrial Development Financing Authority of
the City of Boston, Massachusetts. The net proceeds of the Bonds were used by
HEEC to reimburse the Company for advances extended to pay the costs of
acquiring, equipping and installing certain electric transmission facilities
owned and operated by WEEC.

In 1990, the Company redeemed hoth the remaining $6,110,000 of Serfes V
Bonds (12 5/8%) and $10,029,000 of Series T bonds (12 1/41). The Company's
1990 year-end capitalization ratios were 55% long-term debt, 1% preferred/
preference stock and 341 common equity as compared to 1989 year-end
capitalization ratios of 52% long-term debt, 12% preferred/preference stock
and 36% common equity as compared to 1988 year-end levels of 50%, 12% and 38%,
respectively. The change from the 1988 year-end levels is primarily the
result of the net increase in long-term debt securities. 1In September 1990,
the Company filed for an additional 2,000,000 shares of common stock with the
Securities and Exchcn?e Commission to be fssued in accordance with the
Company's Dividend Reinvestment and Common Stock Purchase Plan. The Company
does not expect to be able to satisfy net earning requirements necessary to
fssue additional shares of cumulative preferred stock before the second
quarter of 1991, In addition, without approval of the holders of the
Company's common stock, the aggregate liquidation value of all outstanding
shares of preference stock cannot exceed $100,000,000; following the issuance
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of 500,000 shares of Stated Rate Auction Preference Stock in 1988, the Company
may not Yssue additional shares of preference stock having a liquidation value
in excess of approximately $10,000,000 without obtaining such approval.

Rate Proceedings, Pilgrim Nuclear Power Station, and Outlook for Futyre

On October 31, 1969, the Commonwealth of Massachusetts Departiment of
Public Utilities (the "DPU") approved a Settlement Agreement effective
November 1, 1983, (the "DPU Settlement Agreement"), relating to certain DPU
proceedings involving the Company. On November 5, 1990, the Federal Energy
Regulatory Commission (the "FERC") approved the purchased power contract
settlement agreements (the "Wholesale Settlement Agreements”) relating to
claims filed by certain wholesale customers of the Company in conjunction with
the 1986-1988 outage at Pilgrim Nuclear Power Station ("Pilgrim Station"). As
a result of the DPU Settlement Agreement and the Wholesale Settlement
Agraements, the Company recorded in the fourth quarter of 1989 a before-tax
charge of $178,650,000, with an after-tax effect of approximately $106,260,000
or $2.78 per share of common stock, This charge was included 'n the 1989
year-end Statement of Income as a component of “"Other Income (Loss)"
consistent with accounting practice and presentation applicable to the
electric ut111tg industry. The components associated with this 1989
non-recurring charge to earnings are not recoverable thr ‘gh rates from elther
the Company's retall or wholesale customers.

The non-recurring charge to earnings associated with all of the
Settlement Agreements, totaling approximately $178,650,000 before taxes,
included approximately $80,000,000 for demand-side magagomcnt programs,
$31,000,000 for certain replacement power costs, $36,000,000 for 11tigation,
regulatory commission and other expenses and the write off of the remaining
$31,000,000 of previousiy deferred incremental nuclear outage costs incurred
prior to 1989. Prior to the October 1989 Settlement Agreements, previously
deferred incremental nuclear outage costs were being amortized to expense (as
part of normal operating experses) over a five year period consistent with
previous retal) rate orders from the DPU and wholesale contract provisions,

The Company made cash outlavs relating to all Settlement Agreements of
approximately $8,000,000 in 1989 and approximately $68,070,000 for the year
ended December 31, 1990. As of December 31, 1990, the Company anticipates
making future cash outlays of approximately $77,000,000 as part of these
approved settlement agreements (of which approximately $54,000,000 are
classified as a current 11ability on the Company's balance sheet).

In connection with the DPU Settlement Agreement, the Company has agreed
to 1imit 1ts retai] revenue increases prior to November 1, 1992 to
approximately 2% per year, subject to adjustment based on Pilgrim Station's
performance. Accordingly, the Compan{'s ability to maintain or increase
oarnin?s through October 31, 1992, will depend primarily on i*s ability to
control costs and increase kilowatthour sales, as well as the efficient
operation of Pilgrim Station. ODuring the performance period November 1, 198%
through October 31, 1990 the Company received approximately $20,000,000 in
accordance with the retall revenue increase previously discussed, adjusted for



Pilgrim Station performance; during that period, Piigrim Station operated at a
capacity factor of spproximately 68% which was within the neutra) zone of
performance per the DPU Settlement Agreement. Effective November 1, 1990
annual retall revenues increased an additional $22,500,000, subject to
adjustment based upon Pilgrim Station's performance. In addition, 1f the
Company would not otherwise achieve retal) rates of return of 11.5% in 199)
and 12.0% tn 1992, the Company may make certain accounting adjustments (but
only to the extent that such adjustments do not result in the Company's
exceeding such retall rates of return): 1) by reducing deferred income tax
expense b{ up to $13,000,000 {n 1991 and up to $23,000,000 in 1992 and (1) by
accelerat ng the amortization period of certain municipal property tax
abatements totaling approximately $37,000,000 from six to three years., During
the period November 1, 1992 through October 31, 2000, the Company has a?road
to institute a new cost recovery mechanism, which 15 also tied to Pilgrim
Station's performance, for a portion of the Company's investment and costs
related to Pilgrim Station. For further discussion of ro?ulatory and other
matters concerning Pilgrim Station, please refer to Item 1(e) “Additiona)
Information", subheading “Nuclear" hereunder.

A large portion of the Company's kWh sales are in the commercial sector as
compared to the industrial sector. The New England area 1s currently
experiencing a sluggish economy. Consequently, the Company does not
anticipate significant growth in retall kWh sales. Future revenues commencing
in February and July, 1991 will include annua) rate increases of $6,800,000
and $2,800,000, respectively from certain wholesale customers; such increases
are sub*oct to refund pending the outcome of a wholesale rate hearing at

FERC. The Company may also experience reduced future growth in base revenues
as a result of implementation of demand-side management programs; see
“ODemand-Side Management Program Expenditures” preceding.

ltem 1 (02 1) (111); SOURCES AND AVAILABLLITY QF FUEL SUPPLY

The Company's generation units, other than Pilgrim Station, are o) or
of1 and natural gas-fired. Fossil fue) related expenses (excluding net
purchased power) accounted for approximately 21%, 24% and 19% of the Company's
total electric operating expenses in each of the years ended December 31,
1990, 1989, and 1988, respectively, The Company's generation (excluding net
purchased power) by type of fuel since 1986 and the cost of fuels during that
period are set forth below:

Percentage of Company Average Cost in Cents per Million
Generation by Source (%) 4lguLLJuLJ_IuLnlﬁ.!llli_ill.

1990 1969 1988 1887 1986 1990 1989 1988 1967 1986

52 || P 33.6 53.7 89.8 76.3 8).9 275.72 267.08 228.53 ¢78.8 239.4
Nuclear.. 33.1 14.6 -- - 10.4 59.06 56.79 - -- 102.5
Nat. Gas. 33.3 31.7 10.2 23.7 7.7 235.15 234.26 212.83 231,V 2277




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

Qil. The aa?ority of the Company's residua) ol purchases involve
imported of) acquired primarily from international suppliers. The Company has
contracts with major of1 companies which can supply most of the Company's
estimated requirements, assuming no major disruptions in the of) producing
ro?ions of the world., Within contract provisions, the Company retains the
ability to purchase significant amounts of of! or natural gas in the spot
market when 1t 15 economical to do so.

l,qull_ﬁli- The Company has the ability to burn natural gas, o1, or
both simultaneously (depending upon the amount of natural gas available and
the difference in price between natural gas and residual ofl) at the New
Boston generation units and the Mystic Unit #7 gsnorntion unit. Natural gas
s supplied to the units on an “interruptible” basis; such a contract permits
interruptions in deliveries by the supplier when natural gas pipeline capacity
\s needed to refll) storage facilities or serve other year-round customers.
Deliveries of natural gas to the Company's generation units from suppliers may
2150 be dependent on the availability of pipeline capacity to the New England
region and/or on competitive forces prevailing in the pipeline industry.

Euzﬁhlitg_znllx See Item 2 “Property and Power Supply" for information
relative to the uvniflb\lity to the Colpcn{ of purchased energy from other
utilities and/or the New England Power Pool (“NEPOOL"). Such sources supp!ied
16.3%, 21.8%, and 39.3% of the Company's total system kWh output in each of
the years ended December 31, 1990, 1989 and 1988, respectively. See also Item
2 "Property and Power Supply" hereunder for further information on potential
transmission 1ine access Yssues facing the New England region in the near
future, and Company planned future purchases of power from cogenerators and/or
independent power producers.

. The cycle of production and utilization of nuclear fuel
consists of (1) the mining and mi11ing of urantium ore; (2) the conversion of
uranium concentrate to uranfum hexafluoride; (3) the enrichment of the uranium
hexafluoride; (4) the fabrication of nuclear fuel assemblies: (5) the
utilization of the nuclear fuel in the generation station reactor; and (6) the
storage and reprocessing or disposa)l of spent nuclear fue) assemblies.

The Company's contractual entitlements for supplies of uranium
concentrates are at the present time sufficient to permit operation of Pilgrim
Station through 1968. The cOapan{ has &1s0 entered into contracts for other
segments of the nuclear fuel supply cycle which wil) satisfy the requirements
of Pilgrim Station with respect to such segments through the approximate dates
as follows: conversion - 199); enrichment - 2001; fabrication - 2004.

For information relating to the Company's spent nuclear fuel storage
facilities and disposal of spent nuciear fuel and the impact on the Company of
the Nuclear Waste Policy Act of 1982, see Item 1 (¢) (1) (x11) “"Environmental
Matters" hereunder,



Ltem 1 €QQ (1) (iv);  FRANCHISES

The Company by virtue of 1ts charter, which 15 unlimited in time, has the
right to engage in the business of producing and selling electricity, steam
and other forms of onor?{. has powers incidenta) thereto and 1s entitled to
all the rights and privileges of and subject to the duties Ymposed upon
electric companies under the Genera! Laws of Massachusetts. The locations in
public ways for the Company's electric transmission and distribution 1ines are
obtained from municipal and other Commonwealth authorities which in granting
such locations act as agents of the Commonwealth. The action of such
authorities 1s in some cases subject to appeal to the DPU. These locations
are unlimited in time, but the rights obtained therefor are not vested and are
subgcct to the action of such authorities and the legislature. See also Item
1He) (1) (x) “Competitive Conditions” hereunder,

Iem ) (0 (1) Cv): SEASONAL NATURE OF BUSINESS

The number of kilowatthours of electricity sold by the Company in its
territory has historically been less in the spring and fall than during winter
and suinmer as sales vary somewhat with weather conditions. The Company's
electric revenues and operating income are also dependent on a variety of
other facters, which are not necessarily seasonal, 1ncludin? contract sales of
system and unit power to other electric companies, changes in the Company's
rates and charges, the extent and nature of transactions involving NEPOOL, and
general economic conditions. The Company has been directed by the DPU to bil)
& "summer surcharge" rate to retall customers during the billing months of
July through October, which 1s usually when the Company has experienced 1ts
annual peak load. Accordingly, a significant portion of annual earnings
occurs in the Company's third quarter. In addition, the DPU has directed that
large commercial and industrial customers be billed throughout the year
pursuant to mandatory time-of-use rates. Approximately 150 commercial and
industrial customers are transferred to time-of-use rates each year (an
estimated 1,800 customers are on time-of-use rates as of the end of 1990).

See Item 2 "Property and Power Supply" for information relative to the
Company's 1990-1991 winter and 1990 summer peak loads. For further
information on quarterly results, see Selected Consolidated Financial
Statistics Sugplonnntary Financial Information, (Unaudited), 1990 and 1989,
Quarterly Consolidated Financial Data contained on page 38 of the Annual
Report to Shareholders for the year ended December 31, 1990, incorporated
herein by reference.

Ltem 1 (0 (1) (vi): WORKING CAPITAL PRACTICES

The Company has no special practices with respect to working capital that
would be considered unusual for the electric utility 1ndustr{. or
information relating to the operation of the Company's retail fue! and
purchased power adjustment clause, see Note A.3 of Notes to Consolidated
Financial Statements contained on page 27 of the Annual Report to Shareholders
for the year ended December 31, 1990, incorporated herein by reference.

1tem ) €0 (1) (viid: CUSTOMERS

No material part of the business of the Company 1s dependent upon a
s'ngle customer.




Ltem 1 €0 (1) (viti): BACKLOG - Not Applicable
Ltem 1 €02 (1) 1k GOVERNMENT CONTRACTS

No material portion of the Company's business 1s subject to renegotiation
or termination of contracts at the election of the U.S. Government.
Item 1 (00 €12 (x2: COMPEYITIVE CONDITIONS

The Company, 11ke other Massachusetts electric companies, Vs protected to
the following extent against other utilities offering service to retall
customers in any of the municipalities conpris!ng the Company's service area:
first, another electric utility may not extend 1ts service area to include
municipalities other than those named in Yts agreement of association or
charter without the authorization of the DPU granted after notice and public
hoar1n?; second, ancther conpang may not obtain an initial location for fts
1ines 1n a municipality served by the Company without the approval of the
municipal authorities, subject to the right of appeal to the DPU; and third, a
municipality mag not engage in the electric utility business without complying
with statutes which require (a) in the case of a ¢ity, & two-thirds vote of
1ts city council (or a vote of a majority of the commissioners 1f the city
government consists of a commission) passed in each of two consecutive
municipal years and thereafter ratified b{ & majority of the voters at an
annual or specific city election and (b) in the case of a town, a two-thirgs
vote at each of two town meetings held at intervals of not less than two nor
more than thirteen months., Such statutes also require the municipality, 1f
the Company elects to sell, to purchase so much of the Company's property
within the 1imits of such municipality as the parties determine by agreement
or, 1f the parties fall to agree, so much of such property as the DPU
determines and at prices fixed by the DPU.

In 1987, the Town of Bellingham, MA petitioned the DPU to permit the
transfer of electric service currently provided b‘ the Company to another
electric utility. Revenues from Bellingham n 1989 represented less than 1%
of annual total Company revenues. The Bellingham service situation 1s unusual
in that two utilities currently serve different segments of the town. A
public hearing was held by the DPU in August 1987. Except for certain
correspondence in 1988 between local and Commonwealth officials and the DPU,
the Company 15 not aware of any further action by the DP) to date.

In connection with the generation of electricity and the sale of
electricity Tor resale, the any competes with other electric utilities,
non-utility power plant developers, and Qualifying Cogeneration and Smal)
Power Production Facilities ("QF's") as defined in the Public Utility
Regulatory Policies Act of 1978 ("PURPA*), as amended . PURPA requires the
Company to purchase electric energy offered for sale by QF's at a price equal
to the Company's avoided cost. Amounts of electric energy currently purchased
by the Company from QF 's and the amount of kWh sales permanently lost to
former customers, including certain hospitals, now utilizing their own
generation facilities are not material to the financial statements which are
part of the Annual Report to Shareholders for the year ended December 31,
1950, incorporated herein by reference. See also Item 2 (a) “Property and
Puwer Supply" and (c) “Independent Power Producers/Cogenerators" hereunder.



,

The Company also competes with natural gas and other energy service
companies for market share of new construction in the Company's service
territory as it relates to the providing of energy primarily for heating and
cooling purposes.

Iem ) (02 (1) (x1): RESEARCH ACTIVITIES

The Company actively participates in several industry-sponsored research
activities; however, such amounts incurred for research and development
activities were not material to the financial statements which are part of the
Annual Report to Shareholders for the year ended December 31, 1990, and are
incorporated herein by reference.

Atem 1 (e 1) (x310; ENVIRONMENTAL MATTERS

The Company, 11ke other electric utilities, 1s subject to local zoning
and similar controls and to geveloping standar¢: aoministered by federal,
state and local authorities with respect to siting of facilities and air
quality, water quality, waste disposal and other environmenta)
considerations., Such standards and controls may require modification of
oxist1n¥ facilities or curtaliment or cessation of operations at such
faciiities, may delay construction of new facilities and increase capital and
operating costs by substantial amounts, and may in some cases result in the
agministrative imposition of monetary civil penalties. The Company believes
that 1ts operating faciiities are in substantial compliance with presently
applicabie statutory and regulatory requirements relating to such matters.

The Company estimates that 1ts capital expenditures for environmental
purposes during the five years 1986 through 1990 totaled approu$n¢toli
$75,000,000, and such capital expenditures for the period 1991 through 1994
are presently expected to be approximately $154,000,000, 1ncluding
approximately $35,000,000 for the year 1991 and $34,000,000 for 1992,
Substantial additional expenditures may be required as a result of changes in
environmental requirements, or any decision to construct new faci)ities.

The Company 1s sub?oct to regulation by the Massachusetts Energy
Faciiities Siting Councl) (“the EFSC"), which must approve the Company's
long-range forecasts with respect to the electric power needs and requirements
of the Company's service area. Such forecasts are required to be filed with
the EFSC every five years with supplements required in intervening years. To
approve a long-range forecast or supplement, the EFSC must find, among other
things, that plans for certain new generation or transmission facilities are
consistent with Massachusetts policies regarding health, environmenta)
protection, and resource use and development. nstruction of such generation
and transmission facilities 1s proh‘bited unless such facilities are approved
by the EFSC as consistent witi the most recently approved long-range forecast
or supplement. The Company's most recent ftlin? with the EFSC of 1ts
long-range forecast and resource plan was made in May, 1990. As a part of
such 1) ng the Company seeks approval of the Edgar Energy Park Project. for
further information concerning this project and the procuodin?s before the
EFSC and other regulatory agencies, see Item 3 “Planned Faciiities" hereunder.
The Company 1s subject te regulation by the United States Environmenta)
Protection Agency ("EPA") and the Massachusetts Department of Environmenta)
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treatment systems at the Company's Mystic and New Boston Stations which were
formerly operated pursuant to ‘nterim status regulations under RCRA and MHWMA
are now being closed in accordance with those laws and have been replaced by
facilities that do not require 15cons1ng under such laws. In addition, the
Company has applied for licenses under RCRA and MHWMA for the treatment and
storage of mixed wastes at Pilgrim Station. Such treatment and storage has
currently received interim status approvae! under those laws and regulations,

Under the requirements of CERCLA, SARA and MOHMRPRA and applicable
regulations adopted thereunder, the Company and others are exposed to
potential joint and severa! 11ability with respect to the clean-up of sites
where hazardous wastes may have been spilled or disposeo of in the past. The
Company has had claims asserted against 1t related to clean-up costs at
approximately & dozen such sites in Massachusetts and other states. Such
sites include Company-owned facilities which have been the location of spills
or leakage and which the Company 1s in the process of cleaning up in the
ordinary course of business. Other such sites include disposal sites with |
numerous parties and involving complex 1itigation or negotiations among the |
parties and with regulatory authorities concerning the scope and cost of
¢lean-up and the sharing of costs among the potentially responsible parties
At several of the larger of such sites the estimated total clean-up costs for
the site 15 1n the range of $50 to $100 million depending upon the remedy ‘
ultimately selected; however in each such case the Company 1s but one of many |
parties, the Company's alleged percentage share of waste contributed to the |
site 15 in the range of 1% or less and the Company s an active participant |
with other parties in negotiations with regulatory authorities. While the |
Compon{ is unable at this time to predict the uitimate total clean-up costs
for all of such sites or what 1ts share of costs will be for each such site,
on the basis of the information presently avallable regarding each site, the
Company believes 1t {5 remote that 1t would incur any material 1iability in
connection with such sites.

The Compan¥ presently disposes of low-level radiocactive waste (“LLW")
generated at Pilgrim Station through arrangements for decontamination and
disposa)l with 1icensed brokers and for disposal with licensed disposal
facilities located in Barnwell, South Carolina and Richland, Washington.
Pursuant to the Federa) Low-Leve! Radioactive Waste Policy Act of 1980, as
amended by the Low-Leve) Radioactive Waste Policy Amendments Act of 1985, the
Compcng's continued access to such disposal facilfties may not be available
after December 31, 1992. In the interim, such access 1s restricted in volume
and s conditioned upon the payment of surchcr?os as well as upon the meeting
b{ the Commonwealth of certain milestones involving the establishment of
alternative disposal facilities accessible to Massachusetts waste generators.
Legislation has been enacted in Massachusetts establishing a regulatory scheme
for managing the Commonwealth's LLW including the possible siting, licensing
and construction of such a facility within the Commonwealth., The States of
South Carolina and Washington have recently expressed dissatisfaction with the
Commonwealth's progress towards establishment of alternative disposal
facilities and have indicated the possibility that access to out of state
disposal sites may be denied at an earlier date than 1992. Pending the
construction of a disposal facility within the Commonwealth or the adoption by
the Commonwea)th of some other LLW management scheme, the Company continues to
monitor the situation and 1s investigating options, including options
involving on-site storage, which are available to it.
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The Company presently has spent nuclear fuel storage capacity at Pilgrim
Station sufficient to store spent nuclear fuel generated through the year
1995, Pursuant to the Federal Nuclear Waste Policy Act of 1982 (“NWPA"), and
through & contract entered into with the United States Department of [nergy
("DOE") in accordance with that Act, DOE will be responsible for the ultimate
disposal of spent nuclear fuel generated ot Pilgrim Station. In accordance
with this contract, the Company paid approximately $40,583,000 in June 1985 to
DOE for disposal of nuclear fuel depleted through April 7, 1983 and 1s paying
DOE on & quarterly basis for the cost of nuclear fue) depleted since that
date. The Company 1s recovering these costs through 1ts fuel and purchased
power adjustment clauses. Under the contract, DOE 1s to take delivery of
spent nuclear fuel beginning in 1998. In order to fulfil) its obligations,
DOE 15 presently engaged in an effort to construct a repository for such spent
nuclear fuel and other high level radioactive waste at Yucca Mountain, Nevada:
however, such effort has encountered substantial public and political
opposition and 1itigation and DOE has publicly stated that 1t may be unable to
construct such a repository by 1998, In addition, DOE has been authorized to
construct, following 1icensing by the NRC, a monitored retrievable storage
faci1ity which would provide storage and packaging of spent nuclear fuel and
high level radioactive waste prior to shipment to a gormanent repository;
however, no site has been identified for such a facility. The Company 1s
unable to predict whether and on what schedule DOE wil) eventually construct
such & repository or monitored retrievable storage facility and what wil) be
the effect upon the Company 1f a delay should occur. The Company 1s
investigating all options which may be available to it, including the
expansion of existing spent nuclear fuel storage capacity at Pilgrim Station.

Iem 1 €0 (1) (x311): NUMBER OF PERSONS EMPLOYED

The Company had 4,738 full-time employees as of the end of 1990, 3,078 of
‘he employees are represented by two locals of the Utility Workers Union of
America, AFL-CIO. The current four year labor contract in effect with the
locals 15 scheduled to expire in May 1994,

0. LION ABQUT FOREIGN AND DOMESTIC OPERATIONS AND
il

See Item 1 (¢) (1) (1) “Principa) Products and Services" for information
relative to the geographical area served by the Company.

Item ] Ce): ADDITIONAL INFORMATION
REGULATION
Rates, Accounting and Securities

The Company and its wholly owned subsid1ar{ operate primarily under the
Jurisdiction of the DPU, which jurisdiction includes supervision over retail
rates for electricity, accounting, the issuance of bonds, capital stock and
certain other securities, and the investment by the Company in other
entities. The Federal Energy Regulatory Commission (“FERC") has jurisdiction
over various phases of the business of the Company including, among other
things, regulation of the system of accounts, certain fssuances of short-term
debt, rates for power sold at wholesale for resale, and facilities used for
the transmission or sale of such power.
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In 1989, the DPU implemented regulations which require electric utilities
subject to 1ts jurisdiction to obtain pre-approval for both investments in new
generation capacity and for major incrementa) investments in existing
generation capacity. Under these regulations, prior to making such
generation investments the Company must file with the DPU an agreement which
defines the revenve amounts associated with the investments which the Company
will be allowed to recover through rates. The regulations require the Company
to bear the risk of changes in the majority of project costs. Rate-payers
bear the risk of unanticipated demand reductions and fuel price changes.

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

The Company 1s rocovorin? through deprectation an annual provision for
the cost of dtcomm1sslon1n? Pilgrim Station at the end of 1ts useful 1ife,
Funds collected for decommissioning are restricted in their use; such funds
collected in rates are based upon a 1985 estimate ($122,000,000) to
decommission the plant (immediate dismantiement method) as approved by the
DPU. Securities held in the nuclear decommissioning fund are stated at cost,
which approximates market. The Conpun{ will request approval of its mast
recent estimate of decommissioning ($218,000,000) in 1ts next retal) rate case
expected in 1892, The Company also collects a provision for the cost of
decommissioning Piigrim Station from contract customers.

The Company 1§ required each year to submit to the DPU performance
standards applicable to 1ts generating units and to other units from which the
Company purchases power pursuant to long-torn contracts. The Company also
provides quarterly progress reports to the DPU with respect to generation unit
performance. The DPU 1s empowered to conduct & review of such performance and
has the right to reduce subsequent fuel clause billings 1f 1t finds that the
Company has been unreasonable or imprudent in the operation of its generating
units or in the procurement of fuel.

The Company's most recent generation unit performance program covered the
period November 1, 1989 to October 31, 1990. As in prior years, the Company
did not meet all the DPU performance goals. On January 25, 1991, the OPU
fnitiated a ninety day investigation of the performance of the Company's units
and the other units from which the Company purchased power under long-term
contracts during that period. Wnile the Company believes it was prudent in
the operation of its generation units, the ultimate resolution of certain
replacement power costs aiready billed to customers cannot be determined by
the Company. No provision for any amounts (hat may be refundable as a result
of the foregoing has been made in 1990. However, in the opinion of management
such amounts are not expected to be material. Hearings began on Febryary 25,
1991, with an order expected in the spring of 1991,
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Nuclear

The Federa) Nuclear Regulatory Commission ("NRC") has broad and
continuing regulatory Jurisdiction over the siting, construction and operation
of nuclear reactors with respect to public health and safety, environmenta)
matters and antitrust considerations. A permit or license granted by the NRC
may be revoked, suspended or modified by the NRC because of conditions
revealed by the application therefor or any report or inspection which would
warrant the NRC to refuse to grant a license on an original application or for
fallure to construct or operate a facility in accordance with the terms of a
construction permit or license. The Company currently holds an operating
Icense for Pilgrim Station which was fssued in 1972, In January, 1991, the
NRC extended the expiration date of that license from the year 2008 to 2012,
an extension of approximately three and one-half years,

Evolv1n’ NRC rooulator{ requirements, resulting in part from continuing
NRC review of existing regulations and certain operating occurrences at other
nuclear plants throughout the country and the world, have perfodically
resulted in the imposition of additional requirements for al) domestic nuclear
plants, including Pilgrim Station. NRC inspections and investigations may on
occasion result in the issuance of notices of violation of NRC rogulatory
requirements. Such notices of violation may, in accordance with the NRC's
Enforcement Policy, be accompanied by orders directing that certain actions be
taken or by the imposition of monetary civi) penalties. In addition, the
Company might undertake certain actions in regard to Pilgrim Station at the
request or suggestion of its insurers or of the Institute of Nuclear Power
Operations (“INPO"), a voluntary association of nuclear utilities dedicated to
t?e promotion of safety and reliability in the operation of nuclear power
plants,

On August 4, 1987, the Federa) Emergency Nnnugonont A,oncy ("FEMA")
released the results of a review of the adequacy of the offsite emergency
preparedness plan for Pil?rtn Station. FEMA fdentified certain deficiencies
in the then existing offsite emergency response plan and withdrew its previous
interim flnd1ng of adequacy. The Company continues to work with the
Commonwealth of Massachusetts and local officlals and since 1987 has spent
more than $16 million in this effort to improve offsite emergency preparedness
plans, which are the responsibiiity of the Commonwealth. On Junuar{ 30, 1991,
the Commonwealth submitted the Annual vetter of Certification for Pilgrim
Station offsite emergency preparedness program to FEMA pursuant to applicable
FEMA guidance.

On October 12 and 13, 1989, the Conpun{. along with the Commonwealth and
local officials, participated in a full scale emergency preparedness exercise
for Pligrim Station, The exercise was evaluated by the NRC and FEMA, FEMA
subsequently 1ssued a report to the Commonwealth 1dont1f{tn9 two deficiencies
in the Commonwealth's performance durin? the October dril) and directed the
state to schedule and successfully complete a remedial dril] addressing these
deficiencies. The remedial dril) was conducted on May 25, 1990. The
subsequent report concerning the remedial dri)) indicated that there were no
deficiencies, however 1t identified forty-three areas requiring corrective
action (which the Commonwealth and local communities must resolve in future
exercises) as well as nine planning Yssues. The next full participation
biennial exercise 15 tentatively scheduled for August 1961,
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In July 1990, the Inspector General of the NRC fssued a report which was
critical of the NRC's review of the adegquacy of the offsite emergency
preparedness program during the faii of 1988. As a result of the Inspector
General's Report, a Congressiona) hearing was held in Plymouth on October 30,
1990 and a joint NRC/FEMA task force was created for the purpose of conducting
an in-depth review of the adequacy of the offsite emergency preparedness
program. The task force 1s mooting with loca) and state officlials and the
Company to determine whether the NRC should reconsider 1ts current finding
that there 15 reasonable assurance that the offsite program Vs adequate. It
fs not anticipated that the task force will complete these deliberations
before the second quarter of 1991,

While substantial progress has been rocozni:od 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. The NRC and
FEMA are expected to continue to monitor emergency preparedness 1ssues on an
ongoing basis,

In September 1990, the National Institutes of Mealth/National Cancer
Institute released the results of a two-year study ro?ardlnq the incidence of
cancer in the areas surrounding nuclear power plants in the United States.
The study, which included the ares surrounding Pilgrim Station, showed no
1?croasod cancer risk to residents of counties where there are nuclear power
plants,

In October 1990, the Commonwealth of Massachusetts Department of Publi¢
Health released the results of a three-year case control study conducted for
the purpose of investigating adult leukemia incidence rates for certain
communities surrounding Pilgrim Station. The report stated that prior to 1984
there was an increased incidence of adult leukemia among persons living near
Pilgrim Station as compared to those living in an area more remote from
Pilgrim Station. The study recommended increased non1tor1n? of radiation
releases from the plant, stricter air quality requirements in the Commonwealth
and a study of childhood leukemia incidences. The Company strongly disputes
the fsndin?s of the Commonwealth's study. The results are contrary to a large
body of sclentific information collected over the past forty years on the
health effects of radiation. The Company and the Massachusetts Department of
Public Health have jointly proposed a further review of the study in order to
resolve open issues.

Nuclear power continues to be a subeo‘t of political controversy and
public debate which is manifested from time to time in the form of requests
for various kinds of federal, state and local legislative or regulatory
action, throu?h direct voter initiatives or referenda, or through the
institution of 1itigation. The Company cannot predict the extent, cost or
timing of any modifications to Pilgrim Station which might be required in the
future as a result of additional regulatory or other requirements nor can it
determine the effect of such future requirements on the continued operation of
Pilgrim Station,
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The New England reg I\ : G upply situatior
rated significantly d ng 1990 due to » commercial operation of
00k Nucliear Power S ion located Hampshire, and several new
t*"tv generators. Lower peak loads and good unit availability over bot
nal peaks added to NEPOOL's reserve margins The regional supply

is expected to remain good through 1991 into 199¢

£

.

5

As a resu 0 these 1990 additions to New England generating capaci
the dispatching o‘ awm*ar» owned generating facilities by NEPEX may be
affected Khile the >MLa'\ is monitoring the situation closely, 1t currently

does not en'e t any mate" adverse effect upon the calculation of the
revenue increases as perm‘ttea by the DPU Settlement Agreement (to the extent
such increases/decreases are adjusted based upon the performance of Pilgrinm

uclear Power Station
In March 1983, NEPOOL participants signed an agreement with Hydro-Qu

f Canada. The arrangement, which 1s designated Phase I, s designed to

ovide up to three Lillion kilowatthours of electricity (hydro-electric
annually to NEPOOL from Hydro-Quebec (a 690 MW interconnection), and includes
\n eleven year (1986-1997) energy purchase arrangement and energy banking
greement Construction of transmission and conversion facilities requir
ransmit the power under the terms oV this
nd power deliveries to NEPOOL under Phas
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deliver to NEPOOL previously proje

r

| -4 ¢

§ agreement were completed in 1986,
e I commenced in October 198¢ Due
rovinces, Hydro-Quebet ¢

ected levels of electricit
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In October 1985, an agreement was finalized between NEPOOL and
il

ydro-Quebec to provide an additiona! seven billion kilowaithours of
hydro-electric power annually for ten years The Company will receive
capacity credit through NEPOOL for approximately eleven percent of the
generation equivalent of the total Hydro-Quebec Interconnectior In the fiy
five years, the price of energy will be set based upon 80 percent of the
average New England cost of fossi] fuel in the previous year In the seco
'ive years, the price wi be set ha<ea upon 95 percent of the average New
fossi1 fuel cost in the previous year. This agreement, designated
11, required e ion of existing 690 MK Phase I interconnectior
The Company, along with other New England electric utilities, entered
an agreement to expand the 690 MV Interconnection with the Hydro - Quebe
system of Canada to 2000 mw. the phase 1I facilities began commercia)
‘ation, 14 ‘:J] MW level, on N xembe' I, 1990, with full operatior
he 2000 MW | 1 expected in
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accompanying fi i' | statements All
guarantee,
participants mee'ir certain credit
compensated according! Amounts s0 g

5 yve

their own sha

.
‘s s
n

-

et e

approximatel) 5,000,000 at December




under
damage
L .'re-‘




re ;f"‘("\‘- over a 5\,,).(&'- ‘,evi.’“,\'s' t(-ygkvx!,'(‘v with a claim for treble ded._'r'

further information con other Company !'ega! ang rate
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kd': Notes A.3. and H ¢ otes to Conso'idated Financia
page 27 and ges 30 through 31, respectively of the Annua
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1 Cd

Or ‘f‘:'\:d"v "_\. \\/‘f&‘u the BL"'.C' "1,',‘;,’.""; Authority (“BHA") ‘x}(.;¢ ar
,000,000 in damages for alleged overcharges for electricity and steanm

syant t«¢ a.L. €. 93A On December 15, 1983 the Massachusetts Suprems
1 Ce affirmed an order of the Massachusetts Superior Court

BHA's claim of unconstitutional and unfair electric rate
and remanded the claim for steam overcharges (approximatel

tatement

aCl
gainst the Company in the Massachusetts Superior Court seeking approxima

the Superior Court for completion of the pleadings and trial

1987, the Towns of Concord, MA and Wellesley, MA (the
led a complaint against the Company in the United States
Court for the District of Massachusetts alleging violations of t
al antitrust laws The Company supplies substantially all of t!

ctric power requirements of the Customers The Customers' complaf

geral
otal judgment of $39,300,000 when trebled under antitrust law,
terest On September

r

luded allegations of price discrimination, anticompetitive restric
|

e squeeze. In May 1989, a Jury determined that the Company
| antitrust laws and awarded damages of $13,100,000, whic

.

vy 5
, 1990, the United States Court of

21 C

st Circuit reversed the $39,300,000 judgment against the Con

nuary 22, 1991, the Customers petitioned the United States
writ of certiorari seeking to restore the jury verdict n
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United States Supreme Court denied the Customers' por
tiorari Accordingiy, the United States Supreme Court

cision of the U. 5. Court of Appeals for the First Circu

not violate the federal antitrust laws in its sales

stomers

March 8, 1991, the Company was named in a lawsuit ¢
States District Court for the District of Massachusetts alleging
inatory employment practices under the Age Discrimination in Emp)

967 concerning forty-six employees affected by the Company 1981

in force. Damages being sought have not been quantified in the
The Company and legal counsel are currently analyzing the
ns made in these actions and intend to defend the Company vigor
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There were no matters submitted
th quarter of 199C




EXECUTIVE OFFICERS OF THE REGISTRANT

The names, ages, positions and business experience during the last five years
of all the executive officers of Boston Edison Company and Harbor Electric
Energy Company (the Company's wholly owned subsidiary) as of March 1, 1991 are
listed below. There are no family relationships between any of the officers
of the Company, nor any arrangement or understanding between any Company
officer and another person pursuant to which he/she was elected as an

officer. The expiration of each term of office is the next annual meeting and
when successors are duly elected and qualified.

Business Experience

Name, Age and Position

Bernard W, Reznicek, 54 Elected Chief Executive Officer

President and Chief effective December 1. 1990,

Executive Officer Elected President ard Chief Operating
Officer effective October 1987,
Director since 1987. Was President
and Chief Executive Officer of the
Omaha Public Power District from
1981-1987. President and Director of
Harbor Electric Energy Company since
1989.

Thomas J. May, 43 Elected Executive Vice President

Executive Vice President effective December 1, 1990.

Elected Senior Vice President
effective June 1987. HMas
responsibility for financial,
accounting and information services.
Assumed added responsibilities for
energy planning and business planning
effective February 1989 and resource
and corporate planning, customer
service, marketing and human
resources, effective December 1990.
Had responsibility for customer
service from June 1987 to February
1989. Was Vice President (from
1983-1987) and Treasurer (from 1983
to February 1988). Treasurer and
Director of Harbor Electric Energy
Company since 1989.
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Daley, 4%

President

Business Experience
Juring Past Five Years

Elected Executive Vice President
effective December 1, 1§9
Elected Senior Vice President-Nuclear
effective January 1987 Since
February 1987, has responsibiiity
for all nuclear activities, and sir
December 1, 1990 responsible for all
operations. In 1985-1586 served a
consultant to Westinghouse Electric
Corporation and Advanced Science &
Technology Associates, Inc

&

Elected Senior Vice President ir

1982 Has responsibility for Power
Delivery, effective July 1986, and
Stores and Service since March,

1088. Had responsibility for Power
Production (fossil) from July 1986 t¢
February 1989. Had responsibility
for all Nuclear activities from 198;
to June 198¢

od Senfor Vice President
effective Fehruary 1989 Has
responsibility for power supply
Prior to February 1989, was Vvice
President - Power Production
Elected Vice President in 1982

tlecte

Elected Senior Vice President
effective February 1989 Has
responsibility for marketing,
customer services and corporate
relations Prior to election was
Vice President - Corporate Relation:
since September 1986 On specia
assignment - Member, Executive Review
Group on Nuclear in 1986 Prior tc
1986, was Manager of the Pubiic

Y " r a "
Information Department




Name. Age and Position

John J. Higgins, 58
Senior Vice President

George W. Davis, Jr., §7
Senfor Vice President - Nuclear

John J. Desmond, III, &7
Vice President and General Counsel

Marc S. Alpert, 46
Vice President and Treasurer

Robert J. Weafer. Jr., 44
Vice President, Controller and Chief
Accounting Officer

Theodora S. Convisser, 43
Clerk of the Corporation

Business Experience

Elected Senior Vice President
effective December 1, 1990.

Elected Vice President effective

July 1988. Prior to joining the
Company was Director of Construction
for the Massachusetts Water Resource
Authority in 1988. Prior to that was
Senfor Vice President - Personnel and
Industrial Relations, for the Eastern
Associated Coal Corporation.

Elected Senior Vice President -
Nuclear effective December 1, 1990.
Elected Vice President effective
September 1989. Prior to election
was Commander Naval Surface Force,
Pacific 1985-88.

Elected Vice President and Genera)
Counsel in April 1985. Genera!
Counsel of Harbor Electric Energy
Company.

Elected Treasurer of the Company
effective March 1988, in addition to
his previous position as Vice
President. Head of the Treasury
Organization effective March 1,
1988, MWas Vice President - Rates
from 1983 to 1988.

Elected Vice President

effective February 1, 1991,
Designated Chief Accounting Officer
in April 1988 while holding the
position of Controller. Assumed
responsibility for Purchasing
Department in April 1988.
Controller and Department Head,
Accounting, Budgeting and Control
Department since 1985.

Elected Clerk of the Corporation
effective September 1986, Assistant
General Counsel since 1985. Clerk of
Harbor Electric Energy Company since
1990.
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PART 1V
ltem 14: EXHIBITS, CONSOLIDATED FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM §-K

Annua!
Shareholders
Report form 10-K
Item 14(a): Exhibits and Consolidated Financial Statement Schedules:
Consolidated Statements of Income for each of the Three
Years in the Period Ended December 3', 1990 20
Consolidated Statements of Cash Flows for each
of the Three Years in the Period Ended December 31, 1990 21
Consolidated Balance Sheets as of December 31, 1990 and 198¢ 22
Consolidated Statements of Retained Earnings for each of
the Three Years in the Period Ended December 31, 1890 23
Consolidated Schedules of Capital Stock, as of 23
December 31, 1990 and 1989
Consolidated Schedules of Indebtedness, as of 24
December 31, 1990 and 1889
Notes to Consolidated Schedules of Capital Stock
end Indebtedness 25-26
Notes to Consolidated Financial Statements 27-33
Report of Independent Certified Public Accountants 46
Selected Consolidated Quarterly Financial Data (Unaudited) 35
Selected Consolidated Statistics (Unaudited) 36-38
Schedules for Years Ended December 31, 1990, 1989 and 1988
Vv - Property, Plant and Equipment S-1 to S$-3
VI - Reserves for Dep<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>