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President’s Letter

To Our Shareholders:
| am pleased to report that our
System's 1983 earnings reached $4 63
per common share, representing ar
all ime high; up $2.18 over the
$2.45 we reported a year ago.
Procmpted by these earnings and our
improved cash position, the Board of
Trustees raised the quarterly dividend
rate effective November 1, 1983, by
four cents per snare to 53¢ or $2.12
on an annual basis. This came after
an earher quarterly increase of two
cents per share effective February 1.
1983. We beleve these increases
are consistent with our long-standing
policy of providing an attractive return
to our shareholders when it has been
properly supported by strong earnings.
While the $48.2 million of rate in-
creases granted in 1982 provided
the major impetus for our earnings
success, there were a number of
other positive factors:
¢ the downward trend in the rate of
inflation,
* lower interest rates,
® our continuing commitment to
controling costs and improving
operational efficiency, and
® sales growth stimulated by the
economic climate in our service area,

Some of the credit for the positive
direction the economy has taken in
our service area belongs to our
educational institutions which have
provided business and industry with
one of our most prized assets, a
mghly skifled and stable work force.
This resource was particularly impor-
tant when, after a decade of strong
growth, industry was beset with a
combination of problems coming
together during .'e early 1970's,
among which were the erosion of
our oldur, less efficient industrial
base, dwindling defense contracts
and the energy crisis. All of these,
combined with Massachusetts in-
creasing tax hurden, dulled our com-

petitive posture. Fortunately the high-
tech industry. then in its infancy, began
to nrow and a skilled work force was
essential for its survival. Meanwhile.
state government working w'th industry,
began to address the problem of our
reliance on foreign ol by introducing
energy awareness and conservation
programs. Today Massachusetts’
total energy and oil consumption has
declined from 1972 levels by an im-
pressive 26% and 40%, respectively
Additionally, in the late 1970's, a tax
reform measure called "'Proposition
22" was in plemented. This voter-
mandated reform has steadily reduced
the total Massachusetts tax bite from
among th:: nation's highest 1o a level
currently below the national average.
This ability and willingness to adapt
to a changing business environment
has led to the full-fiedged blossoming
of the high-tech and service in-
dustries and a resurgence within the
general business sector.

The economic promise of the
future bodes well for the system and
its long range financial heaith. However,
future benefits will only accrue to those
who accept the cloak of responsibility
together with its challenges. Our
responsibilities revolve around our
ability to deliver energy and services
at prices which will not undermine
our competitiveness or hurt our
customers. The challenge will be to
utilize our current energy sources to
their fullest possible extent while pro-
viding new sources to meet future
demand.

Today, the planning and construc-
tion of new generating facilities is a
thankiess, if not a perilous task. The
recent stability of energy prices has
slowly permeated a previously energy
conscious society with a false sense
of security. As witness o this energy
malaise, one has only to note the re-
cent revision of our national energy
policy. It has abandoned the goal of
energy independence in this century

and instituted reductions in publiic
funding for research and develop-
ment of alternative energy sources.
While we agree that some additional
energy savings will occur as less effi-
cient automobiles and energy con-
suming equipment are replaced, we
in planning for the future are con-
fronted with these irrefutable facts: oil
is a hnite resource; two-thirds of the
world's proven oil reserves are con-
trolled by OPEC countries; the an-
nual price tag for this country’s oil
imports, excluding the dollars spent
to stabilize the turbulence in the Mid-
dle East. is approximately $60 bidlion
and, a recently concluded study by
the Department of Energy states that
this country will be faced with a shor-
tage of electric generating plants by
the 1990's. All of these factors com-
bined give us real and immediate
problems when we are faced with a
current cycle of 10-15 years to com-
plete a major generating facility.

The system's efforts to expand and
extend its current electric generating
sources have not gone unrewarded.
In 1983 we were able to negotiate
one short-term nuclear and several
long-term hydro-power contracts and
our load management and conserva-
tion programs continued to yield
positive resuits. However. we recognize
that significant amounts of base load
generauon will be required to meet
future demand. Our options are few
and herein lies our real problem.
Vulnerability to world oil prices has
necessitated a prohibition against ad-
ditional oil and gas-fired plants. Price
disinceniives and funding cuts have
cast serous doubts over the develop-
ment of alternative sources of fuel
and energy. Coal generation, with its
acid rain gilemma, has become in-
creasingly less aftractive and the
nuclear option is being elminated by
political expedience and a lack of
understanding about the aavanced
stage of its technology. Yet, it has
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more effectively utilize existing generat
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long-term energy requirements

The term "load management
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of peak electric use (o periods of
greater availability resuiung in
proguction Cos A flatter dema

curve also reflects a more consistent

use and operaton of base loag gen
erators and keeps reserve cagacit
at respons:ole levels. These peak
reguctions can be readily achieved
with minimal impact on
lifestyies throu

sy nomaent im
equipme |

€
servation meast As an example

the avanabiity o/ interruptible and

alreaqgy

.

peak water heating rate

~ Ny

é consumption
atest electric

program, initiated in the 1
Management Plan

atne - Mail camp:z
4 U C -

and radio advertisements, public
presentations and other instructive
vehicles have stimulated a very
favorable response. Consequently
thousands of customers, who may
not have known they were using too
much energy, have adopted conser
vation measures in their homes. The
focal point of this as well as our other

conservation programs is a Mass
Save :nergy survey. Energy specialists

~~ri

auct a comp/enhensive analysis of

the customers homes, major ap

piiances anQ energy consumption

habits. This information is accumulated
and processed by computer to deter
mine what cor. 3rvation measures

an be taken, their implementat

>0st3, potential savings and pay
back periods
Generally, the heat retention
capabilities of most homes are
.1
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calking and inculation in those areas

d air 1s likely to infhitrate

These measures, combined with low
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CO oNn wraps, which reguce

the heat loss from water heaters

nave aiready resuited in substantic

energy savings for our customers
System companies have exemplfied

their commitment to extending their

ts greatest

their own
energy consumption and improving

efficiencies wherever possible. The
sulatic
for electric generators has saved
significant quantities of oill otherwise
used to heat oil and lower its viscosity
Chemicals added to fuel oil have
resulted in a cleaner burn reducing
e clean-up costs of residue on
boiler tubes. Conventional lighting
yquipment at system faciiies has
i een replaced with energy efficient
amps, and the strategic installation
capacitors aiid low-loss transtorm.ers
has greatly improved the efficiency

of ol tanks that store fuel

of our electric distribution Sysrerr n
periods of yreater demand. By con
ducting :r:ese oad ma'wagemert
conservation and self-evaluation pro
grams the system has demonstrated
ts commitment to realize the fullest
ssible benefit from our existing

energy supply

New Sources of Generation
Despite conservation and load
management techniques new
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Construction and Financing
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Management Discussion and Analysis of
Financial Condition and Resuits of Operations
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Presently, total system cap Net Income Reverues
squirements for the five-year period il Electric ( the W Cecic B Gas M Electric Wholesale
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Unaudited quarterly information pertaining to the resuits
of operations for the years ended December 31, 1983
and 1982 is presented in the foillowing tabies

1983 by Quarter
18t 2nd 3ry 4th

-

{Dollars in Thousands Except Per Share Amounts
Operating Revenues $205,617 $131,054 $118,709 $164,275
Operating Income 15,491 7,527 7,629 13,126
income Before Interest Charges ' 11,963 10,349 16,510
Net Income 7,793 6,838 13,206
Earnings per Common Share* 82 70 1.44
Dividends Declared per Common Share 49 53 53
Price of Common Shares—
ngh 22 22‘ 4 233 4
Low ! 183 19'% 19




Financial and Statistical Information

Management’s Report
The financial statements presented herein are representa
tions of the management of Commonweaith Energy
System. Management recognizes its responsibility for the
preparation ana presentation of financial statements
conformity with generally accepted accounting principles
To fulfill this responsibility, management maintains a
system of internal accounting controls including estab
lished policies and procedures and a comprehensive
“ornal auaiing program 1o evaluate the adequacy anc
fectiveness of accounting and operating controls, com
phance with system policies and procedures and the
safeguarding of system assets

The responsibility of cur indepenaent auditors’ ex
amination is imited to the expression of an opinion as to
the fairness of the financial statements presented. The in
dependent auditois are selected by the Board of
lrustees and report their findings thereto through the
Audit Committee, which is comprised of three outside
Trustees. The Board of Trustees is responsible for ensur
ing that both the independent auditors and management
fulfill their respective responsibilities as they pertain to
these financial statements

Report of Independent Public Accountants
To the Board of Trustees of Commonweaith Energy
System

We have examined the consolidated balance sheets
and statements of capitalization of COMMONWEALTH
ENERGY SYSTEM (a Massachusetts trust) and subsidiary
companies as of December 31
consolidated statements of
sharehoiders

ang sources of fungds

ana the
n common

nvestment, redeemable preferied

the three years
were made
accepted auditing st
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Consolidated Statements of Income

Years Ended December 31 1983 1982 1981

Operating Revenues: o e
Electric $356,895 $361,908 $361,154
Gas 246,224 231,003 187,039
Steam and other 16,536 14170 15,262
619,655 607,081 563,455
Operating Expenses:
Fuel used in electric production, principally ol 160,571 ) 216,140
Electricity purchased for resale 45,939 26,217 21,506
Cost of gas sold 171,034 73,49 131,098
Other operation 102,339 85,043
Maintenance 25,780 B 24,410
Depreciation 19,846 18,188
Taxes
Local property 14,628 17,575 20,179
income (Note 8) 30,709 15,787 13,753
Payroll and other 5,036 4,769 4182
575,882 575,007 534 499
Operating Income 43,773 32,074 28,956
Other Income (Expense):
Equity in earnings of Algonquin Energy, Inc. (Note 2) 5,860 5,839 4 999
Allowance for equity funds used during construction 3,672 2,349 551
Abandoned nuclear projects, net it (1.472)
Other, net 4,730 1,788 5313
14,262 8,504 10,863
Income Before Interest Charges 58,035 40,578
Interest Charges:
Long-term debt 15,154 16,088
Other interest charges 7.310 7 576
Allowance for borrowed funds used during construction (7,157) (6,683)

5 15,307 16,981

Net Income e ' ; 42,728 23597
Dividends on preferred shares 3,601 3,734

N

Earnings Applicable to Common Shares ’ - $35,127  $ 19,863
Weighted Average Number of Common Shares Outstanding 8,451,316 8,103,922
Earnings Per Common Share $4.63 $2.45
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Consolidated Balance Sheets

December 31,

Assets

Property, Plant and Equipment, at original cost
Electric
Gas
Other

Less—Accumulated depreciation
Accumulated deferred income taxes

Construction work in progress, net (Notes 7 and 8)

Equity in Corporate Joint Ventures:
Algonquin Energy, Inc. (34.5%)
Nuclear electric power companies (2.5% to 4.5%)
Hopkinton LNG Corp. (50%)
Other investments

Current Assets:

Cash

Accounts receivable, less reserves of $2 930,000
in 1983, and $2,656,000 in 1982

Unbilled revenues

inventories, at av 'rage cost—
Electric production fuel oil
Natural gas
Materials and supplies

Prepaid property taxes

Other

Deferred Charges, net

$436,114
144 295
22,086

602,495
202,265

445,041

60,386
31,460

5,146
11,696
9,832

152,148

6,922
$659,936

1982

e
housanas)

$420.117
137,746
21,548
579 411
186,673
4328
328,410
83,834

412 244

5,453
17,468
5,239
9,200

140,105




Commmonwealth Energy System anc Subsidiary Companies

December 31 : 1983 1982

(Dollars in Thousands)
Capitalization and Liabilities
Capitalization (See separate statement):
Common share investment $202,713 $174 628
Redeemable preferred shares, less current sinking
fund requirements 40,380 42,200
Long-term debt, less current sinking fund
requirements and maturities 206,303 186,374

449,396 403,202

Current Liabilities:
Interim Financing—
Notes payable to banks 61,500
Maturing long-term debt 169

T 61,669

Other Current Liabilities—

Current sinking fund requirements 4,137 5,501
Accounts payable 59,783 47,772

Accrued taxes—
Local property and cther 10,469 10,132
income 15,594 7,796
Accrued interest 3,867 3,754
5,437 4 958
Other 13,771 10,270

174,727 180,283

Deferred Credits:
Unamortized investment tax credits

Commiiments and Contingencies (Note 7)

$659,936 $615,506

nying riotes are an integral part financial statements




Consolidated Statements of Sources of Funds Used for Construction

Years Ended December 31
Sources of Funds—
Int. rnal Sources
From Operations
Net Inccme
Items not requiring or (providing) funds
Depreciation and amaortization
Deferred income taxes—Ilong-term
investment tax credits, net
Equity in earnings of joint ventures, reduced
by cash dividends of $4,940 000 in 1983
$2,928.000 in 1982 and $2,711,000 in 1981

Allowance for equity funds used during construc

Abandoned nuclear projects, net

LEeSS~
Payment of dividends
Retirement of long-term debt and preferred
shares through snking funds

Other

Change in net current assets (exclusive
Cash
A.counts receivable and unbilled revenues
Local property and other taxes
Accrued income taxes
Accounts payable and other

Net available from internal sources

External Sources
Sale of common shares
Notes payable to banks, net
Long-term debt 1IScues
Long-term debt issues refunded
Net available from external sources

1983

$42,728

23,120
6,568
3,736

(2,477)
(3,672)

70,003

20,915

5,022
(1,540)

24,397

(17,633)
1,784
2,833
7,798

16,250

10,832
56,438

6,272
(28,600)
23,300

o
$57.410

1982

Funds Used for Constructior —
Electric
Gas
Other

Less—Allowancs

$52,395
7,508
1,178
61,082
3,672
$57.4°0




Consolidated Statements of Capitalization

December 31

Common Share Investment
Common shares. $4 par value
Authorized— ’2.000 000 shares
Outstanding—8.,596.802 in 1983 and 8,295,123 in 19 $ 34,387
Amounts paid in excess of par value 48,177
Retained earnings (Note 4) 120,149

Total common share investment R e 202,713

Redeemable Preferred Shares, Cumulative, $100 par value (Note 3)
Series A, 4.80% 4,200
Series B. 8.10% 6,240
Series C, 7.75% 14,760
Series D, 9.80% 17,000
Less current sinking funa requirements (1,820)

Total redeemable pref farr ed shares 40,380

Long-Term Debt, mcluding premlums (Note 5)
System Bonds, collateralized oy common stock of utility operating subsidiaries, due
1987, 63%% 13,224
1988, 674% 2,964
1996, 874% 3,757
1999, 4.80% 3,060

Less current sinking fund requirements (521)
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Mortgage Bonds due
1992, 3549 5,750
1993, 9% 10,372
1994, 64% 1,615
1996, 7% 12,716
2006, | 35,015
2007, 1114% 9,300
Notes due—

1984, 3%, 654% 196
1386, 4'4% 3,937
1986, vanable rate 9.60% in 1983 and 12.50% in ) 26,000
1986, variable rate 10.83% in 1983 4,000
1986, var ar' le rate 10.83% in 1983 10,000
1988, 374% 3,332
1992, 55:% 8,363
1994 6 0% 502
1995, 8'4% 6,580
1997, 6'4° 4,956
1997 4,975
1998, 834¢ 15,777
2000 12,398
2001 4% 3,600
2002 3,810
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Consolidated Statements of Changes in Common Shareholders’ Investment
Years Ended December 31, 1983, 1982 and 1981

Amounts
Paid in
Par Value Excess of Retained
Sr“arec $4 Per Sha e Par Value Eam ngs

Balance December 31, 1980 7.694 501 $30.778 $36 81 8 $ 91302 $158,898
Add (Deduct)—
Net income - 21,257 21,257
Sale of shares - 927 2,289 ~ 3,216
Cash dividends declared—
Common shares—
$1.88 per share - - (14,733) (14,733)
Preferred shares - (3 898) (3.898)

Balance December 31, 1981 ), 24 1.7 9.1 28 164,740
Add (Deduct)—
Net income - — - 2% . 23,597
Sale of shares 368,87 7 : - 5,480
Cash dividends declared—-
Common shares-
$1.90 per share - 5,455 (15,455)
Preferred shares - - (3 734v

Balance December 31 ‘982 8,295,123 43,112 174 628
Add (Deduct)—
Net income -
Sale of shares 301,67 207 5,065
Cash dividends declared
Common shares—
$2.04 per share - -
Preferred shares - sew

Balance Decem{)er 31. 1983

8,596,802 $34387  $48177  $120.149

Consolidated Statements of Changes in Redeemable Preferred Shares

‘/pars Ended Dpcember 3‘ ‘983 1982 and 1981

Ammr zed and Outs.anomg
Cuﬂ“uiat ve Preferred Shares- ‘5100 Par Value

SP; ééﬁA QeréC B Series C Series D ¥ o!ax
4.80% 8.10% 7 75% 9 80% Shares

Balance December 31, 1980 45,600 67,200 163800 200,000 476,600
Less—Sinking fund redemptions Fite 1 200 1,600 5,400 10 350 178 550

Balance December 31, 1981 44400 65600  1£3.400 189,650 42356%
Less— Slnkmg fund redemptions 1,200 1 BOC 5 ~OO 9.650 7,850

Balance December 31, 1982 4'3’72607 64,000 153000 180,000 440,200
Less- Smkur‘g fund redemptions 1,200 1,600 5,400 10,000 18,200

Balance December 31, 1983 42000 62400 147600 170000 422,000

The accompanying notes are an integral part of these finar




Notes to Financial Statements

System and Subsidiary Cc

1. Significant Accounting Policies
General and Regulatory
Commonwealth Energy System, the parent company, is
referred to in this report as the ‘System’’ and together
with its subsidiaries is sometimes collectively referred to
as ‘'the system'’. The operating companies are regulated
by various authorities including the Federal Energy
Regulatory Commission (FERC) and the Massachusetts
Department of Public Utilites (DPU)
Principles of Consolidation
The consolidated financial statements include the accounts
of the System and all of its subsidiary companies. Al
significant intercompany accounts and transactions have
been eliminated in consolidation
Equity Method of Accounting
The system uses the equity :1i2thod of accounting for
investments in corporaie joini ventures. Under this method
it records as income the proportionate share of the net
earnings of the joint ventures with a corresponding increase
in the carrying value of the investment. The investment
amount is reduced as cash divide~ds are received

The system does business with ihe corporate jint ven
tures in which it has investments including: Algonguin
Energy, Inc., whose subsidiaries are principal suppliers

nf o al nae and e o b oo
Of natural gas and substitute natura {

gas ior the
Hopkinton LNG Corp., a liquefied natural gas service
company: and four nuclear generating faciities located
New England

Operating Revenues

Customers are billed for their use of electricity and gas
on a cycle basis throughout the month. T

systen

To reflect
revenues in the proper period, the estimated amount of
unbilied sales is recorded each month

System utility companies are permitted to bill
customers for the total costs of purchased power, fuel
used in electric production and gas. The amount of such
costs incurred but not yet reflected in customers’ bills
which totaled $4,650,000 in 1983 and $19.317,000 in
1982, is also recorded as unbilled revenues each month
Depreciation
Depreciation is provided using the straight-line method at
rates intended to amortize the original cost of properties

over their estimated economic lives. The average com-
posite depreciation rates were as follows

1983 1982
3.65% 364%
3.02 290
3.59 3.50

1981
3.649
304
3.53

Allowance for Funds Used During Construction
Under applicable rate-making practices, system com
panies are permitte~ to include an allowance for funds
used during construction (AFUDC) as an element of their
depreciable property costs. This allowance is based on
the amount of Construction Work In Progress which is
not included in rate base on which utility companies earn
a return. An amount equal to the AFUDC so capitalized
n the current perioa is reflected in the statements of
ncome

While AFUDC does not provide funds currently, these
amounts are recoverable in revenues over the service
life of the constructed property. The amount of AFUDC
recorded was at a weighted average rate of 10% in
1983, 12% in 1982 and 17% in 1981

2. Algenquin Energy, Inc.
The System uses the equity method of accounting for its
34.5% investment in Algonquin Energy, Inc

During 1983, Algonquin an a ¢jroup of its major
customers reached a settlement agreement on several
rate matters which date back to 1980. This agreement
approved by the FERC, required Algonquin to refund ap
proximately $22,919,000. Algonquin has restated its
financial statements for the years 1982 and 1981 for the
effect of the refunds applicable to those years

Since 1980, the System has provided a reserve
against its share of the Algonquin earnings which it
estimated might ultimately be refunded. Accordingly, the
restatement of Algonquin’s prior year financial statements
did not necessitate further adjustment of the System’s
equity in Algonquin's earnings or net assets. Condensed
consolidated financial information of Algonquin is as

follows




Condensed Stataments
of Income

As reported by Algonquin
(1982 and 1981 restated)

Operating revenues $759,744 $/46,587

income before
ncome taxes

Provisions for
income taxes Y 13.040

33,300 31,068

Net income ol 3 ‘8028

-

System equity in
Algonquin’s
net income

Adjustment for restatement
of Algonquin’s previously
”’DO'teO ea'r\mgs

n earnings

Condensed Balance Sheets
As reported by Algonqui
(1982 and 1981 restated)
Tu al Assets

LEesSS—
L \?"rg term geDt

1 u@ E"GG S

121,505

Net assets $125,353

SYS equity In
Algonquin’s
net assets

Adjustment for restatement
of Algonguin’'s previously

reported earnings (364)

$ 43,276

Qeoor'eu “(]u~

riet assets $ 42912

F)ﬂar)"]al statements of A‘QO'\F}UIW are included in the
System's Annual Report on Form 10-K
Securities and Eg(‘ndngp Commission

filed with the

3. Redeemable Preferred Shares
The System's four series of preferred shares have been
issued at par value, $100 per share, and are subject to

periodic, mandatory sinking fund payments. The Systerr

VYol

can make additional voluntary redemptions, not exceed-
ng the required redemption, at par, on a non-cumulative

basis, on each sinking fund date. Preferred shares may

iSO be calleg "V YGO""“DV on, in wnoie or in {Jaf’ n
excess of the required and voluntary sinking fur
redemptions. The obligation to make the mandatory
redemptions is cumulative and the System is not allowed
to pay dividends to common shareholders or make any
optional sinking fund payments if mandatory redemptions
are in arrears. Details of redemptions for the four series
of Cumulative Preferred Shares are contained in the

following table

a

1084-1988

Prefe rreg sharencigers nave no

the event that six tull quarter

voting rights except
y dividends have not been

paid. In this circumstance. the preferred ¢

hareholders are

it ~4 . -
3] :
CJ, v .

ystem
The preference of these shares in involuntary liquida

i
o
~

Trustees of the S

tion is equal to par value. The shares are of equal rank
and are entitled to cumulative dividends at the annua
rate establis.ned for each series. No d

declared on any series

vidend can be
uniess proportionate dividends
are concurrently declared on the other outstanding series
and in the event that dividend payments are in arrears
the System may not redeem any shares unless all shares

preferred series are redeemed

4. Dividend Restriction

At December 31, 1983, approximately $31,941,000 of
consolidated retained earnings was restricted against the
payment of casi dividends by terms of the indentures
securing long-term debt. As of the same date, retained
earnings included approximately $41,268,000 represent
ng the system's equity in undistributed earnings of cor

porate joint ventures




5. Interim Financing and Long-Term Debt
Notes Payable to Banks
System companies have banking relationships under
which borrowings are arranged as required for interim
financing of their construction programs. The borrowings
are unsecurec and are evidenced by notes having
maturities of 90 days or less which are renewabie at
nwaturity, At December 31, 1983, notes payable otalec
$61,500,000. Lines of credit with banks, against which
these notes are applied, totaled $162,000,000

The terms of one line of credit require the payment of
a fee equal to 3/8 of 1% of the line. Another line re-
quires that when the system is borrowing, it must main
tain normal operating balances for cash demand and
bank service charges

The interest rate on the outstanding borrowings s at
the lower of the prime or an adjusted money market rate
Long-Term Debt Maturities
Under terms of their various indentures, the System and
certain subsidiary companies are required to make
periodic sinking fund payments for retirement of outstan
ding long-term debt. The required sinking fund payments
and balances of maturing debt issues for the five years
subsequent to December 31, 1983 are as follows

Maturing
st il b bl Debt
Subsidianes
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6. Pension and Employee Benefits

The system has a noncontributory pension plan covering
substantially all regular employees who have attained the
age of 25. Pension costs are funded as accrued and in-
clude amounts applicable to prior service costs which
are being amortized over a period of 30 years. Tota
pension expense was approximately $6,067,000 in 1983
$5,324,000 in 1982 and $5,239,000 in 1981
sumed rate of return used in determining the actuaral
present value of accumulated plan benefits was 7 1/2%
in each of these years

The as-

A comparison of accumulated benefits and net assets
for the system's benefit plan is presented below

January 1

Actuarial present value of
accumulated plan benefits
vested

Nonvested

$55,808

11 54
$56,962
$51,881

Net assets available for benefits

The system has an Employees Savings Plan which
provides for system contributions equal to contributions
by eligible employees but not in excess of four percent

f each employee's compensation rate. The total system
contribution was approximately $2,163,000 in 1983
$1,947,000 in 1982 and $1,750,000 in 1981

7. Commitments and Contingencies
Construction
The system is engaged in a continuous construction pro-
gram presently estimated at $329 million for the five-year
period ending in 1988, including $70 million in 1984
The program is subjec to periodic review and revision

A substantial portion of the total construction program
is related to the system's 3.52% joint-ownership interest
in the Seabrook nuclear units. This project, being con-
structed in Seabrook, N.H. with Public Service Company
of New Hampshire (PSNH) as its lead participant, 1s de-
signed to provide approximately 81 megawatts of capac
ity to the system. The project has experienced numerous
delays due to regulatory, legal and other problems
resulting in significant increases in cost estimates. In
November 1982, PSNH announced a change in the
estimated cost of the project from $3.56 billion to $5.24
billion, and projected December 1384 and July 1987 as
the in-service dates for Units 1 and 2, respectively

On March 1, 1984, updated cost and completion date
schedules were reviewed at a meeting of joint-owners
These schedules projected in-service dates of July 1986
and December 1990 for Units 1 and 2, respectively, and
a total project cost of $2 billion. This increased estimate




was largely a result of the extendad timetable required
or the completion of the units. Approximately one-half of
the $9 billion estimate relates to each unit and is based on
a continuation of reduced construction activi.,y on Unit 2
until fuel is loaded in Unit 1. Different costs have been
estimated by the project architect/engineer and others
The joint-owners have decided not to accept any new
estimates until the management of PSNH can compiete
an analysis designed to reduce both the time schedule
and related costs. This analysis should be completed
within the next two months. Based on the above in-
service dates and costs our system's interest will cost ap
proximately $295 million, including AFUDC and nuclear
fuel. At December 31, 1983, the system had incurred
$119.3 million for its share of the project

Each of the Seabrook participants and regulatory
bodies which have considered the matter to date favor
prompt completion of Unit 1. However, in September
1983, the Seabrook participants voted unanimously to
reduce construction on Unit 2 to the lowest feasible leve
until fuel loading for Unit 1 occurs. Certain participants
(not including the system), either on their own volition or
In response to suggestions or orders from their 'e;;u ators
have been attempting unsuccessfully to sell some or a
of their interest in the Seabrook Units or have been seek
ng mothballing or cancellation of Unit 2 because of con
cern by the participants or their regulators as to
creases in its projected costs, delays in scheduled com
pletion and their own need for its power. At the March 1
1984 meeting the joint-owners voted down a proposed
resolution to cancel Unit 2. Participants holding 41.8% o
the project (including PSNH's 35.57% ) voted agains
cancallation, 39.9% voted for cancellation and 18.3%
abstained. An affirmative vote of 80% of the ownership

interest is required to cancel the unit

Should Unit 2 be cancelled now, the s,ster'* s invest
ment and related future costs would amount to approx
imately $35 million. Completion of the Seabronk Uniis will
n any event be dependent unon a number of factors, in

cluding the continuea ability of PSNH and other partic-
pants to finance their respective shares of project costs
Costs associated with Seabrook Units 1
ject to a Capacity Acquisiton Agreement between Cana
Electric and ts customers, Commonwealth Electric and
C actric. This Agreement, which has been ac-
epted for filing as a rate schedule by FERC, entities Canal
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