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BOSTON EDISON
800 Boylston Street
Boston, Massachusetts 02199

November 15, 1994
BECo 94-123

Director of Nuclear Reactor Regulation
U 8. Nuclear Regulatory Commission
Washington, DC 20555
License DPR-35
Dear Sir: Docket 50-293

In accordance with 10CFR140.21 and the 1975 amendments to the Price Anderson Act
(Public Law 94-197), Boston Edison is submitting the following:

1 Boston Edison Company Annual Report for 1993

2. Boston Edison Company Form 10-Q for the quarter ended September
30, 1994 as filed with the Securities and Exchange Commission.

3 Cash Flow Forecast for the year 1995

4 Narrative Statement of curtailment of capital expenditures.
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Sincerely,

Enclosures

eC

Mr. Darrel A. Nash U. S Nuclear Regulatory Commission
Policy Development and Region |

Financial Evaluation Section 475 Allendale Road

Office of Nuclear Reactor Regulation King of Prussia, PA 19406

U. 8. Nuclear Regulatory Commission
Washington, DC 20555

Mr R. Eaton, Project Manager Senior NRC Resident Inspector
Division of Reactor Projects - I/il Piigrim Nuclear Power Station
Office of Nuclear Reactor Regulation
Mail Stop: 14D1

UJ. § Regulatory Commission

1 White Flint North

11555 Rockville Pike

Rockville, MD 20852 L

i oy 9411230231 941115 MUM{
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ITEM (4) NARRATIVE STATEMENTS OF CURTAILMENT OF CAPITAL
EXPENDITURES:

The Boston Edison Company would be able to curtail $10 million of capital
expenditures within any three month period of the next twelve months if it becomes

necessary to pay retrospective premiums

Doc #O02153



BOSTON EDISON COMPANY

1995 INTERNAL CASH FLOW PROJECTION
FOR PILGRIM UNIT #1 NUCLEAR POWER STATI

(DOLLARS IN THOUSANDS)

Net Income After Taxes
Less Dividends Paid

Retained Earnings

Adjustments.
Depreciation and Amortization
Depreciation Nuclear Outage Costs
Deferred Taxes and |TC
AFUDC

Total Adjustments

Internal Cash Flow

Average Quarterly Cash Flow

Percentage Ownership in All Operating

Nuclear Units

Maximum total Contingency Liability

Doc #00C183

12 Months Ended

9/30/94

$123.898
94,655

29,243
194,151

7,721
14,851

(6.483)
$210,240
$230.483

$29.871

N

Projected Year
1995

$137,000
104,000

33,000
192,000
(9,000)

27,000
(5.000)

$205.000
£$238.000
229,200

Piigrnm Unit #1 74 27%

$10,000



SECURITIES AND EXCHANGE COMMIS: ION
Washington, D.C. 20549

FORM 10-Q

[x] Quarterly report pursuant to Section 13 or 15(d) of che Securities Exchange Act of 1934
For the quarterly period ended September 30, 1994
or
13 Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

For the transition periocd from to

Commission file number 1-2301

BOSTON EDISON COMPANY
{(Exact name of registrant as specified in its charter)

Massachusetts 04-1278810
(State or other jurisdiction of incorporation (I.R.8. Employer Identification No.)

or organization)

800 Boylston Street, Boston, Massachusetts 02199
(Address of principal executive offices) (Zip Codej

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

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

Yes X No

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

Class Outstanding at September 30, 1594
Common Stock, $1 par value 45,421,127 shares







Boston Edison Company

Consolidated Statements of Income
(Unaudited)
(in thousands, except per share amounts)

Operating revenues

Operating expenses:
Fuel
Purchased power
Other operations and maintenance
Depreciation and amortization
Amortization of deferred cost of

cancelled nuclear unit

Demand side management programs

Taxes -~ property and other
Income taxes
Total operating expenses

Operating income

Other income (expense), net
Operating and other income

Interest charges:
Long-term debt
Other

Allowance for borrewed funds
used during construction
Total interest charges

Net income

Preferred dividends provided
Balarce availablie for common stock
Average common shares outstanding

Earnings per share of common stock

Dividends declared per common share

Three Months Ended
September 30,

Nine Months Ended
September 30,

1994 1693 1554 1553
$449,094  $436,024  $1,195,198  $1,136,850
41,919 51,301 125,589 131,163
94,208 81,907 267,819 282,991
109,825 105,841 320, 640 300,238
39,417 35,827 117,842 104, 320
4,948 - 14,844 -
9,405 10,774 27,451 29,116
25,038 22,981 76,370 69,947
27,735 21,074 51,854 31,753
352,495 339,705 1,002,409 549,528
96,599 96,319 192,789 187,322
819 580 _2.41 (577)
57,418 96,899 185,266 186,745
25,560 25,763 77,346 76,727
3,934 2,244 9,182 6,940
(2,258) (1,123) (5,238) (5,218)
21,236 26,6884 81,290 78,449
70,182 70,015 113,976 108,296
3,926 3,962 11,839 11,742
$.66,256 £.66,003 £102,137 $.86,554
42,382 45,003 45,286 44,913
§1.46 $1.47 £2.26 $2.12
£0.440 £0.423 £1.320 $1.273

The accompanying notes are an integral part of these financiaul statements.
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Notes to Consclidated Financial Statements

A)

B)

Basis of Presentation

The accompanying unaudited consclidated financial statements should be read in conjunctinn
with the Boston Edison Company (the Company) 1993 Form 10-K Annual Report and Forms 10-Q
for the periods ended March 31, 1994 and June 30, 1594. In the opinion of the Company,
the accompanying unaudited consclidated financial statements reflect all adjustments
(which are all of a normal recurring nature) necessary to present fairly the financial
position as of September 30, 1994 and the results of operations for the three and nine
months ended September 30, 1994 and 1993 and the cash flows for the nine months ended
September 30, 1994 and 1993. Certain prior year balances have been reclassified to
reflect current classifications.

The results of operations for the three and nine months ended September 30, 1994 are not
indicative of the results which may be expected for the entire year. The Company's kWh

sales and revenues are seasonal in nature, with both being lower in the spring and fall

seasons. In addition, pursuant to retail rate orders of the Massachusetts Department of
Public Utilities (DFU), base retail rates billed to commercial and industrial customers

are higher in the billing months of June through September. Accordingly, a significant

portion of the Company's annual earnings occurs in the third quarter.

Commitments and Contingencies

In March 1951 the Company was named in a lawsuit alleging discriminatory employment
practices under the Age Discrimination in Employment Act of 1967 concerning 46 employees
affected by the Company's 1988 reduction in force. Legal counsel is vigorously defending
this case. Based on the information presently available, the Company does not expect that
this litigation or certain other legal matters in which the Company is currertly invelved
will have a material impact on financial condition. However, an unfavorable decision
ordered against the Company could have a material impact on guarterly earnings.

State regulations revised in 1993 require that properties where releases of hazardous
materials occurred in the past be further cleaned up according to a timetable developed by
the Massachusetts Department of Environmental Protection. The Company continues to
evaluate the potential costs associated with the cleanup of sites where it has been
identified as the owner or operator. There are uncertainties asscciated with these
potential costs due to the complexities of cleanup technology, regulatory reguirements and
the particular characteristics of the different sites. The Company also continues to face
possible liability as a potentially responsible party in the cleanup of certain other
multi-party hazardous waste sites in Massachusetts and other states. At the majority of
these other sites the Company is one of many potentially responsible parties and its
alleged share of the responsibility is a small percentage. The Company does not expect
any of its potential cleanup liabilities to have a material impact on its financial
condition or annual results of operations, although provisions for cleanup costs could
have a material impact on quarterly earnings.

In September 1954 the Company received a favorable decision from the Norfolk Superior
Court regarding its lawsuit against the Massachusetts Metropolitan District Commission
(MDC) . The Company filed suit in 1992 related to an eminent domain taking of certain
Company-owned property in 1989. The Court’s decision is subject to appeal by the MDC., 1If

upheld, the decision would result in an additional award to the Compary of $4.5 million
plus interest.
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Cc) Income Taxes

The annual estimated effective income tax rate for 1994 and the actual effective income
tax rate for 1953 and the reasons for their differences from the statutory federal income
tax rate are explained below:

1984 1983
Statutory tax rate 35.0% 35.0%
State income tax, net of federal income
tax benefit 4.3 4.2
Investment tax credits (2.2) (2.6)
Feversal of deferred taxes -
settlement agreement {5.5) (13.0)
Other (0.1) (0.2)
Effective tax rate 31.5% 23.4%
D) Long-Term Securities

The Company will redeem the last series of first mortgage bonds, Series S, in November
- 1954. As a result, the First Mortgage Bond Indenture that had mortgaged all Company
property since 1940 has been terminated.

Item 2. Management's Discussion and Analysis

Results of Operations - Three Months ended September 30, 19854 vs. Three Months ended September
30, 1993

Earnings per common share for the three months ended September 30, 1994 amounted to $1.46 as
compared tc $1.47 per common share for the three months ended September 30, 1993. The third
guarter results reflect the elimination of certain purchased power expenses due to the Octcber
1993 expiration of a long~term contract, a $29 million annual rate increase effective November
1992 and a 2.4% increase in retail kWh sales. These were offset by lower wholesale and
performance revenues and higher depreciation and amortization, income tax and operations and
maintenance expenses.

The results of operations for the guarter are not indicative of the results which may be
expected for the entire year due to the seasconality of the Company’'s kWh sales and revenues.
See Note A to the consolidated finrncial statements.

Operating revenues

Operating revenues increased 3,0% as follows:

(in thousands)

Retail electric revenues $31,279
Demand side management revenues (2,19%)
Wholesale and other revenues (9,576)
Short-term sales revenues (€,438)

Increase in operating revenues $13,070

Retail electric revenues increased $31 million. The November 1993 retail rate increase resulted
in $12.5 million of the increased revenues and approximately $6 million was due to the 2.4%
increase in retail kWh sales. Performance revenues, which vary annually based on the operating



performance of Pilgrim Nuclear Power Station, decreased $3.4 million as a result of the current
outage at the station which is discussed in the financial condition section. Fuel and purchased
power revenues increased $16.2 million primarily due to the recovery of certain new purchased
power expenses.

The decrease in wholesale and other revenues is primarily due to potential customer contract
issues and the current outage at Pilgrim Station.

Decreased short-term sales revenues are the result of lower nuclear generating availability.
Revenues from short-term sales reduce fuel and purchased power billings to retail customers and
therefore have no effect on earnings.

Operating expenses

Total fuel and purchased power expenses decreased $7 million. Fuel expense decreased due to a
20% decrease in Company generation and lower fossil fuel prices. Purchased power expense
reflects both higher interchange purchases and lower costs associated with a long-term contract
that expired in October 1993. The timing effect of fuel and purchased power cost collecticn
partially offset the decrease in total fuel and purchased power costs.

Other operations and maintenance expense increased primarily due tc a $1.9 million increase in
pension expense and increases in other employee benefit expenses. In accordance with the 1992

settlement agreement the Company records pension expense based upon the estimated funding of the
pension plan for the year.

Depreciation and amortization expense increased primarily due to a higher depreciable plant
balance. In 19%4 the Company resumed amortization of the deferred costs of the cancelled
Pilgrim 2 nuclear unit. In accordance with the 1992 settlement agreement the Company did not
expense any of these costs in 1993.

The Company's effective annual income tax rate for 1994 is currently estimated to be 31.5% vs.
on actual rate of 23.4% for 1993. The higher rate is the result of a $10 million decrease in
aanual adjustments to deferred income taxes in accordance with the 1992 settlement agreement.

Results of Operations - Nine Months ended September 30, 1994 vs. Nine Months ended September 30,
1993

Earnings per common share for the nine months ended September 30, 1994 amounted to $2.26 as
compared to $2.15 per common share for the nine months ended September 30, 1953. The increase
in earnings is primarily the result of the elimination of certain purchased power expenses due
to the expiration of a long-term contract, a $29 million annual rate increase effective November
1993 and a 2.7% increase in retail kWh sales. These were partially offset by higher
depreciation and amortization, operations and maintenance and income tax expenses and lower
wholesale revenues,

The results of operations for the nine months ended September 30, 1994 are not indicative of the
results which may be expected for the entire year due to the seasonality of the Company’s kWh
sales and revenues. See Note A to the consolidated financial statements.



Operating revenues

Operating revenues increased 5.1% as follows:

(in thousands)

Retail electric revenues $60,571
Demand side management revenues 1,877
Wholesale and other revenues (4,551)
Short-term sales revenues 451

Increase in operating revenues $58, 348

Retail electric revenues increased $61 million. The November 1993 retail rate increase resulted
in $22.3 million of the increased revenues and approximately $11 million was due to the 2.7%
increase in retail kWh sales. Fuel and purchased power revenues increased $27.2 million
primarily due tc the recovery of certain new purchased power expenses.

The decrease in wholesale and other revenues is primarily due to potential customer contrast
issues and the cutrent outage at Pilgrim Station.

Operating expenses

Total fuel and purchased power expenses decreased $21 million. The decrease in purchased power
expense is primarily due to lower costs resulting from the expiration of a long-~term contract in
October 19%3. The decrease in fuel expense is primarily due to lower fossil fuel prices.

Other operations and maintenance expense increased primarily due to a $10.1 million increase in
pension expense and increases in other employee benefit expenses.

Depreciation and amortization expense increased primarily due to a higher depreciable plant
balance. 1In 1994 the Company resumed amortization of the deferred costs of the cancelled
Pilgrim 2 nuclear unit. In accordance with the 1992 settlement agreement the Company did not
expense any of these costs in 1993,

The Company's effective annual income tax rate for 1994 is currently estimated to be 31.5% vs.
an actual rate of 23.4% for 1993 as discussed in the results of operations for the third
quarter.

Financial Condition

The Company's 1992 settlement agreement with the DPU provides increased revenues from retail
customers over the three-year period ending October 1995, Additionally, a long-term purchased
power contract with annual charges of approximately $€0 million expired in October 1993 with no
related change in revenues. The settlement agreement also limits the annual rate of return on
equity during the three-year period to 11.75%, excluding any penalties or rewards from
performance incentives.

The most significant impact that performance incentives can have on the Company's financial
results is based on Pilgrim Station's annual capacity factor. Effective November 1993 an annual
capacity factor between 60% and €8% will provide approximately $45 million of revenues through
the performance adjustment charge. For each percentage point increase in capacity factor above
68%, annual revenues will increase by approximately $650,000. For each percentage point
decrease in capacity factor below €0% (to a minimum of 35%), annual revenues will decrease by
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Part 11 - Other Information

Item 5. Other Information

The following additional information is furnished in connection with the Registration Statement
on Form S-3 of the Registrant (File No. 33-57840), filed with the Securities and Exchange
Commission on February 3, 1993.

Price and dividend information per share of common stock:

Price Dividend
High Low Paid
First quarter 1994 $29 7/8 $26 $0.44
Second quarter 1594 29 1/8 25 1/4 0.44
Third quarter 1994 27 5/8 22 3/4 0.44

The last sales price of the Company's common stock on the New York Stock Exchange as reported in
the Wall Street Journal for November 9, 1994 was $22 3/4 per share.

Ratio of earnings to fixed charges and ratio of earnings to fixed charges and preferred stock
dividend requirements:

Twelve months ended September 30, 1994:

Ratio of earnings to fixed charges 2.37X

Ratio of earnings to fixed charges and preferred

stock dividend requirements . 03X

L)

Item ©. Exhibits and Reports on Form B-K

a) Exhibits filed herewith:

Exhibit 12

Computation of ratio of earnings to fixed charges

12.1 - Computatior of ratio of earnings to fixed charges
for the twelve months ended September 30, 1994

12.2 - Computation of ratio of earnings to fixed charges
and preferred stock dividend requirements for the
twelve months ended September 30, 1994

Exhibit 15

Letter re unaudited interim financial information
15.1 - Report of Independent Accountants

Exhibit 27

Financial Data Schedule

27.1 = Schedule UT




Exhibit 99 -~ Additional Exhibits
99.1 -~ Letter of Independent Accountants

Re Form S-3 Registration Statements filed by the

Company on September 14, 1950 (File No. 33-36824),
February 3, 1993 (File No. 33-57840); Form S-8
Registration Statements filed by the Company on

O.tober 10, 1985 (File No. 33-00810), July 28, 1986

(File No, 33-7558), December 31, 1990 (File No. 33-38434),
June 5, 1992 (33-48424 and 33-48425) and March 17, 1983
(33-59662 and 33-59682)
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undarsigned thereunto duly authorized.

Date:

November 10,

1994

Signature

BOSTON EDISON COMPANY
(Registrant)

/s/ Robert J. Weafer, Jr.

Robert J. Weafer, Jr.

Vice President, Controller
and Chief Accounting
Officer
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Net income from continuing operations
Income taxes
Fixed charges

Total

Interest expense
Interest component of rentals

Subtotal
Preferred stock dividend requirements

Total

Boston Edison Company
Computation of Ratio of Earnings to Fixed Charges
and Preferred Stock Dividend Reguirements
Twelve Months Ended September 30, 1994
{(in thousands)

Ratio of earnings to fixed charges and preferred

stock dividend regquirements

14

$123,898

56,388

131,491
£311,777

$117,012
14,478

131,451

_22,456

£123,947

£.03

Exhibit 12.2



Exhibit 15.1

Report of Independent Accountants

To the Stockholders and Directors
of Boston Edison Company

We have reviewed the accompanying consolidated balance sheet of Boston Edison Company (the
Company) and subsidiaries as of September 30, 1994 and the related statements of income and cash
flows for the three and nine-month periods ended September 30, 1994 and 1993, These financial
statements are the responsibility of the Company's management.

We conducted our review in accordance with standards established by the American Institute of
Certified Public Accountants. A review of interim financial information consists principally of
applying analytical procedures to financial data and making inquiries of persons responsible for
financial and accounting matters. It is substantially less in scope than an audit conducted in
accordance with generally accepted auditing standards, the objective of which is the expression
of an opinion regarding the financial statements taken as a whole. Accordingly, we do not
éxpress such an opinion.

Based on our review, we are not aware of any material modificsticns that should be made to the
accompanying financial statements in order for them to be in conformity with generally accepted
accounting principles.

Bosten, Massachusetts COCPERS & LYBRAND L.L.P.
October 27, 1994

15
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Financial Data Schedule UT
{in thousands, except per share amounts)

Exhibit 27.1

This schedule contains summary financial information extracted from the financial statements in

Part 1 and is qualified in its entirety by reference to such financial statements.

Pericd-End

Period-Type

Book value per share

Total net utility plant

Other property and investments
Total current assets

Total deferred charges

Other assets

Total assets

Common stock at $1 par

Capital surplus paid in

Retained earnings

Total common stockholders’ equity
Preferred stock - mandatory
Preferred stock -~ non-mandatory
Long-tezrm debt, net

Short-term notes payable
Long-term notes payable
Commercial paper cbligations
Long-term debt - current portion
Preferred stock - current portion
Capital lease cbligations

Leases - current

Other items - capitalization and
liabilities

Total capitalization and
liabilities

Gross operating revenues

9/30/94

9 months
Per-Book
$2,638,310
337,087
327,670
228,524
3,531,601
45,421
620,304
261,008
926,733
94,000
123,000
1,258,154
64,914

0

97,000
400

2,000

845,400

3,531,601

1,195,198
16



Income tax expense

Other operating expenses

Total operating expenses
Operating income

Other income, net

Income before interest expense
Total interest expense

Net income

Preferred stock dividends

Earnings available for
common stock

Common stock dividends declared
Total interest on bonds

Cash flow - operations

EPS - primary

EPS - diluted

17

51,854
950,555
1,002,409
182,789
2,477
195,266
81,250
113,976

11,838

102,137
59,826
0
259,563
$2.26

$2.26
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Exhibit 99.1

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re: Boston Edison Company
Registration on Form
5-3 and Form S5-8

We are aware that our report dated October 27, 1994 on our review of the interim financial
information of Boston Edison Cempany for the period ended September 30, 1994 and included in
this Form 10-Q is incorporated by reference in the Company's registration statements on Form $-3
(File Nos. 33-36824 and 33-57840) and on Form $-8 (File Nos. 33~-00810, 33-7558, 33-38B434, 33~
48424, 33-48425, 33-59662 and 33-59682). Pursuant to Rule 436(c) under the Securities Act of
1933, this report should not be considered a part of the registration statements prepared or
certified by us within the meaning of Sections 7 and 11 of that Act.

Boston, Massachusetts COOPERS & LYBRAND L.L.P.
Cctober 27, 1994
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Financial Highlights:

Our New Corporate
Identification

About the Company: |




The inset (top) is a model of our new Energy Management Center, scheduled to open in 1994,
This center will incorporate a new interactive computer mapping system (pictured in back-
ground), using remote terminal phone line technology to provide more accurate, on-line

nformation on system ppriormance. The Tacility will give employees the ability to control the

delivery of electricity from our generating stations to our customers’ homes.










Customer Sales, Service and Marketing

Wanda Vasquez
I8 a customer
service
representative
who helps
customers with

billing questions,

service issues,

dnil applications

for new electric
service.

Tom Puddister is
one of a team of
auto mechanics
who maintains
our fleet of
electric cars
and vans.




Y

Our RETAIL CUSTOMER MIX is
stabilized by the commercial
and residential sectors whiich
help minimize effects of
regional economic swings.

Lo

EARNINGS PER SHARE
FROM OPERATIONS
rose 8.6% in 1993.

$250 —

1990 1991 1992 1993







VALUE-ADDED
SERVICES

CADIMAGE is a computer

¢ aphic and database

app «cation technology that
replaces manuai paper maps
and diagrams of the facilities,
lines and stations throughout
our service territory with on
line, computerized files

CADIMAGE's original purpose
was as an internal tool for
improving employee efficiency
through better information. We
are also exploring a
partnership with the Town of
Arlington to investigate how
CADIMAGE may provide
communities with value-added
services. CADIMAGE may have
applications in servicing
municipal needs such as
planning, assessing
engineering, and public safety

Left to right are Arlington Town
Manager, Don Marquis
CADIMAGE Development
Coordinator, Dick Cohane; and
Executive Vice President
George Davis
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Cost Control & Operational Excellence

Al Abramson is a
splicer in our
electric customer
service area who
maintains and
repairs the
underground
cables that
provide power to
our customers.

Ed Foley is a fossil
station mechamic
who provides
maintenance for
all major plant
equipment at our
New Boston

power plant to
ensure its m
reliable, a
efficient
operation.




TOTAL NUMBER OF
EMPLOYEES decreased 3% in
1993 through attrition, in line
with our plans to pare down by
‘about 100 employees annually
Ahrough the year 2000.

6,000

™

gL
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1989 1990 1991 1992 1993

RETURN ON EQUITY in 1993
increased for the second year,
coming in close to 12%.

* Adjusted for one -time write -oft







EST PEAK DAYS

s

MIDNIGHT

FELD-BASED
ENERGY CONSULTING

LOADMAP is a software g
application developed by our

employees to help customers

manage their energy usage and

costs. LOADMAP provides

computerized spreadsheets of

monthly energy, demand, and

efficiency statistics

LOADMAP and other software
programs are offered by our
customer sales representatives
to nearly 200 commercial and
industrial customers as
important field-based energy Ly
consulting tools. For instance ‘
The Gillette Company's South

Boston manufacturing center

uses LOADMAP to help them

analyze their power

consumption and the impact

their production operations

have on energy usage and

costs

Left to right are Major Account
Representative, Tom Horan; Vice
President of Sales and Service
Alison Alden; and The Gillette
Company's Manager of Power
and Utilities, Bill Bushey
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Employee Effectiveness and Iinvolvement

Rosa Menard is a
career
development
specialist who
manages our job
rotation program
for employees.

J/J

Jean Dickson is a
facilitator who
leads employee
teams in re-
designing work
processes and
organizational
structure.




DIVIDENDS PAID PER SHARE
increased on a percentage
basis by more than the
industry average in each of the
last four years.

$2.00

s000 4 —4 ¥ b __¥_
1990 1991 1992 1993 1994
proforma

ANNUAL TOTAL RETURN TO
SHAREHOLDERS has exceeded
industry and market averages
for the past five years.

40%

8.4%

11T

1989 1990 71991 1992 1943







Managing with
Lagg 1 ng LCﬁd lng Information

?3 1 33 e :% : ServiceNet is an integrated

computerized technology

251 e? ’ g ey 0 featuring two-way radio
; ) . ‘ communications that allows for
: a

remote reading, connecting and
480 : disconnecting of meters, and the
‘ ; ability to gather real-time

intelligence on the operation of
our power distribution systems

ServiceNet is one of several new

P o I i w lts technologies we ve incorporated

‘ to help our meter reading em
' B : ployees work efficiently, manage
9? : : iy 255 . 32 with infermation, reduce
» e customer complaints, and lower

98 . $ 126 98 meter reading, billing, and
’ . 13
¢ .

collection costs
128 31 By using another technology
" called ENSCAN, employees can

reatG meters from a van as it
drives down customers’ streets
ENSCAN is particularly helpful
in situations where there are
meter access or employet
safety concerns

Left to right are meter reader
Carol Ciampa; Vice President of
Technology Research and
Development, Dick Hahn, and
meter reader Mike Joyce
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Retail settlement agreements
Eflective November 1992 our state regulators, the Mass

achusetts Department of Pablic Ultilities, approved a three
vear settlement agreement. This agreement provides us with
retail rate increases, allows {or the recovery of demand sidk
wanagement (DSM) conservation pragram ¢ xpvmhlur« n,
specifics cortain accounting adjustments and clarifies the tim
ing and recogmition of cortan expecses, The agrecment also
sets 8 hit on our rate of return on common cguity wf 11.75%
for 1993 thrangh 1995, excluding any penalties or rewards
from pertormance incentives

The retail rate increases consist of a new annual perfor
mance adjustment charge effective Novermnber 1992 and two
additional vate inoreases of 529 million eflective Novernber
1993 and November 1994, The performance adjustment
charge varies anpually based upon the performance of our
i'll;,’l tm Nuclcar Power Station. Thas « h.lrgc s hurther
deseribed in our discussion of financal condition

Our 1993 results of operations were atfected by the
recovery of DSM program v\|n'ndnurr~. accounting adjust
ments and titning and recognition of certain expenses as fur
ther described in the tollowing Results of Operations section

Our state regulators approved a previous threv year set
Hement agreement effective November 1989, That agreement
also pron ided us with retanl rate mcreases and specitied vertain
accounting adjustments. The 1989 agreemoent primarihy

allected our results of operations through 1942

Results of Operations

1993 Versus 1992
Earnings per common share were 8228 in 1993 and 82
1992

10 1
he sncrease in carnings is primarily the vesult of an
anaal rate increase effective November 1992 Josvey put
chiased POWCT EXPense due toa hnll;v ferm contract « \Iul.nlun,
no amaortization of deferved cancelled nudlear unit costs and
Jower mterest « sponse. - These positive ¢ hanges wer Imrln.n“\
offset by higher aperations and maintenance « xpense and

higher meome tax and property tx expenses

Operating revenues

Operating revenues increased 5% over 1992 as follows

i thosang )

Retard electric revenucs 570,847
Diemand side management revenues 313,60
Whaelesale and other rovenues (2. 794
Short term sales revenues (31.144)
Increase in OPETating revenues 870,500

Retail eloctric revenues incrcased $ 708 mitlion, The
Newember 1992 and 1993 yare inervases resulted in $40.6 mil

hion of addditional revenues in 1993 Fuel and parchased o

rovenues morcased $29. 5 million over 1992, p.nl'tl) due 1o
lower revenues recvived from short-term power sales as
l'(\( u\snl b fowm

We began recovery of certain demand side management
program costs, Jost base revenues and mcentives in August
1992, Our 1993 revenues provided $45 9 milhon related o
1991, 1992 and 1993 DSM programs, Our 1992 revenues of
$12 4 million related primarily 10 1991 programs.

T he decrease in wholesale and other revenuoes reflects an
estimated provision tor refunds to customers of Jppruxinn..lrl)
A8 milhon as a result of orders from our state regulators on
our gx’l:rl‘.ﬂlng umt 'u'rhormdnu prugl’.ﬂn

Lower short term power sales revenues were a result of
changes in our pencration availability and the needs of short
term power purchasers, All revenues from short-term sales
serve to reduce fuel and purchased power billings to retail cos

tomers and have no effect on carnings.

Operating expenses
Fuel expense decreased $19.5 million primarily due to a
21 5% decrease in generation, resuiting brom pl.mnn! over
hauls of our fossl plants. Inter hange purchases increased due
to the lower generation, resulung ina $7.5 million net
ingrease in purchased power expense. The net increase also
reflects savings of approximately $10 million from a long term
purchased power contract that expired in October 1993, Both
our tucl and purchased power expenses are substantially fully
recoverable through fuel and purchased power revenues

(Other aperations and mantenance expense ing reased

19 primarily due to increases in employee benefits and

nuclear production experses. Postretiremoent benefits « xpense
increased by 87 mullion primarily as a result of the adoption of
a new accountng standard and pension expense increased by
5 milbon; both are provided for in our 1992 settlement
agreement and further explamed in Note 1o the consolidated
tinancial statements. A retucling outage at Pilgrim Station in
1993 resulted in higher nuclear production expenses

| ‘n‘pr"« ation and amortization Xpense iner ased in
1993 primarily due 1o a higher annual decommissioning charge
tor Pilgrim Station eftective November 1992 provided by the
1992 sertlement agreement. The new charge is based on a
1991 estimate of decommissioning costs as further discussed in
Nate D) to the consohidated financial statements. In addition,
the eHect of lower de preciation rates llnl)|rmrnlnl N accot
danve with the settlement agreement was offset by the effect
ol a higher depreciable plant balance

In accordance with our 1992 settlement AErECInent we didd
not expense any of the 819 million of temaining deferred costs
associated with the cancelled Pilgrim 2 nuclear unit in 1993, We
will expense the remaining costs in 1994 and/ or 1995

Amaortization of deferred nuclear outage costs includes
amounts related 1o the 1993 and 1991 refueling outages at
Pilgrim Station. In 1993 we delerred approximately $14 mil
hon of refucling outage costs. We began 1o amortize these
costs in June 1993 over five vears as approved in the 1992 se

tleraem agreciont






Other income and expense

In 1992 we expensed §8 milhon of costs previously invested in
the proposed Edgar Energy Park gencration project. This pro-
ject was deferred indefinitely as additional generating capacity
is not expected to be needed for several years

Interest charges and preferred and preference dividends
Total mterest charges decreased 4 6% prinarily due to lower
interest rates on our average short term borrowings. AFUDC
decreased 12.7% due 1o a lower AFUDC rate related to lower
short-term interest rates,

Pretorved and prvﬁ'n-m o dividends decreased approxi-
mately 39 million primarily due to the replacement of two pret-
erence stock series with less costhy issues of preferred stock.

Farnings per share

Net income increased 13%, However, carnings per common
share for 1992 increased only 7%, reflecting an inerease in the
weighted average number of comnon shares outstanding pri
marily a result of our 1991 and 1992 common stock issuances.

Financial Condition

Orar 1992 settdermnent agreement provides us with increased

revenues from retail customers over the three-vear period end-
ing October 1995 Additionally, a long-term purchased power

contract with annual charges of approximatcely $60 million
expied in October 1993 with no related change in revenues.

We are limited to an annual rate of retarn on equity during the

throe: vear period of 11.75%, l-xdmling any penalties or
rewards from performance incentives,

Our continued abihity 1o achieve or exceed the 11.75%
rate of return on equity will be primarily dependent upon our
ability to contral costs and to carn performance incentives
from generation performance mechamsms specified i both
the 1989 and 1992 setthement agreements. The most signifi-
cant impact that incentives can have on cur tinancial results is
based on l'ilgl'im Station s annual capacity factor. Effective
November 1993 an annual capacity factor between 60% and
6850 il provide us with approximately $45 million of rey
enues through the performance adjustment charge. For cach
pereentage point increase in capacity tactor above 6826, annual
revenues will inorease by 670,000, For cach percentage
Pt decrease wi capacity factor below 60% (10 a minunum of
33%%) annual revenues will decrease by $770,000. Pilgrim's
capadity factor ko the performance vear vmhng Oitober 1994
s ’qn'('h'(l ter b nn[lrntlnmlrl\ 819, (assuming norimal aper
ating conditions), an mcrease over the 66% 5 capacity factor
achieved in the performance year ended October 1993, as no
refucling owrage is sche duled for 1994, We carned approxi
mately 840 milhion in pertormance charge revenaes in the per-
formance vear ended October 1993

Our lossil generation unit performance can provide an
increase or decrcase of up to 84 million in revonues i cach
pertormance vear, however, we do not expect any revenue
J(lltnllurnh troms this mechanism
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Liquidity

We meet our plam expenditure cash requirements primarily
with internally gencrated funds. These funds (excluding pay
ments made related 1 settlement agreements) provided for
74%, 90" and 9% of our plant expenditures in 1993, 1992
and 1991, respectively. Our current estimate of plant expen-
ditures for 1994 is $233 million, including $20 million of
noglear fuel additions. These expenditures will be used pri-
marily to maintain and improve existing transmission, distribu-
tion and generation facilivies. We also estimate capitalizable
DAM expenditures to be $ 38 million in 1994, which will be
collected from customers over six years. We do not expect
plant expenditures, excluding nuclear tuel and DSM, 10 vary
significantly from the 1994 amount in the four years thereafter.
We have long - term debt and preferred stock pavment require-
ments of 32 million in 1994, $102 .6 million in 1995, and
$103.6 million per year in 1996 through 1998,

Fxternal financings continuc to be necessary to supple-
ment our internally generated funds, primarily the issuance of
short-term commeraial paper and bank borrowings. We cur-
rently have authority from our federal regulators w issue up to
$ 350 mitlion of short-term debt. We have a 8200 million
revolving credit agreement and arrangements with several
banks to provide additional short-torm credit on a committed
as well as on an uncommitted and as available basis, At
December 31, 1993 we had 82041 million of short-term debt
outstanding, none of which was incurred under the rc\'nlﬂng
credit agreement. In 1993 our state regulators approved a
financing plan allowing us 1o issuc up to 81,1 billion in
securities dhrough 1994 and 10 use the proceeds to refinance
long term securities and short term debt. At December 31,
1993 we had $245 million remaining authorized to be issued
under the plan which can be used to issue common stack, pre-
ferred stock and long-term debt, Asa result of our refinanc-
ing activities in 1993 we expect to realize annualized savings of
.lppmximatrly $11.5 million. Refer to Note F o the consoli-
dated financial statements tor specific information relating to
our recent financing activities.

Outlook for the Future

Flectricity sales
A significant portion of our electricity sales is made to com
mercial customers rather than industrigl customers. A< a
result our sales have been only moderately impacted by the
decline in the local Massachusetts cconomay. Our retail sales
increased 1.2% in 1993 and we amticipate only slight growth in
retail sales in the near term,

hoplememtation of DSM programs, which are designed
L0 assist CUStOmers in n'duving ('I('l"l’il‘i‘\ use, will result in
lower growth in clectricity sales, The 1992 sttement agrec-
ment established annual DSM spending levels over $50 million
thie »ugh 1994 The agreement proy ides for collection from
customers of certain costs primarily in the year incurred and
uthers aver a six-vear period. We are also provided sith
incentives and recovery of Jost revenues based on the actual
reduction in custome electricity usage from these programs
and & return on the costs that we recover over six years,

P B " __T =
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aitéd Financial Statements

Note A. Significant Accounting Policies

1. Basis of Consolidation and Accounting
The consolidated financial statements include the activities of our wholly-owned subsidiaries, Harbor Electric Energy Company
and Boston Energy Technology Group. All significant imercompany transactions have been eliminated.

We follow accounting policies prescribed by our federal and state regulators. We are also subject to the accounting and report
ing requircments of the Securities and Exchange Commission. The financial statements comply with generally accepted accounting
principles. Certam prior period amounts on the financial statements were reclassified to conform with current presentation

2. Revenue Recognition
We record revenues for electricity used by our customers, but not vet billed, in order to more closely match revenues with expenses

3. Forecasted Fuel and Purchased Power Rates

The rare charged to retail customers for fuel and purchased power allows for all fuel costs, the capacity portion of some pur hased
power costs and some transmission costs 1o be billed to customers monthly using o forec asted rate. The difference between actual
and estimated costs is included in accounts receivable on our consolidated balance shests until subsequent rates are adjusted. State
regulators have the right to reduce our subsequent fuel rates i they find that we have been unreasonable or imprudent in the opera

tion of our generating units or in purchasing fuel

4. Depreciation and Nuclear Fuel Amortization
Our physical property was (ll"‘!’l‘( iated on a ~lm|gh' line basis in 1993, 1992 and 1991 a1 « omposite rates of ‘\plu‘n\nnalrl) 3.09%;,
3.36% and 3.41% per vear, rrapunwl\. based on estimated useful lives of the various classes of property, The cost of decommis
sioning Pilgrim Station, our nuclear unit, is ex luded from the depreciation rates. When property units are retired, their cost, net
of sah agie value, is ¢ 'mrgrd to accumulated de predation

The cost of nuclear fuel is amortized based on the amount of energy Pilgrim Station pre whuces. Nuclear fuel expense also
includes an amount for the estimated costs of ultimately disposing of the spent suclear fuel and for the decontamination and
decommissioning of the United States enrichment facilities used in the production of nuclear fuel. These costs are recovered from

our customers through fucl charges

5. Allowance for Funds Used During Construction (AFUDC)

AFUDC represents the estimated costs to finance plant ¢ \[N'llth(lll’t'\ In accordance with r gul.m-r\ accounting, AFUDC is
included as a cost of utiliny plant. AFUDC is not an item of current ¢ ash income, but pavment is receive d for these vosts from cus
tomers over the service life of the plant in the form of increased revenues collected as a result of higher depreciation expense. Our
AFUDC rates in 1993, 1992 and 1991 woere 3.62%., 4 48%., and 6. 85%;, respeetive l.“ and represe nted un|) the cost of debt.

6. Cash and Cash Equivalents
Cash and cash equivalents are comprised of }ughl\ lu]unl securities with maturities of three months or less

7. Allowance for Doubtful Accounts
Our accounts receivable are substantially all recoverable. This recovery occurs both from customer pavments and from the portion
of customer charges that provides for the recovery of bad debt expense. Accordingly, we do not maintain a significant allowanc

for doubtful accounts balance

8. Deferred Debits
Deferred debits consist primarily of costs incurred which will be collected from customers through future charges in accordance
with agreements with our state regulators, These costs will be expensed when the corresponding revenues are received in order to

appropriately match revenues and expenses, A portion of these costs is currently being charged to and collected from customers

9. Amortization of Discounts, Premiums and Redemption Premiums on Securities
We expense discoants, premiums, redemption premiums and related expenses asso rated with issuances of securities or refinancing

of existing securitics in equal annual installments over the life of the replacement securities subject to regulatory approval
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Note B. Retail Settiement Agreements

In 1992 and 1989 our state regulators, the Massachusetts Department of Public Utilities, approved three vear settlement agree-
ments relating to our rate case proceedings. These agreements provided for retail rate increases, accounting adjustments and
demand side management program expenditures; clarified the timing and recognition of certain expenses and set limits on our rate
of returs on common equity. Refer to Management’s Discussion and Analysis for further information related to these settlemens
agn‘('mrnh.

Phe settlement agreements did not atfect our contract or wholesale power rates ¢ harged 1o other utilities, which are regulat-
ed by our federal regulators, the bederal Encrgy Regulatory Commission

Note C. Income Taxes

In the first quarter of 1993 we prospectively adopted Statement of Financial Ac counting Standards No. 109, Accounting for
Income Taxes (SFAS 109). This required us to change our methodology of accounting for income taxes from the deferred method
toran asset and lability approach. The deferred method of ac counting was based on the tax effects of timing differences between
ncome for financial reporting purposes and taxable income. The asset and liability approach requires the recognition of deferred
tax hiabilitics and assets tor the future tax elfects of temporary differences between the carrving amounts and the tax basis of assets
and liabilities, In accordance with SFAS 109 we recorded a net regulatory asset of $26.9 million and a corresponding net increase
in acoumulated deferred income taxes as of December 31, 1993, The regulatory asset represents the additional future revenues to
be collected from custamers for deferred income taxes.

Accumulated deferred income taxes on our consolidated halance sheet at December 31, 1993 includes 3587 8 million of
grose deferred income tax liabilities net of $103.0 million of gross delerred income tax assets. We have approximately $19 million
of alternative mininim tax carrylorwards available at December 31, 1993, The major components of accumulated deferred
income taxes are a result of differences between book and tas expenses relating to property, plant and equipment.

Deferred mcome tax expense reflected in our consolidated income statements is incarred when certain income and expenses
are reported on the tax return in different years than reported in the financial statements. Investment tax credits are included in
income over the estimated usetul hives of the related property.

Components of income tay expense are as follows:

{in thousands ) 1993 1992 1991
Excess tax depreciation over book ¢I¢-p;« 1ation S 12,382 s 9.765 $ 10,802
Deterred fuel EXpense (3,042) 2.587 56
Dbt porton of allowance for funds used during constraction 2,114 2,495 7 856
Massachusetts corporate franchise tax 5,089 6,134 7,140
Deterred nuclear outage expense 2,472 (1,558) 7,014
Cost of removal 3,272 6,904 4,277
Rate and contract sertlements QO 10,013 10,196
Municipal property taxes (489) 3,351 1.745
Demand side man agement programs 3,775 2,978 2,256
Cancelled nuclear unn 1] (4,621) (8,998)
Reversal of deferred taxes - settlement agreement, net (19,231) (23,000) (13,000)
Adjustment of prior vear income tax acerual (2,154) 4,134 2,563
Call premiums on refunded bond issucs 5,821 1,029 (28%)
Trust contributions - postretirement benefits 3,451 0 0
Orther (3,057) (3,828) (5,395)
© Subtotd deferred income taxes 10,303 16,383 23,224
Current income tax expense 28,711 (3%3) (1,823)
Investment tax crodits (4,073) (4,273 (4,290
Provision for income taxes 34,941 11,725 1711
Taxes on other income . g Tr
Current 1,205 (2,348) 405
Deferred 0 782 1,252
ot \—\;hl_u;.\Ty - B . 1,205 (1,566) 1,657
~ Total income tax expense o 8 36,046 5 10,159 5 15,768
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The effcctive income tay rates reflected in the consolidated financial statements and the reasans for their differences from the

statutory tederal income tax rate are explained below:

1993 1992 1991

Statutory tax rate 35.0% 3407, 34.0%
State ingome tax, net of federal income tax benetit 4.2 3.9 4.1
Irvestment tax credits (2.6) (3.6) (3.5)
Municipal property tax adjustment (0.6) (1.6) i1.6)
Adjustment of deferved taxes on cancelled nudlear unit - 2.7
Reversal of deferred taxes - settlement agrecment (13.0) (19.6) (11.5)
Federal tax benefit of mandated payments from settlement agreements - (6.2) (3.3)
Other 0.4 (0.9 (1.4)

Flective tax rate 23.4% 8.7% 16.5%

Note D. Estimated Future Costs of Disposing of Spent Nuclear Fuel and Retiring Nuclear Generating Plants

The existing Tue! storage facility at Pilgrim Station includes sufticient room for spent nuclear fuel generated through carly 1995
We have a request for a license amendment pending before the Nuclear Regulatory Commission (NRC) to allow modification of
the storage lacility to provide suflicient room for spent nuclear fue | generated through the end of Pilgrim's operating license in
2012, The NRC is reviewing our request and we expect approval in 1994, At that time we will initially modity the facility to pro
vide spent fucl storage capacity through approximately 2003, 1t is the ultimate responsibility of the United States Department of
Energy (DOE) to permane ml\ dispose of spent nuclear fuel as required by the Nue lear Waste Policy Act of 1982, We currently
pay a fee of $1.00 per net megawatthour sold from Pilgrim Mation generation under a nuclear fuel ‘lupmal contract with the
DOE. The fee is collected trom customers through fuel ¢ harges.

When Pilgrim Station’s operating hicense expires in 2012 we will be required to decommission the plant. During rate pro
cevdings we provided our regulators a 1991 study documenting a cost of $328 million to decommission the plant. The study is
basced on the “preen ticld™ method of decommissioning, which provides for the plant site to be completely restored to its urlunal
state. We are expensing these ~stimated decommissioning costs over Pilgrim’s expected service life. The 1993 expense of approx
imately $13 million is included in depreciation expense on the consolidated income statements. We receive recovery of this
expense from charges to our retail customers and from other atility companies and municipalities who purc hase a contracted
amount of Pilgrim's electric generation. The funds we collect from decommissioning « harges are deposited inan external trust
and are restricted so that they may only be used for decommissioning and related expenses. The net carnings on the trust funds,
which are also restricted, increase the nuclear decommissioning fund balance and nuclear decommissioning reserve, thus reducing
the amount to be collected from custorsers. The 1991 decommissioning study has been partially updated for internal planning
purposes to evaluate the potential financial impact of long-term spent fuel storage options resulting from delavs in DOE spent fuel
removal on the estimated decommissioning cost. The partial update indicates an estimated decommissioning cost of approximately
$400 million in 1991 dollars based upon a revised spent fuel removal schedule and utilization of dry spent fucl storage technology.
We will continue to monitor DOF spent fuel removal schedules and developments in spent fuel storage technology along with
their impact on the decommissioning estimate

We are also an investor in two other domestic nuclear units, Both of these units receive through the rates charged to their
customers an amount to cover the estimated cost to dispose of their spent nuclear fuel and 1o retire the units at the end of their
U\-("ul ll\(‘\

e presently dispose of low level radicactive waste (LLW) gencrated at Pilgrim Station at licensed disposal facilitios in
Rarnwe I! South Carolina. As a result of deve lopments which have occurred pursuant to the Low - Level Radioactive Waste Policy
Amendments Act of 1985, our continued acoess 16 such disposal tacilities has become severely limited and significantly increase d in
cost, We have access to the South Carolina site through July 1994, but do not presently behieve that disposal site access will be pro
vided after that date. Although legislation has been enacted in Massachusetts © \t.ahhth;: a regulatory method for managing the
state's LIW including the possible siting, licensing and construction of a LW disposal facility within the state, it appears unlikely
that such a facility will be constructed in a timely manner. Pending the construction of a disposal facility within the state or the
adoption by the state of some other LEW management methad, we continue to monitor the situation and are investigating other
available options, including the possibility of on-site storage, '

Note E. Cancelled Nuclear Unit

In May 1952 we began 1o expense the cost of our cancelled Pilgrim 2 nuclear unit over approximately eleven and one-half years in
accordance with an order received from state regulators, We did not expense any ol these costs in 1993, Instead, the remaining

balance of approsimately $19 million at December 31, 1993 and 1992 will be expensed in *994 and/or 1995 as approved by our

state regulators in our 1992 settlement agreemem



Note F. Capital Stock and Indebtedness
Capital Stock

(deillars 1o thowsands, except per share amounts) 19493

Common stock equity:

Common stock, par value 81 per share, 100,000,000 shares authorized

45,129,277, 44 763,055 and 42,047 356 shares issuesd and outstanding S 45,129 $
Premium on common stock 612,653
Retained carnings 218,292
Dptie hvesod inphest . oW

Total common stock l‘lllll') S 87(),479 >

December 31,

199> 1991
44,763 by 42 047
602,19 536,567
192 94K 174,477
405 405

§40.312 8§ 753.49

Cumulative preferred stock:
Par value 3100 per share, 2,410,000 shares currently authorized: ssued and outstanding
Non-mandatory redeemable series:

Current Shares Redemption

Series Outstanding Price/ Shar
TR 50, 10000 s103635 % 18,000 s 18000 S 18,000
4. T8 X50,006) S 102 800 25,000 15 000 25,000
7.75% 400,000 40,000 0 0
R, 25% 400,000 40,000 40,000 0
R 88" 0 1] 30,000 H), 000
Jotal non mandatory redecmable series 8§ 123,000 s 123,000 5 83,000
Mandatory redeemable series
Current Shares
Series Outstanding
T07% . 480,000 8 #8000 5 4K000 s 50,000
800", 500000 50,000 50,000 50,000
T Total mandatory redeemable series . 98000 98000 100,000
Less: due within one vear 2,000 0 0
" Total mandatory redecmable series, net TS 96,000 s 98000 & 100,000
Cumulative preference stock:
Par value 81 per share, 8,000,000 shares authorized; none corrently issued and outstanding
Non mandatory redeemable series
$1.46 series S 0 s ] s Y675
Premmium on 81 46 series 0 0 35,658
 Joulprelerencestock T § @ s 0O & 38333
Dividends Declared per Share
Common stock S 1.715 s 1.655 5 1.595
Preterved stock:
4.25% series 5 4,253 h) } 250 § 4,250
4 .78% seres 4.7K5% 4 780 4. 780
DT series 7.270 1.270 T.27%)
7.75% series 5.707 0 0
8009 5 sorics X000 N 000 1.337
8 25%: series 8.250 5 278 0
8 BE% series 2.220 8 S8R0 8 880
Preference stock:
S 146 series 5 0 5 0 365 b3 1 460
Stated rate auction preference stock 0 0 6. 900
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Indebtedness

December 31,

(dollars in thousands) 1993 1992
Long-term debt:
First mortgage bonds
Interest
Serics Ratq Maturity
I 4.750% 1995 o S 0 $ 25,000
J 6.125% 1997 0 40,000
K 6.875% 199K 0 50,000
l 9.000% 1999 0 50,000
M 9. 375%: 2000 0 60,000
N 8.125% 2001 0 75,000
5 Variable 2002 25,000 25,000
0Q 9.750% 2003 0 59.375
R 10 .950% 2004 0 44,250
g 9.250% 2007 ] 60,000
U 10.250% 2014 15,000 15,000
W 9500 2016 0 135,000
T Total lirst mortgage bonds S . 40,000 £38,625
Less: due within one year 0 6,800
" lotal first mortgage bonds, net S 40,000 5 631825
Sewage facility revenue bonds S 36,300 $ 36,300
Less: tunds held by trustee 3,803 12,052
T otal :«T&:} Tacility revenue bonds, net XL S 32497 5 24,248
Dichentures
8.875%, due 1995 S 100,000 S 100,000
5.125%, due 1996 100,000 0
5.700%. due 1997 100,000 0
5.950%, due 1998 100,000 0
6 8OO, due 2000 65,000 0
6.050%, due 2000 100,000 0
6.800%%, due 2003 150,000 0
9 B75%, due 2020 100,000 100,000
9 375%, due 2021 125,000 125,000
R.250%, due 2022 60,000 60,000
7.800%, due 2023 200,000 0
" Jotal debentares S 1,200,000 5 385000
Unsecured medium-term notes S 0 ] 50,000
Short-term debt:
Notes p.\\.\l-l(
Bank loans S 106,501 5 162,500
« _f»glj}\_‘t_«;l:k_lf] paper i WSy (S e T e, el e U ‘?7,650 113,000
Total notes PJ\.II\I( S 204,151 < 275.500




Balance December 31, 1993
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In March 1993 we issued $650 million of debentures and used the proceeds to retire ten of twelve outstanding series of first
maortgage bonds and reduce short-term debt. The debentures were issued in five separate series with interest rates ranging trom
5.125% 10 7.8% and maturing between 1996 and 2023, The 5 1/8% debentures due 1996, 5.70% due 1997, 5.95% due 1998
and 6.80%% due 2003 are not redecmable prior to maturity. The 7.80% debentures due 2023 are first redeemable in March 2003 at
a redemption price of 103.73%. The redemption price decreases annually each March o par value in March 2013, There is no
sinking fund requirement for any series of the debentures,

In August 1993 we issued 8100 million of 6.05% debentures duc in 2000, We ased the proceeds from this sale to reduce
short-term debt. These debentures are not redeemable prior to maturity and have no sinking fund requirements,

Wa redeemed $50 million of 9.65% medium-term notes in September 1992 and $50 million of 9.75% medium-term notes
in September 1993

5. Sewage Facility Revenue Bonds

In Decerber 1991, Harbor Blectric Energy Company (HEEC), a whollv-owned subsidiary, issued §36.3 million of long -term
sewage facility revenue bonds. The bonds are tax-exempt, subject to annual mandatory sinking fund redemption requirements and
mature in the years 1995-2015. The weighted average interest rate of the bonds is 7.3%. A portion of the proceeds from the
bonds was used to retire $21 million of short-term sewage facility revenue bonds at maturity. The remainder of the proceeds,
whick is on deposit with the trustee, is being used 10 finance the construction of HEEC's permanent substation located on Deer
Island (in Boston Harbor) and to fund an amount which must remain in reserve with the trustee. If HEEC should have insufficient
fuands to pay certain costs on a imely basis or be unable to meet certain net worth requirements, we would be required 1o make
additional capital contributions or loans to the subsidiary up 1o o maximum of $7 million.

6. Short-lerm Debt
We have arrangements with certain banks to provide short-term credit on both a committed and an uncommitted and as available
basis. We currenthy have authority to issuc up to $ 350 million of short-term debt,

We have a $200 million revolving credit agreement with a group of banks. This agreement is intended to provide a standby
source of short term borrowings, Under the terms of this agreement we are required to maintain a common equity ratio of not
less than 307 anall tmes, Commitment fees must be paid on the unused portion of the total agreement amount.

Intormation regarding our short-term borrowings, comprised of bank loans and commercial paper is as tollows:

tthousands of dollar<) 1993 1992 199]
Masimum short term barrow ings S 320,000 £ 114,998 s 324 400
\\i~|ghml average amount uutstamling S 220,149 S 233286 § 221,481
Weighted as Crage Interest rates, exe luding commitment fees 3.4% 4. 1% 6.4%

Note G. F~.ir Value of Securities

The tolle wing methods and assumptions were used to estimate the fair value of cach class of securities for which it is practicable to

estimate the value:

Nuc'ear decommissioning fund
7 e fair value of 8701 mallion s based on quoted market prices of securities held,

Cash and cash equivalents
The carrving amount of 358 million approximates fair value due to the short-term nature of these securities.

Mandatory redeemable cumulative preferred stock, first mortgage bonds, sewage facility revenue bonds and debentures
The tair values of these securitios are based upon the quoted market prices of similar issues. Carrying amounts and fair valaes as of
December 31, 1993 are as tollows

Carrying Fair
{11 thowusands) Anount Value
'q:nTL_u‘ru\ redeemable camulative };r:a';;;' stock s G8 000 3 105,935
First mortgage bonds 40,000 44,132
Sewage fac ilit) revenue bonds 36,300 40,528
Diebentuires 1,200,000 1,237,924

—
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Note H. Commitments and Contingencies
1. Capital Commitments
At December 31, 1993, we had estimated contractual abhgations for plant and equipment of appre wimatelv §71 million.

2. Lease Commitments
We have leases tor certain facilitics and equipment. Our estimated minimum rental commitments under both noncancelable leases
and transmission agreements for the vears alter 1993 are as follows:

(i thousatuls)

1994 T8 Y375
1995 23,878
1996 21,299
1997 19.217
1998 17,969
Years thercatter 139,474
T Total NN s 249212

We will capitalize a portion of these lease rentals as part of plant expenditures in the future. Our total expense for both
icase rentals and transmission agreements for 1993, 1992 and 1991 was $30 million, $30 million and $33.5 million, respectively,
net of capitalized xpenses of 85 million, 85 million, and $4 8 million, respectively.

3. Hydro-Quebec

We have an approximately 1195 equity ownership interest in two companies which own and operate transmission facilities to
import electricity from the Hydro-Quebee system in Canada, which is included in our consolidated financial statements. Asan
equity participant we are required to guarantee, in addition to our own share, the total obligations of those participants who do not
meet cortain credit criteria and are compensated accordingly. At December 31, 1993, our portion of these guarantees was
approximately $22 million

4. Yankee Atomic Flectric Company
In February 1992 the Board of Directors of Yankee Atomic Electric Company (Yankee Atomic) decided to permancenthy discontin:
ue power operation of the Yankee Atomic nuclear generating station and, in time, decommission that facility. We relied on Yankee
Atomic for less than one percent of our svstem capacity. We have a 9.5% stock investment of approximately §2 million in Yankce
Atomic

In 1993 Yankee Atomie received approval trom federal regulators to continue to collect its investment and decommissioning
costs through July 2000, the period of the plant’s operating license. The estimate of our share of Yankee Atomic’s investment and
costs of decommissioning is approximately $ 33 million as of December 31, 1993, This estimate is recorded on our consolidated
balance sheet as a power contract liability in deferred credits. An offsetting power contract regulatory asset is included in deterred
debits as we continue to collect these costs from onr customers in accordance with our 1992 settlement agreement.

5. Nuclear Insurance

The federal Price Anderson Act currently provides §9.4 billion of financial protection for public liability claims and legal costs
artsing from a single nudlear related accident. The first §200 million of nuclear liability is covered by commerdial insurance.
‘\d-lnum.ﬂ nuclear Hability insurance up to approximately 8.8 billion is provided by a retrospective assessment of up to §75.5
million per incident levied on cack of the 116 units licensed 10 operate in the Unite d State s, with a maximum asscssment ol $ 10
million per reactor per accident in any vear. The additional nuclear liability insurance amount may change as new commercial
nuclear units are licensed and existing units give up their icenses. In addition 1o the puclear hability retrospective assessments, if
the sum of all pubhic liability Caims and logal costs arising from any nuclear accident exceeds the maximum amount of financial
protection, cach licensee can be assessed an additional five percent of the maxinum retrospective assessment,

We have purchased insurance from Nuclear Electric Insurance Limited (NEIL) to cover some of the costs to purchase
replacement power during a prolonged accidental outage at Pilgrim Station and the cost of repair, replacenent, decontamination
or decommissioning of our utilits property resulting from covered incidents at Pilgrim Sation. Our maximum potential total
agsessment for Josses which occur during current policy years is approximately $14.6 million under both the replacement power
and excess property damage, decontamination and decommissioning policies. All companies insured with NEIL are subject to

roetroactive assessiments i l()\\l s are in excess of the total funds available 1o NEIL . While assessments may also be made for fosses in

certain prior policy years, we are not aware of any losses in those vears which we believe are likely to result in an assessment.
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6. Litigation

In March 1991 we were named in a lawsuit allq_ing discriminatory emplovment practices under the Age Discrimination in
Employment Act of 1967 concerning 46 ¢ mployees atfected by our 1988 reduction in force. Legal counsel is vigorously defending
this vase. Based on the information presently available we do nat expect that this litigation or certain other legal matters in which
we are currently involved will have a mate rial impact on our financal condition. However, an unfavorable decision ordered against
us could have a material impact on quarterly carnings

7. Hazardous Waste

State regulations revised in 1993 require that propertios where releases of hazardous materials occurred in the past be turther
cleaned up according to a timetable developed by the Massachusetts Department of Environmental Protection. We are currently
evaluating the potential costs associated with the cleanup of sites where we have been identified as the owner or operator. The,
are ancertainties associated with these potential costs due 1o the complexities of cleanup technology, regulatory requirements and
the particular characteristics of the different sites, We also continue 1o face possible lability as a potentially responsible party in
the cleanup of certain other multi-party hazardous waste sites in Massachusctts and other states. At the majority of these other
sites we are one of many potentially responsible partics and vur alleged share of the responsibility is a small percentage. We do not
expect any of our pmuntml cleanup liabilities to have a material impact on financial condition, although provisions for cleanup costs
could bave a material impact on quarterly ¢ arnings

Note |. Pensions, Other Postretirement and Postemployment Benefits

1. Pensions
We have a noncontributory funded retirement plan, with cortas: features that allow voluntary contributions. Benefits are based
upon an cmplovee’s vears of service and compensation during the last vears of employment. Our funding policy is to contribute
cach year an amount that is not less than the minimum required contribution under federal law or greater than the maximum tax
deductible amount. Plan assets are primarily equities, bonds, insurance contracts and real estate.

Net pension cost included the following components:

(in thousands ) 1993 1992 1991
Current service cost - benedits carned S 11,734 S 10,683 5 8,567
Interest cost on projected benefit obligation 33,181 32,287 29.817
Actual retarn on plan assets (44,470) (23.281) (60.873)

ral 8,528 {13,549) 26,811

Net amortization and dete

Net pension cost (8 s 8,973 b 6,140 s 4,322

(ah I accordance with an agresment with our state regulators, we delerred our ner pension costs in excess of the aniual funding avounts and will recover

these oosts from customers over time. Net peision costs recorded as expense were approximately $5 million in 199 and $0 in 1992 and 1991

We used the following assumptions for calculating pension cost;

1993 1992 1991
Discount rate 8.25% 8.25% 9.00%
Expected long term rate of return on assets 10.00% 10,007, 10.00%
Compensation increase rate 4.50% 4.500% 4.50%

We changed our disconnt rate assumption to 7.0% for calculating pension cost effective January 1994,
The plan’s tunded status at December 31, 1993 and 1992 was as follows:

(i thousands) 1993 1992
Actuarial present value of benefit obligations: N - e
Accumulated benetit nhhﬁﬁmn ine lu-hnhu sted benefits of $384,150 and 5322 836 S 400,895 § 339,035
Plan assets at fasr value S m} S 390,407
I m|m el nhhgalmn for servioe ‘re ‘nde n:i_l_u date - s e (509,661) (418.312)
Projed ted benefit nhhpmun m excess of plan assets (115,428) {25.905)
Unrecognized prior service cost 8,139 K 817
Unrecognized net (gaing foss 75,352 (6,810)
Unirec ognize «!’mil“ )!ﬂ'l}_ﬂll«i\ - S A 9932 10,866
Net pension labihity S (22,005) s (13,032
W used the following assamptions for calculating the plan’s vear end funded statas:
1993 1992
B 7T 7 T
Compensation imrease rate __777*__%4.50{’/}__“A)"..




2. Other Postretirement Benefits
In addition ta pension benetits, we also currently provide health care and other benefits 1o our retired employvees who meet certain
age andd years of service eligibihity requirements. Effective January 1993 we adopted Statement of Financial Accounting Standards
Na, 106, Emplover's Accounting for Postretirement Benelits Other Than Pensions (SFAS 106). This requires us to record a liabili
ty during the working vears of emiplovees for the expected costs of providing their postretirement benefits other than peisions
(PBOPs). Prios to 1993 our policy was to record the cost of PROPs when paid. Our transition uhlngalinn on January 1, 1993 was
approximmately S 183 milhon, which we elected 1o recognize over 20 years as perm. d by SFAS 106, Our total cost of PROPs
under SFAS 106 in 1993 was approximately $ 28 mallion, an increase of approximat, 18 million over costs incurred under our
prioe method of accounting tor PROPs. Our 1992 settlement agreement proy ides us with a phase-in of a portion of the increased
costs anst allows us to defor the additional costs in excess of the phase-in amounts (o the extent that we tund an external trust. In
Devember 1993 we deposited 318 mithon on a tax deductible basis into external trusts for the pavment of PBOPs. Accordingly,
1993 we recorded an expense of approximately $16 million, reflecting the amount of cost recovery from customers, and deferred
approximately 812 million for future recovery, We capitalized approximately 19% of these costs,

Postretirement benedits cost consisted of the following in 1993

(1 thotsands

Current service cost - benelits carncd S 4, 351
Interest cost on transition obligation 14,286
Amortization of transition obligation 9,151
I Net postretirement benefits cost 5 .’7,783

We used an X.0% weighted average discount rate and 4.5% rate of compensation increase assumption for calculating the tran
sition nhhgalinn andd the 1993 postretirement benelits cost. Our expet ted ks mg-term rate of return on assets is 9.0%, Wi also
assumed a 12.5% health care cost trend rate. Flective January 1, 1994 we changed the discount and health care cost trend rates 1o
7.0% and 9.0, respectively, n order to more ac urately estimate our future henelit payments, I'he health care cost trend rate is
assumed to decrease by one percent cach vear 1o 5% in 1298 and vears therealter. Changes in the health care cost trend rate will
affect our cost and obligation amounts. For example, a one percent increase in the rate wonld increase the total service and interest
costs in 1993 by approximately 16% and would increase the accumulated obligation at December 31, 1993 by approximately 13%.

The postrenirement benedits prngmm's Tunded status at December 31, 1993 was as lollows:

(in thousand-

I us!_‘l\\« s ..T ?..E?.iﬂ S I8.016
Accumulated obligation for service rendered to date from

Retirves 5 (75.216)

Active emplovees eligible 1o retin (64 ,880)
BB nn i ot i G A R (3208 Rl
Accumulated benelit obligation n excess of trust assets (195,365
Unrecogmized foss 21,497
Unrecognized oetobligation L

Net postretirement benefits liability s 0

The trust assets consist of money market funds at December 31, 1993

3. Postemployment Benefits

Statement of Financial Accounting Standards No. 112, Emplovers” Accounting for Postemployment Benefits, will be effective for
the first quarter of 1994, This statement will require us to record a lability computed on an actuarial basis for the estimated cost of
prov ulmg pe nh-mplvr\ ment benelits I'-;~h-m|)|n_\mn'm benetits pros ided 1o former or inactive ('mplu_wvs, their beneficiaries and
covered dependents include salary continuation. severance benefits, disability related benefits (including workers” compensation),
job training and counscling and continuation of health care and lite insurance coverage. We currently recognize the cost of these
benufits primarily as clams are paid. We do not anticipate a material eflect on net income from adopting this statement,

Note J. New Accounting Pronouncement

We will ade ipt Statement of Finang il Accounting Standards Ne, 115, Aceounting for Certain Investments in Debt and | quity
Securities, in the first quarter of 1994, This statement may require us to Cassify the mvestments i our nuclear decommissioning fund
on our consolidated balance sheet based onhow long we intend to hold the individual securities. These investments may be classitied
as “available tor sale™ and we may alsa be required to report any unrcalized gams and losses an the mvestments as a separate component

of shareholders” equity. We do not expect the aduption of this statement to have a material effect on sharcholders” equity.
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Note K. Long-Term Power Contracts

1. Long-lerm Contracts for the Puirchase of Flectricity

We purchase electric power under sevesal long term contracts for which we pay a share of the generating umit’s capital and fixed

operating costs through the contract expiration date. The total cost of these contracts is included in purchased power expense in

our consolidated income statements. Information relating to these contracts as of December 31, 1993 is as follows:
proportionate share (in thousands)

1993 1993 Juterest Dbt
Cantract Units of Mmimum Portion of Outstanding
Expiradon Capacity Pure hased Debt Minimum  Through Cont,
Cunlm! - _&._;#-.,,_-,_._L)‘_m_‘ﬁ W “__4.\1_\'\‘:_‘&_4__:('1‘“4 ¢ Debt Servige I\J) Date
Canal Uit | 2001 25.0 142 5 781 s 314 ) 2,118
Mass. Bay Transportation
Authos ity 2005 100.0 35 (b (h (b
Connecticut Yankee Atomic M) 9.5 56 2.579 1,670 15,898
Ocean State Power - Unit 1 2010 23.5 65 5,321 3,948 22.747
Oxcean State Power Unit 2 2011 23.5 65 4,422 3,376 19,401
Northeast Energy Associates {0 () 219 () 1) {c)
L lmlnm . 2013 73.0 t (di il iy
-‘_—lt;ﬂ—- L B et 646 8 13,105 $ 9.308 S 6, 164
1) Phe Northeast EFrergy Assoniates contract ropresents 6 4% of our total svstem geactation capabilits. The remaming units listed above reprosent 12.6% in total
by W are required o jry the greaier of $22.00 per kilossatt-year or 90% of the New Enghuvd Power Poal capability v sponsibility adjustment charge up

1o $63 00 por kilowatt voar thmes the gualificd Gapacity (currontls rated st 33 6MW) plus incremental ope rating, matotenance and fuel costs. The: total
Charges for this contract in 1993 were approximarely §2 million

<) We purchase approsimately 75 5% of the smergs output of this it under twe contracts. O contract represeots [3MW and expires in the sear
015 The uther contract i for 8EMW and expires i 2000, We pay for this energy based ana price per kWh actually secoived. W do nest pay a pro
portionate shave of the wint’s captal aond fised operating costs. The total charges for these contracts in 1993 were approximiately § 116 million

th Fhe 1 Evergia vontract started in Maech 1998 We purchase 735 ol the coergs output of this wmit. We pay for this encrgy based on a price per kWh

actially regedved The total charges ander this contract for 1993 wore approximately 15 maillion

Ohar totad fixed and variable costs for these contracts in 1993, 1992 and 1991 were approximately $225 million, $217 mil
hon and 8154 million, respectively. Our minimum fixed payments under these contracts for the years after 1993 are as follows:

iin thousands

1994 = s ’ ' s o ’ S 69,432
1995 72,418
1996 75,376
1997 1,147
199% 72,429
‘haulinn altor 725,236

lAul.u = L T T T T i o P T R e s 1,086,038
Total present value 5 358,600

2. Long-lerm Power Sales
In adddivion to our power sales to four wholesale customers, we sell a percentage of Pilgrim Station's output to other utilitios under
long-term contracts. Ilormation relating to these confracts is as follows:

Contract

Expiration Units of Ca acity Sold

Contract Customer Date r MW
{ !"\”H\ MWL .\hh ' ll " ll {3 ( I)n\i;;{ll:i P A W SOPER g Tee i L T T *W—“_’»w——i'_l*() ! ‘ f
Montaup Llectric Compam 2012 110 3.7
Various muinic npahm 5 20000 3.7 25.0
|ul.\| 25.7 724

(a) Sabyject to certam adpusteents

Under these contracts, the utilities pay their proportional share of the costs of operating Pigrim Station and associated 1rans
mission facilities. These costs inclade operation and maintenance « aponses, mnsurance, local taxes, drpn clation, decommissioning

and a return on capital






Selected Consolidated Financial Statistics (Unaudited)

Quarterly Financial Data

Quarterly Stock Data
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lidated Sales Statistics (Unaudite

Electric encrgy: (kWh in thousands)

SOUrees (system

output )

1993

9,787,092
5,326,224
1,575,310

16,688,626

X

‘IN'

)

y, 460

1.

679 060

[ -

3,487,370
1,590,669

292 681

145,242

12,515,962

2,272,669

877,978

15,666,609
1,020,017
16,686,626

79,54
6007 | J 7R KR

Y 4 |

HR4 K64

8]

3 Hhii) ORD

70 16 52° ]

v

(95 297

1.3%
1.5
(5.2)
(50.3)
(0.6)
(9.7)
(53.7)
(7.9)%

49%

27%

1%
12%

o
2%

6,160
11.49¢
S 709.75

651,141

6. 160
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