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Seabrook Station
Guarantees of Payments of Deferred Premiums

Pursuant to 10CFR 140.21(e) and 10CFR 50.71 (b), FPL Energy Seabrook, LLC, on behalf of the
licensees named in Facility Operating License NPF-86, provides the Annual Reports for 2003.
The Annual Reports demonstrate the collective ability of the licensees to meet their obligation
for payment of deferred premiums.

Annual Reports for 2003 (containing certified financial statements) are enclosed for the
following:

. FPL Group (for subsidiary FPL Energtheabrook)
e  Massachusetts Municipal Wholesale Electric Company
e  Hudson Light and Power Department
Taunton Municipal Lighting Plant (0.07% Ownership) has not completed its certified financial

statements for 2003. The 2003 statements are anticipated to be completed by the end of March
and will be submitted at that time. Taunton’s 2002 certified financial statements are enclosed.
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an FPL Group company
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Should you have any questions regarding this matter, please contact Mr. James M. Peschel,
Regulatory Programs Manager, at (603) 773-7194.

Very truly yours,

FPL Energy Seabrook, LLC

W@ﬂ /PJ

ar E. Wamer
e Vice President

cc: (without enclosures):

S. J. Collins, NRC Region I Administrator

V. Nerses, NRC Project Manager, Project Directorate 1-2

G. T. Dentel, NRC Senior Resident Inspector

Mr. Anthony J. Monteiro, Manager Hudson Light and Power

Mr. Joseph M. Blain, Manager Taunton Municipal Lighting

Mr. Joseph O. Roy, Manager of Operating Projects, Massachusetts Municipal Wholesale
Electric Co.

Mr. John J. Aubrecht, Business Manager, FPL Energy, LLC

cc: (with enclosures):

U. S. Nuclear Regulatory Commission
Director of Nuclear Reactor Regulation
One White Flint North

11555 Rockville Pike

Rockville, Maryland 20852-2738
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Grant Thornton &

Accountants and Business Advisors

Report of Independent Certified Public Accountants

Municipal Light Commission
of the City of Taunton
Taunton, Massachusetts

We have audited the accompanying balance sheets of the Taunton Municipal Lighting Plant (a
department of the City of Taunton) as of December 31, 2002 and 2001, and the related statements of
operations, retained earnings and cash flows for the years then ended. These financial statements are the
responsibility of the Plant's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

Except as discussed in the following paragraph, we conducted our audits in accordance with
auditing standards generally accepted in the United States of America. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe
our audits provide a reasonable basis for our opinion.

As discussed in Note G to the financial statements, the Plant records pension expense based on
a formula determined by the City of Taunton, whereas generally accepted accounting principles require the use
of actuarial methods in determining annual pension expense and certain disclosures required by the
Governmental Accounting Standards Board relating to pensions have been omitted. The effect on the financial
statements of not using actuarial methods has not been determined.

In our opinion, except for the effects of such adjustments noted in paragraph three above, if any,
as might have been determined to be necessary had we been able to determine the effects of not using actuarial
methods in determining pension expense and the omission of certain pension plan disclosures required by the
Governmental Accounting Standards Board on the 2002 and 2001 financial statements, the financial statements
referred to above present fairly, in all material respects, the financial position of the Taunton Municipal
Lighting Plant as of December 31, 2002 and 2001, and the results of its operations and its cash flows for the
years then ended in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note A (13) to the financial statements, the accompanying 2001 financial

statements have been restated.

Boston, Massachusetts
March 12, 2004

226 Causeway Street
- Boston, MA 021142155
T 617.723.7900
F 617.723.3640
W www.grantthornton.com

. Grant Thornton LLP
US Member of Grant Thornton International



UTILITY PLANT - AT COST
Plant in service
Less accumulated depreciation
Net utility plant in service

Investment in Seabrook
Construction work in progress
Total utility plant

DEPRECIATION FUND (including certificates of deposit of
$2,000,000 and $4,000,000 in 2002 and 2001, respectively)

SICK LEAVE TRUST FUND

OTHER ASSETS
Investment in Hydro Quebec Project
Investment in Encrgy New England LLC
Due from Plant Retirement Trust

CURRENT ASSETS
Cash
Customer deposits
Accounts receivable — purchase power cost adjustment
Accounts receivable, less allowance for doubtful accounts of
$1,247,203 and $1,785,420 respectively
Accounts receivable Intemnet
Materials and supplies inventory
Prepaid expenses
Total current assets

RETAINED EARNINGS AND LIABILITIES

RETAINED EARNINGS
Appropriated retained eamings
Loans repayment
Construction repayment

Unappropriated retained earnings
Total retained eamings
LONG-TERM DEBT
COMMTIMENTS AND CONTINGENCIES

CURRENT LIABILITIES
Accounts payable
Customer deposits
Current maturities of long-term debt
Accrued liabilities
Sick leave
Pension fund
Vacation
Interest
Payment in lieu of taxes
Purchased power cost adjustment
Payroll
Other
Total current liabilities

Taunton Municipal Lighting Plant
BALANCE SHEETS

ASSETS

The accompanying notes are an integral part of these statements.
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December 31,

2002 2001 __
(As Restated)
$133,696,577 $129,804,846
90,809,996 87,548,060
42,886,581 42,256,786
2,132,515 2,260,028
8509374 5867215
53,528,470 50,384,029
3,187,512 5,694,715
5,050,959 5,130,468
280,959 265,396
365,057 431279
719,606 689,138
6,822,896 4,270,322
1,172,188 872,850

- 1,592,572
5,782,314 4,933,255
100,832 81,794
2,785,609 5,791,430
1,129,123 1,386,856
17,792,962 18.929.079
5.80,925,525 $.81,524,104
$ 25,852,000 $ 24,387,000
32434 32,434
25,884,434 24,419,434
30,845.397 33,113.370
56,729,831 57,532,804
5,690,032 7,278,386
7,243,764 5,912,270
751,877 554,626
1,585,000 1,465,000
5,169,328 4,990,781
983,353 954,418
845,881 806,099
336,966 347,474
1,250,000 1,250,000
25,000 25,000
194,126 254,092
120,367 153.154
18,505,662 16712914
$.80,925,525 $.81.924,104



Taunton Municipal Lighting Plant

STATEMENTS OF OPERATIONS

Operating revenues
Sales of electricity

Commercial and industrial
Residential
Sales for resale
Municipal
Other revenue
Discount given

Internet operating loss - net
Total operating revenues
Operating expenses
Power production
Transmission and distribution
Customer accounting
Administrative and general
Depreciation and amortization
Nuclear expense
Total operating expenses
Eamings from operations
Other expense (income)
Interest expense
Interest income
Other expense (income)
Total other expense (income)
Earnings before provision for payment in lieu of taxes

Provision for payment in lieu of taxes

NET (LOSS) EARNINGS

The accompanying notes are an integral part of these statements.
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Years ended December 31,

2002 2001
(As Restated)
$32,985,363  $32,888,541
21,826,683 21,467,465
4,699,166 4,978,498
3,152,746 3,025,182
280,322 450,638
(1,721,230)  (1.611.998)
61,223,050 61,198,326
37.502 26,982
61,260,552 61,225,308
40,576,357 39,208,847
6,680,094 6,264,538
2,260,871 1,583,243
5,374,861 4,994,408
3,791,872 5,121,803
287,256 229,175
58,971,311 57.402,014
2,289,241 3,823,294
624,724 748,650
(56,993) (267,824)
24.483 (724.976)
592,214 (244.150)
1,697,027 4,067,444
2,500,000 2.430.000
§__(802,973) §_1,637,444



Taunton Municipal Lighting Plant
STATEMENTS OF RETAINED EARNINGS

Years ended December 31, 2002 and 2001

Appropriated
Retained Earnings Unappropriated
Loan Construction Retained
Repayment Repayment Eamings
Balance at December 31, 2000 - as previously
reported $23,037,000 $32,434 $34,528,633
Less: prior period adjustment
(see Note A (13)) - - (1,702,707)
Balance at December 31, 2000 - as restated 23,037,000 32,434 32,825,926
Transfer for bond repayment 1,350,000 - (1,350,000)
Net eamnings - as previously reported - - 2,625,026
Less: prior period adjustment
(see Note A (13)) - - (987.582)
Net earnings - as restated - - 1,637,444
Balance at December 31, 2001 - as restated 24,387,000 32,434 33,113,370
Transfer for bond repayment 1,465,000 - (1,465,000)
Net loss - - (802.973)
Balance at December 31, 2002 $25,852,000 $32.434 $30,845,397

The accompanying notes are an integral part of these statements.
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Taunton Municipal Lighting Plant

STATEMENTS OF CASH FLOWS

Increase (Decrease) in Cash and Cash Equivalents

Cash flows from operating activities:
Net (loss) earnings
Adjustments to reconcile net (loss) earnings to net cash
and cash equivalents provided by operating activities:
Depreciation and amortization
Amortization of bond premium
Equity in losses of Seabrook investment

Equity in losses (income) of Energy New England LLC investment

Equity in income of Hydro Quebec

Change in assets and liabilities:
Decrease (increase) in accounts receivable
Increase in accounts receivable Internet
Increase in due from Plant Retirement Trust
Decrease (increase) in inventory
Decrease in prepaid expenses
Increase in accounts payable
Increase in customer deposits
(Decrease) increase in accrued liabilities

Net cash provided by operating activities
Cash flows from investing activities:
Additions to utility plant, net of disposals
Maturity of certificates of deposit — depreciation fund
Decrease in Sick Leave Trust Fund
Net cash used in investing activities
Cash flows from financing activities:
Payment of long-term debt, representing net cash
used in financing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Years ended December 31,

2002 2001
(As Restated)
$ (802,973) $ 1,637,444
3,791,872 5,121,803
(3,354) (3,354)
127,513 149,965
60,222 (216,201)
(15,563) -
743,513 (240,826)
(19,038) (27,419)
(30,468) (13,422)
3,005,821 (4,042,712)
257,733 352,047
1,331,494 1,078,149
197,251 106,192
144,003 1,342,718
8.794.026 5.244 384
(7,063,826) (6,009,186)
- 2,000,000
79.509 76,440
(6,984.317) (3,932,746)
(1,465.000) (1,350,000)
344,709 (38,362)
10,837,887 10,876,249
$11,182,596 $10 887



Taunton Municipal Lighting Plant

STATEMENTS OF CASH FLOWS - CONTINUED

Years ended December 31,

2002 2001
(As Restated)
Cash and cash equivalents at end of year is reflected on the balance
sheets as follows:
Depreciation fund (exclusive of long-term investments) $ 3,187,512 $ 5,694,715
Cash - operating 6,822,896 4,270,322
Cash — customer deposit 1,172,188 872,850

$11,182,596 $10,837,887

Supplemental Disclosure of Cash Flow Information:

Cash paid during the year for interest $ 635232 $ 793,650

The accompanying notes are an integral part of these statements.
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Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS

December 31, 2002 and 2001

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of Taunton Municipal Lighting Plant's (the "Plant") significant accounting policies
consistently applied in the preparation of the accompanying financial statements follows.

1. Nature of Business

The Plant is a regulated municipal electric utility located in Taunton, Massachusetts. The Plant
operates as an enterprise fund of the City of Taunton, Massachusetts, and produces, purchases and
distributes electricity to approximately 33,000 customers in the City of Taunton and the
surrounding areas. The Plant also operates an internet access business unit and provides services
to approximately 3,500 customers.

The Department operates within the electric utility industry which is currently undergoing
significant restructuring and deregulation. In 1996, the Massachusetts Department of
Telecommunications and Energy (“DTE”) issued an electric industry restructuring plan, and the
Massachusetts legislature created a special committee on electric industry restructuring. The
financial impact the resultant changes in the industry will have on the Department is not yet
known.

2. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Estimates relating to the allowance for doubtful accounts and contingencies (see note F) represent
the significant estimates included in the financial statements. Management bases their estimates
of these items on historical experience, specific identification and future expectations.

3. Rates

The Plant is under the charge and control of the Municipal Light Plant Commissioners in
accordance with Chapter 164, Section 55 of the General Laws of the Commonwealth of
Massachusetts. Electric power is both produced and purchased and is distributed to customers
within their service area. The rates charged by the Plant to its customers are filed with the
Department of Telecommunications and Energy (“DTE”) (formerly the Massachusetts



Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Department of Public Utilities) and are subject to Chapter 164, Section 58 of the General Laws,
which provide that prices shall be fixed to yield not more than 8% per annum on the cost of the
plant after repayment of operating expenses, interest on outstanding debt, the requirements of any
serial debt and depreciation.

. Depreciation

Pursuant to the DTE regulations, depreciation is calculated as a percentage of depreciable
property at January 1. Depreciation is computed using a rate of 4% of the cost of depreciable

property.

Depreciation Fund cash is used in accordance with state laws for replacements, enlargements and
additions to the utility plant in service.

. Pension Plan

Substantially all employees of the Plant are covered by a contributory pension plan administered
by the City of Taunton in conformity with State Retirement Board requirements (see note G).

. Inventory

Materials and supplies inventory is carried at cost, principally on the average cost method.

. Sick Leave Trust Fund

The Plant established a Sick Leave Trust Fund ("Trust") in 1982 for the financing of future sick
leave payments. It is the Plant's intention that the Trust be funded to the extent of the Plant's sick
leave liability and that future sick leave expense will be paid by the Trust once full funding is
achieved. Full funding was achieved in 1999. The assets of the Trust are shown in the financial
statements to provide a more meaningful presentation, as the assets of the Trust are for the sole
benefit of the Plant.

In March 1997, the Governmental Accounting Standards Board issued Statement No. 31,
“Accounting and Financial Reporting for Certain Investments and for External Investment Pools”
(“GASB 31”). Under GASB 31, investments are required to be reported at fair value in the
balance sheet, and investment income, including changes in fair value of investments, is required
to be recognized as revenue in the operating statement. The provisions of GASB 31 were
adopted retroactively.

10



Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
Realized gains and losses, and declines in value are included in the statements of operations.
Net investment income for the Trust was approximately $217,000 and $239,000 in 2002 and
2001, respectively. The net (income) expense for sick leave was approximately $742,000 and

$439,000 for the years ended December 31, 2002 and 2001, respectively.

8. Deferred Fuel Costs/Rate Stabilization

The Plant's rates include a Purchased Power Cost Adjustment (PPCA) which allows an
adjustment of rates charged to customers in order to recover all changes in power costs from
stipulated base costs. The PPCA provides for a quarterly reconciliation of total power costs billed
with the actual cost of power incurred.

9. Investment in Seabrook

The Plant's Investment in Seabrook represents a 0.10034% joint ownership share. The Plant
records annually depreciation computed at 4% of the initial investment in Seabrook. The Plant's
percentage share of new plant additions are capitalized and their share of operating and
maintenance expenses, and decommissioning expenses (sec note C) are charged against earnings.

10. Cash Equivalents

For purposes of the Statement of Cash Flows, the Plant considers certificates of deposit with
maturities of three months or less to be cash equivalents.

11. Internet

Revenue and expense for this business unit is presented in internet operating (loss) revenues in
the statement of operations. The business unit leases certain assets from the Plant. For the years
ended December 31, 2002 and 2001, other operating revenue for the Plant and internet expense
includes approximately $106,000 and $77,000, respectively, relating to this Jease.

This venture generated revenues of approximately $1,117,000 and $1,100,000 for the years ended

December 31, 2002 and 2001, respectively. Expenses were approximately $1,087,000 and
$1,072,000 for the same periods.

11



Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

12. Reclassifications

Certain reclassifications have been made to the 2001 financial statements in order to conform

with current year’s presentation.

13. Restatement

In 2002, the Plant became aware of certain accounting errors and misstatements resulting
mainly from purchased power invoices and other vendors invoices relating to 2001 and 2000
operations that were not recorded accordingly. Additional adjustments in 2001 and 2000 are
mainly due to reconciliation adjustments to accounts payable, recognition of sale of fuel
efficiency credits and amortization of certain prepaid expenses. These restatements resulted in
reduction of net earnings of $987,582 and $1,702,707 in 2001 and 2000, respectively. The
Plant conducted an inquiry and further review of these errors and misstatements. As a result of
this process, the Plant, by means of this report, is restating its previously issued financial

statements for the year ended December 31, 2001.

The following table reflects the net increase (decrease) of the restatements:

ASSETS
Accounts receivable, net allowance for doubtful accounts
Prepaid expenses

RETAINED EARNINGS AND LIABILITIES
Accounts payable
Unappropriated retained eamnings

Total operating revenues
Total operating expenses
Earnings from operations
Other expenses

Net earnings

12

December 31, 2001

$465,000
(112,000)

$353,000

$3,043,289
(2.690,289)

$_353,000

Year ended
December 31, 2001

$ 27,056
(952.582)
(925,526)

(62,056)

$(987,582)



Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Years ended December 31,

2001 2000
Net earnings, as previously reported $2,625,026 $2,120,068
Prior period adjustment (987,582) (1.702,707)
Net earnings, as restated $1,637,444 $_417,.361

NOTE B - CASH AND CERTIFICATES OF DEPOSIT

The Plant's cash is deposited with the City of Taunton Treasurer who commingles it with other City
funds. The City invests the cash and credits the Plant each year with interest earned on the cash deposits.

Cash, certificates of deposit deposited and short term investments with the City of Taunton consists of the
following at December 31:

2002 2001

Interest bearing pooled funds including restricted customer

deposits of $1,172,188 and $872,850, respectively $ 9,182,596 $ 6,837,887
Certificates of deposit with rates of 2.55% maturing

February 2002 - 2,000,000
Certificates of deposit with rates of 2.00% maturing

January 2003 2,000,000 -
Certificates of deposit with rates of 3.00% maturing

January 2002 - 2,000,000

$11,182,596  $10,837,887

Cash, certificates of deposit and short term investments at December 31, is reflected as follows:

2002 2001
Depreciation Fund - capital additions and replacements $ 270,705 $ 1,888,108
Depreciation Fund - Major overhaul 567,318 327,318
Depreciation Fund - Unit 9 principal and interest 1,620,805 2,750,605
Depreciation Fund - other 728,684 728,684
Cash — including operating and rate stabilization fund 6,822,896 4,270,322
Customer deposit - principal and interest fund 1,172,188 872.850

$11,182,596  $10,837,887
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Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE B - CASH AND CERTIFICATES OF DEPOSIT - Continued

Certain cash amounts have been designated as restricted for the purpose of a rate stabilization fund.
This fund is designated to offset potential future customer rate increases.

NOTE C - INVESTMENTS
The Plant is a 0.10034% joint owner of the Seabrook New Hampshire Unit 1.
The joint owners of Seabrook have established a Decommissioning Fund that is currently held by a
Trustee. The Plant's share of the estimated decommissioning liability is approximately $556,000 as of
January 1, 1998 (the most current valuation date). The Plant is currently contributing, based on a present

value formula, $1,808 per month over 25 years.

Energy New England

In 1998, the Plant, in conjunction with the Reading Municipal Light Department, the Braintree
Electric Light Department and the Connecticut Municipal Electric Energy Cooperative, formed a new
cooperative, Energy New England LLC, as allowed under Chapter 164 of the General Laws of the
Commonwealth of Massachusetts. Each founding system invested $500,000 in order to initially fund
the new corporation. Energy New England is an energy and energy services cooperative established
to assist publicly owned entities to ensure their continued viability in the newly deregulated wholesale
electric utility markets and to strengthen their competitive position in the retail energy market for the
benefit of the municipal entities’ customers. Energy New England functions as an autonomous,
entrepreneurial business unit that is free from many of the constraints imposed on traditional
municipal utility operations. Each founding member has one seat on the Board of Directors along
with three outside Directors. Energy New England commenced the management of the founders
power supply operations in the newly restructured NEPOOL wholesale markets as of May 1, 1999.
The Plant records this investment under the equity method. Included in other expense (income) is
approximately $66,000 and $(216,000) of income for the years ended December 31, 2002 and 2001,
respectively, representing the Plant’s share of Energy New England’s net (income) losses.

On January 15, 2003, Reading Municipal Light Department gave notice to withdraw from the
cooperative effective after a year.

14



Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE D - LONG-TERM DEBT

Long-term debt is comprised of the following bonds:

2002 2001
Electric Loan Act of 1969

Interest rate - 8%, interest payable February 1 and
August 1, due serially to February 1, 2006 $7,265,000 $8,730,000
Unamortized premium 10,032 13,386
7,275,032 8,743,386
Less current maturities 1,585,000 1,465.000
Total long-term debt $5,690,032 $7,278,386

Aggregate maturities of long-term debt at December 31, 2002, are as follows:

2003 $1,585,000
2004 1,750,000
2005 1,890,000
2006 and thereafter 2,040,000
$7.265,000

NOTE E - CONTRIBUTION IN LIEU OF TAXES

The Plant contributed $2,500,000 and $2,430,000 in 2002 and 2001 to the City of Taunton in lieu of

taxes. All contributions to the City are voted by the Municipal Light Commission.

NOTE F - COMMITMENTS AND CONTINGENCIES

Hydro-Quebec Agreement

In 1988, the Plant entered into an agreement with the Massachusetts Municipal Wholesale Electric
Company and other New England Utilities to support the operation of a transmission line to permit the
interchange of electricity between such utilities and Hydro-Quebec Electric Corporation
(HydroQuebec). In connection with the agreement, the Plant advanced approximately $800,000 toward
development of the project of which approximately $450,000 was returned after the project had
obtained financing. In 1991, the Hydro Quebec project was completed. Upon completion of this

15



Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE F - COMMITMENTS AND CONTINGENCIES - Continued

project, each participant received stock in the New England Hydro Transmission Electric Company and
The New England Hydro Transmission Corporation proportional to their advances. The investment is
being accounted for on the cost basis. The stock received is not readily marketable, but gives the holder
rights to purchase power at a percentage of the fossil fuel rate.

During the years ended December 31, 2002 and 2001, the Plant received dividends from the above
noted companies of approximately $42,000 and $37,000, respectively.

Power Contracts

The Plant has commitments under long-term contracts for the purchase of electricity from various
suppliers. These wholesale contracts are generally for fixed periods and require payment of demand
and energy charges. The total costs under these contracts are included in purchased power in the
statements of operations and are normally recoverable in revenues under cost recovery mechanisms
mandated by the Commonwealth of Massachusetts. The status of these contracts is as follows:

2002 KW Contract Estimated Annual
Unit Fuel Type Entitlements End Date Minimum Payments
Fuel - Unspecified (fixed price contract) 10,000 2005 $5,986,000
Fuel - Methane 3,800 2016 2,784,000
Fuel - Methane 6,650 2019 3,815,000
Fuel - Methane 6,700 2019 2,800,000
Fuel - Methane 1,630 2016 811,000

Litigation and Other Matters

1. The Plant has a contract with Vermont Yankee and certain of its Sponsors for 0.4602 percent of the
output of the Vermont Yankee Plant.

On June 22, 2000, the Department and the 21 Municipals filed a complaint with FERC, in which

they asserted that they were entitled to refunds for transaction costs incurred in the sale of the
Plant and for certain decommissioning contributions.

16



Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE F - COMMITMENTS AND CONTINGENCIES - Continued

In the fall of 2001, Vermont Yankee informed the Plant and the other purchasers that it had
‘entered into a new contract for the sale of the Vermont Yankee plant to Energy Nuclear Vermont
Yankee. Prior to new filings being made at the FERC for approval of this proposed transaction,
the Plant and the other purchasers entered into negotiations that produced an agreement pursuant
to which the Plant and the other purchasers agreed not to contest the plant sale in exchange for
early termination of their Vermont Yankee contracts as of February 28, 2002. Absent that
agreement, the contracts would have remained in effect through November 30, 2002. Notices of
cancellation of the Vermont Yankee contracts for the Plant and the other purchasers were
submitted to FERC on December 7, 2001, and accepted by FERC order dated February 26, 2002.
In 2002, the Vermont Yankee contracts were terminated.

2. The Plant is involved in various legal matters incident to its business, none of which is believed by
management to be significant to the financial condition or the results of operations of the Plant.

3. The Plant is also involved in proceedings relating to environmental matters. Although it is difficult
to estimate the liability, if any, of the Plant related to these environmental matters, the Plant
believes that these matters will not have a material adverse effect upon its financial condition or the
results of operations.

4. The Plant has a program for insurance coverage provided by the Massachusetts Municipal Utility
Self-Insurance Trust Fund (“Trust”). The insurance coverage provided by the Trust is in excess of a
$50,000 self retention up to a maximum of $500,000 per occurrence. Additionally, coverage for
certain environmental claims is provided by the Trust through a separate policy for which the plant
is responsible for a $50,000 self-retention and the Trust covers the next $50,000.

NOTE G - PENSION PLANS

The Plant contributes to the City of Taunton Retirement System (the “System”), a public employee
retirement system that acts as the investment and administrative agent for the City. All full-time
employees participate in the System.

Instituted in 1937, the System is a member of the Massachusetts Contributory System and is governed by
Massachusetts General Laws Chapter 32. Membership in the System is mandatory upon the
commencement of employment for all permanent, full-time employees.

The System provides for retirement allowance benefits up to a maximum of 80% of a member's highest
three-year average annual rate of regular compensation. Benefit payments arc based upon a member's
age, length of creditable service, level of compensation and group classification.

17



Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE G - PENSION PLANS - Continued

Members of the System become vested after 10 years of creditable service. A retirement allowance may
be received upon reaching age 65 or upon attaining twenty years of service. The System also provides for
early retirement at age 55 if the participant (1) has a record of 10 years of creditable service, (2) was on
the City's payroll on January 1, 1978, (3) voluntarily left City employment on or after that date, and (4)
left accumulated annuity deductions in the fund. Active members contribute either 5%, 7%, 8%, or 9%
of their regular compensation depending on the date upon which their membership began. The System
also provides death and disability benefits.

The System does not make a separate measurement of assets and the pension benefit obligation for the
Plant. The pension benefit obligation is a standardized disclosure measure of the present value of pension
benefits, adjusted for the effects of projected salary incrcases and step-rate benefits, estimated to be
payable in the future as a result of employee service to date. The measure is intended to help users assess
the funding status of the System on a going-concern basis, assess progress made in accumulating
sufficient assets to pay benefits when due, and make comparisons among employers. The measure is the
actuarial present value of credited projected benefits and is independent of the funding method used to
determine contributions to the System. As of January 1, 2002 (the most current valuation date), the
Plant’s unfunded actuarial accrued liability is approximately $17,152,000.

The Plant has established a separate Employees Retirement Trust Fund (“Trust Fund”) for the financing
of future pension payments. The market value of the net assets at December 31, 2002 and 2001 was
approximately $12,016,000 and $13,593,000, respectively. These funds are invested in money market
funds, fixed income securities including government and corporate bonds and other equity securities.
The Plant has made no contributions to the Trust Fund in 2002 and 2001.

The Plant receives from the Trust Fund, over the next twenty-eight years, an amount equal to one
hundred percent of the annual amortization of the unfunded pension liability.

The following represents the components of the Plant's recorded pension expense:

December 31,
2002 2001
Contributions to the System $1,942,277 $1,890,456
Contributions from the Trust Fund 1,384.609) (1.340,718)
Recorded pension expense $_557,668 $_549,738
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Taunton Municipal Lighting Plant
NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 31, 2002 and 2001

NOTE G - PENSION PLANS - Continued

Prior to 1993, the System's funding policy for the participating entities was not actuarially determined.
The participating entities were required to contribute each fiscal year an amount approximating the
pension benefits (less certain interest credits) expected to be paid during the year ("pay-as-you-go"
method). Effective for fiscal year ends 1993 and beyond, the System has removed the "pay-as-you-go"
method and will amortize the unfunded pension benefit obligation over thirty-two years. This change has
been approved by Public Employees Retirement Association.

Accounting standards require certain related disclosures be made including the components of pension
costs and the funded status of the System. The effect of omitting such disclosure on the accompanying
financial statements has not been determined.

NOTE H - POST EMPLOYMENT BENEFITS

In addition to the pension benefits described in note G, the Plant provides post employment health care
benefits to retirees that meet certain requirements. Retirees of the Plant under age 65 are eligible for the
same health benefits as active employees, while retirees over the age of 65 are eligible for MEDEX. The
costs of the benefits provided to retirees are bomne 75% by the Plant, and 25% by the retirees.

The Plant is charged their prorata portion of the "pay-as-you-go" cost of benefits based on an allocation

by the City done annually. For 2002 and 2001, the costs allocated to the Plant were approximately
$486,000 and $599,000, respectively.
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ABILITY TO..

DELIVER VALUE

Dear Shareholders:

In 2003, FPL Group again showed thar ic
has the strategies. attributes and top-notch team
needed to address successfully the challenges and
opportunities of our dynamic, evolving industry.

Continuing a long-term trend, our financial
performance for 2003 was strong,

» FPL Group provided 2 13 pescent total
sharcholder return for che year, which enabled us
to continue to outperform our peers and industry
when viewed aver the last rwo-year and five-year
periads (sec chart on page 4).

» Net income, using generally accepred acrounting

principles (GAAP), reached $890 million or $5.00

per share in 2003, compared wich $473 million or
2.73 per share in 2002,

» On an adjusted basis, FPL Group's 2003 carnings
would have been $871 million or $4.89 per share,
compared with $831 million or $4.80 per share in
2002. (Sce page 1 for a reconciliation of net income
to adjusted earnings and earnings per share to
adjusted eamnings per share)

» FPL Group’s management uses adjusted earnings
internally for financial planning. for reporring of
results to the board of direcrors and for the
company’s incentive plan, The company also uses
djusted earnings when icating its eamnings
Took to '1 and i Manag
believes that adjusted eamings provide 2 more
meaningful representation of FPL Group's
fundamental camings power.
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» Net income for Florida Power & Light Company, our

largest business and one of the narion's top-performing
utilities, increased to $733 million in 2003 from $717
million in 2002, resuking in eamings per share contributions
of $4.12 in 2003 and $4.14 in 2002. This solid
performance was due primarily to continued strong growth
in customer accounts and usage per customer as well as
outstanding operations and maintenance cost performance.

FPL GROUP COMPARATIVE
TOTAL SHAREHOLDER RETURN

Two-year return 01/01/02 = 12/31/03

0% S&P 500 Index
«1% Dow Jones Utititles Index

Five-year retum 01/01/89 = 12/31/03

[ ~3% S&P 500 Index
B 4% Dow Jones Utliities index

» Net income on a GAAP basis for FPL Energy, our
tholesale energy subsidiary operating outside of Florida,
was $194 million in 2003 or $1.09 per share, compared
with a loss of $169 million or negative $0.97 per share
in 2002, On an adjusted basis, FPL Energy’s earnings
would have been $175 million or $0.98 per share,
compared with $126 million ot $0.73 per share for
2002. (See page ! for a reconciliation of net income
to adjusted eatnings and earnings per share o adjusted
earnings per share) Factors contriburing to FPL Energy’s
strong perfc included: inued efficient,
low-cost operations; portfolio addirions, including nearly
1,000 megawatts of new wind power aperations; strong
petformance at, and the full-year impact of owning
the majority interest in, the Seabrook Station nudear
power planc; and ongoing asset optimization activities,

Employing the “sustainability” concept

At FPL Group, we approach our business with
a long-term view, One of the ways we've chosen to

ge and our progress and continue our

rrack recond of cunsistently growing earings is by
employing the concepr of “sustainabiliry.”

Ac its core, inability d d
atrention ro, and excellence in, three key areax: economic

biliry, envi ! dship and social

responsibility. While our primary emphasis is on
economic accountability and, in particular, growing
shareholder value, we recognize thar, to ensure sharcholder
value creation over the long term, we must also succeed
in meeting our environmental and social responsibilities.

As with the ecosy featured throughout this
report, our busincsses must survive and thrive amidsta
variery of external constiruencics and forces, Like those
ecosystems, we strive at least for a peaceful coexistence
with others and 2 fty beneficial relacionship if
possible. We are constantly taking actions, farge and
small, to protect, enhance and sustain our long-term
health and viabilicy.

Following is a review of many of our strengths.
acrivities and strategies, using the three elements of this
sustainabiliry concept as a framework,

Economic accountability
FPL Group continues to achicve strong financial
performance and grow sharcholder value.

We have a strong balance shect, strong eredit
ratings, good cash flow and a disciplined approach to
deploying capiral. We belicve our financial strength
and discipline differentiate us from most of our peers
and are strong competitive advantages,

During the course of the yar, we raised $3.3 billion
in the capital markets and through bank transactions,
enabling us to meet external capital requirements,
refinance existing high-cost debt, significantly extend
our debt ity profile, improve liquidity and
simultaneously reduce our aggregate cont of funding.
Included in these transactions were the first-cver capital
markers financing of wind projects and a bank financing
of narural gas-fired power plant under construcrion.
Both of these financings were recognized by various
project finance publications as cusstanding transacrions
within the industry and received Deal of the Year honors
in several categories. Our financing activities were all
consistent with the plans we have previously described
and helped us maintain our very strong credit ratings,

Both of our major businesses had outstanding years
in 2003,

» FPL benefited from rates of growth in our customer
base and in electric usage per customes that are among
the highest of any electric urility. We continued
outstanding operational and cost perfunnance that places
us among the best in our industry. We added more than
1,400 megawatts of generation capacity and expanded

our infrastructure to meet growing demand, and we
further improved the reliability of our clectric system.
Our two nuclear unics at St. Lucie were granted 20-yeae
license extensions by the Nudlear Regulatory Commission.

4 Ar FPL Energy. de:pne . difficule business
env we ¢ d to capitalize on our
strengths and grow the business. We added nearly 3,000
megawarts of natural gas-fired generation with project
addirions in New York, Alabama, Texas and California.
We grew our world-leading wind portfolio by nearly
1.000 megawates. We completed 490 days of continuous
peration and a record refucling outage at our Seabrook
Station nuclear pwer plant in New Hampshire,
We continued o add value and reduce risk by actively
hedging our merchant portfolio.

I've said many rimes that one of the hallmarks
of FPL Group and its high performance culrure is a
deeply-ingrained drive for continuous improvement,
We sre among the top decile or quartile perfc

Environmental stewardship

Clean encrgy is a major focus of our business
strategy. The vast majority of the power we generate
is derived from clean and renewable fuels. Amang the
capacity additions we broughe online in Florida this year
was a facility at Sanford that we “repowered” to replace
older oil-fired generating units with clean-bumning and
more efficient natural gas-fired units. We're the world
leader in wind power. We own and operate the rwo
largest solar ficlds in the world — and more than 20
hydropower facilities. In 2003 alone, we invested more
than $1.6 hillion in developing new sources of clean
and renewable energy. Through our new Sunshine
Energy program, FPL residential now have
an oprion to apply 2 small monthly premium o join
us in supporting cdleance clectricity generation, reducing
CO; emissions and helping build new rencwable
sources of electricity in Florida and surrounding stares.

Over the past decade, FPL Group voluntarily has
made significant reductions in plant emissions, Today,
our emissions rates of carbon dioxide, nitrogen oxide

on most key industry metrics. Even so, we regularly
benchmark our processes and performance against
the best of our peers and U.S. industry as 3 means for
identifying opportunirics for further improvements.
We mainrain a relatively low risk profile by focusing
i iding i other

on our core b and
companies have made in “trends of the day.” We
mitigate market risk by contracting a high percentage

of expected future power ourput and by hedging our
associated fuel requirements. We maintain a diverse

fuel mix at our utility, and at FPL Energy, we're well
diversified by grography as well as by fucl type.

Last yeat in my letres, 1 articulated my strong
personal commitment to unquestioned integrity and
reviewed a list of rangible actions we had taken to
uphold and further strengthen our outstanding record
of integrity and accountability in corporate governance
matters. Our company's corporate governance practices
are now ranked in the top 10 percent in out industry
and in the top 15 percent in the S&P 500 by Inmmnoml
Sharcholder Services, a leading independent app

and sulfur dioxide are among the lowest of companies
our size in the electric power industry. In November,
as 2 key element of our participation in EPA's Climate
Leaders program, we committed to reducing our
greenhouse gas emissions rate by 18 percent berween
2003 and 2008 compared to 2 2001 bascline. FPL
Group will achicve the 18 percent £ reduction thmugh
a variety of efforts, includi ing to eval
fuel switching and eﬁ'lamq lmpmwmcm opportunities
at FPLs fossil-fuel plants: improving the operating
efficiency of our Seabrook nuclear power plant and
increasing its output by about nine percent; building
of buying power from clean natural gas-fired generation
to offset older, less cfficient facilities; increasing
participation of FPL ¢ inmﬂgy gement
and conservation prog: i
of FPL Energy's world-lczdmg wind cnay portfolio:
and introducing the Sunshine Energy program I referred
to carlier in this letter. In addition, these actions will
posmon us well in the event that more stringene aie
T law,

Another rating ion, G Metrics
Interational, gave FPL Group 9.0 out of 10 possible
points, again placing us well sbave average as compared
to other U.S. companies and better than most energy
producers. As we do in all other areas of the company,
we will continue to review regularly our corporate
governance practices with a goal of raising the bar

even further on our practices and performance.

B

Social responsibility

First and foremost, we make cvery effort to ensure
the safety and security of our employees and those
who interact with our peuple, facilities and service.
Thanks to 2 major behavior-hased training program
and a safety-first mindset, safety performance across
our company is at an all-time high and is approaching




the best in our industry. Even one injury is one too
many, however, so we will stay vigilane.

‘The health of our workforce is both a human
issue and a business issue. Our employves have drawn
greac benefit from FPL WELL, our world-class healch,
wellness and fitness program. Health care cons continue
10 rise, however, and we're taking actions to limit
further increascs yet rerain quality health care services
for our employees.

At FPL Group, we value workplace diversity and
view it broadly to include educational background,
industry experience and length of service, as well as
more traditional measures like ethniciry and gender. The
divensity of our management team is quice impressive,
and we also have a strong supplier divensity program.

Social responsibility extends to collaborating with
envi J and iy groups on sensitive
issues. The growth in our service terricory presents
challenges in siting new facilities; despite using stareof-
the-art technology to construct and operate our facilitics,
people aren't always pleased that new electric system
infrastructure might be under consideration for their
neighborhood. That's why we conduct public outreach

prog; prior to ing new infr ture
improvements. While we can't always acoommodate
the expressed desires of ity members, we're

committed ro listening and to taking their concerns
into considerarion in our planning.

Clearly. the most impormant social responsibilitics
we have are providing a safe, reliable and low-cost supply
of electricity to all of our customers — along with
great customer service. The California efectricity crisis
of just (wo years ago and the August 14, 2003 blackout
in parts of the U.S, and Canada have demonstrated
just how imporrant a reliable electric system is to all of
us. We've invested more than $$ billion between 2000
and 2003 in our electric system infrastructure and plan
to invest more than $7 billion berween 2004 and 2008
to support projecred growth in our service territory and
ongoing reliability enhancements. In 2003, the averape
amount of time an FPL customer was wichout power —
2 key measure of relizbility — was less than half che
national average,

Winning top industry honors
We consider each of these three imperatives —
'

ic ac bilicy, envi ! scewardship
and social responsibility — in our daily decision
making and our Jong, strategy develor

This past year, we were defighted to be presented
with the 2003 Fdison Award, the electric power
industry’s highest honor, In announcing the awand, the
Edison Elearic Institute said, *FPL Group's winning
strategy clearly de that |
excellence and outstanding financial performance can
go hand in hand. FPL Group's success is emblemaric
of the ingenuity and vision that are the hallmarks of
our industry, Its Teadership and boldness, and the abiliry
to sec what fics ahead in a constandly changing industry,
are what set them apart.”

In December, Plats, the energy informartion and
marker services unit of The McGraw-Hill Companies,
presented FPL Group with a 2003 Global Energy Awand
as "Renewable Company of the Year” for our clean
energy portfolio.

2004 and beyond

Going forward, we have high expectations, sound
strategies and strong, tangible growth prospects. For
2004, we expect earnings per share for FPL Group in
the range of $4.95 o $5.20. This includes contributions
from FPL of $4.20 to $4.35 and $1.05 ¢o $1.20 from
FPL Energy, assuming normal weacher, as well 25 an
expecred negative impact from Corporate & Other
of $0.30 ro $0.35 per share, largely due to increased
interest expense, These ranges exclude the effect of
adopting new accounting standards and the mark-to-
market effect of non-qualifying hedges, neicher of which
can be determined ar this time. We expect to benefir
from continued growth in ¢ and uuge
at FPL, ongoing productivity imp at both
FPL and FPL Encrgy. the full-year impact of neady
1,000 megawarts of wind generation added in 2003,
and onguing asset optimization and risk g
activiries at FPL Energy. ‘

Overall, our corporate strategies call for supporting
continued growth at FPL and FPL Energy with a
balanced financing plan, investigating opportunities
that utilize our core strengths — those areas of the
company where we have demonstrated superior
performance — and financing new investments with
a balance of debe and equity.

We were disappointed that Congress did not pass
an energy bill in 2003. The bill was not perfect, but
did indlude a number of provisions that would have
been favorable to our company, including a wind encrgy
production tax credit. We are hopeful Congress wilt
take action early in 2004 on this bill or, at 2 minimum,
enact the wind production tax credit,

2004 PROJECTED EARNINGS CONTRIBUTION®

FPL Energy,

16%

*Exchutas eMect of sdopng new sccounting standerds a3 well
83 the mark-to-markei effact of non-quaiying hedges, neither
of winch can be detennanad of i hme

At a time when many companies are trying to
correct their past missteps and find new strategies
in a difficult business environment, FPL Group

inues to s sustainabiliry and it
value as a solid Jong-term investment,

Our base business is rock solid Operational
excellence and customer satisfiction are central 1o
our culture, and we enjoy regulatory subility in our
Florida service territory.

We have strong, tangible growth porential
FPL is among the largest and fastest-growing electric
utilitics in America. At FPL Energy. we fully expect to
achieve continued growth — particularly in wind energy.
assuming continued public policy supporc — and are
well positioned for the recovery of wholesale markers.

We have a modest risk profile. More than 80
percent of aur expected 2004 eamings will be generated
by Florida Power & Light and more than 90 percent
of the expected 2004 gross margin from our wholesale
generation fleet at FPL Energy is now protected from
fucl and power marker volatility. We're well diversified by
region and by fuel source. Our modest low-rick trading
business is focused almost exclusively on reducing risk
and exrracting maximum value from our assets. And
we believe our proactive approach to environmental
management has minimized our risk going forward
and is 2 sustainab! petitive advantag

We have the flexibility to pursme opportunities.
e have a solid balance sheet and strong cash flow.

Our culrure and values are conservative and
disciplined We avoid investing in “trends of the day.”
Integrity and accountability are at the very core of
our management philosophy.

On the strengrh of a carcfully developed strategy.
a team of very ualented employees and a i
to continually raise the bar on our performance, we
expect 2004 to be another yrar of solid financial and
openating performance for FPL Group, We are confident
it will also be a year in which we further enhance our
repuration as one of the best companies in our business
and continue to be a powerful investment.

Helping lead us roward these goals is a group
of ourstanding executives, Of note in 2003, Amando
Olivera.  talented leader with more than 30 years
of exy at our company, was named presids
of Florida Power & Light. Elected to the FPL Group
board of directors last year was Michael H. Thaman,
chairman of the board and chicf financial officer of
Owens Corning, a world leader in building materials
and composite syscems. Armando Codina and Willard
Dover retired as directors in 2003, and we thank them

for their years of dedicated service.
As always, we appreciate the support of you,
our shareholders, as we continue our onguing pursuit

of increasing sharcholder value,
0(@4( 7

Lewis Hay, 1T
Chairman, President and
Chief Execurive Officer

February 27, 2004




ABILITY TO..

CAPITALIZE ON

Florida Power & Light continued 1o demonstrate in 2003 the

distinguishing characteristics that make it one of the nation’s premier electric utilities

and a solid example of sustained success.

Among the facrors that set FPL apart from most
of its peers are continued strong growth, operational
excellence, superior cost performance and 1 constructive

eulsrory envi “This winning combinati
once again, allowed the pany to deliver
value to customers and FPL Group sharcholders.

"

Natlon's fastest-growing utility

In number of customers served, FPL is the narion’s
third largest investor-owned electric utility and among
the fastest growing, In 2003, the company’s average
number of accounts grew by more than 92,000, or 2.4
percent, to more than 4.1 million. It was the greatest
customer growth experienced by FPL since 1989, In
2004, customer growth is expected 1o be about the same.

Over the last three years, Florida’s rate of population
growth has been the highest among the nation’s largest
states, and its population has increased by narly one
million people. Six of the 10 fastest-growing metro areas
in the United States are in Florida, and half of those are
located in FPLs service cerritory.

Florida's increase in population has created & record
housing boom, representing more than {1 percent
of the nation’s housing starts in 2003, In addition o
being drawn by Florida's climate and quality of life,
residents are being artracred by new job opportunitics
in an increasingly diverse marker. In 2003, Florida’
job growth was the highest in the nation and greater
than that of the next four highest states combined.

The electricity usape of FPUs customers also
continued to rise in 2003, up 1.7 percent over the
previous year, Electricity usage by FPLs residential
customers is among the highest in the industry: In fact,
FPL now sells more renail kilowatt-hours than any other
utiliry in the U.S. In 2003, toral sales reached an all

time high of more than 103 million megawart-hours.
Since 1993, FPL has averaged annual total sales growth
of 3.6 percent compared to the most recently reported
10-yrar industry average of 2.4 percent.

Meeting Increased demands of growth
FPL is mecting the i dd & of ins
customers by adding to its gencration capaciry and
infrastructure, improving its operating performance
and enhancing customer Toyatry.
The utility added more than 1,400 megawarts
of generation during 2003, increasing the capability
of irs generating fleet to more than 19,000 megawarrs.
The additions included 314 megawatts from new
peaking units at the Fort Myers power plant and 957
megawatts from the repowering of Unit 4 at the Sanford
power plant. The utilicy’s toral generaring capabilicy —
including more chan 3.000 megawatrs of purchased
pawer — grew to more than 22,000 megawares.

STEADY CUSTOMER GROWTH
Aversge customar scoounts {miiffons)
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OPERATIONAL

EXCELLENCE

Construction also began on expansion projects at
FPLs Martin and Manatee power plant sites. The rwo
projects will add about 1,900 megawates of generation
in 2005 at an investmenc of over $1 billion. This
will provide enough power to meet the needs of
approximarely 400,000 new customers while helping
maintain a 20 percent reserve margin for all FPL
customers. Both projecrs are utilizing natural gas-fired,
combined-cycle generators that will be among the
cleancst and most cost-effective in the stare.

FPL also plans to build, subject to all pecessary
reviews and approvals, a 1,100-megaware natural
gas-fired plant at its existing Turkey Point plant site
south of Miami. The $600 million unit is expected
to begin operation in 2007 and will be capable of
providing enough clectricity to serve 230,000 homnes
and businesses. The Turkey Point expansion will
enable the company to add needed generation near
one of its major populicion growth centers.

The added generation was identified through s
long-term planning process thar has enabled FPL 1o
maintain an adequate supply of power while meeting
the challenge of continued growrh. Since the beginning
of this decade, the company has added more than 2,600
megawatts of generation at a cost of approximately $1.3
billion, Over the next four years, FPL expects to invest
more than $1 billion more in new penerating facilities.

GROWING FASTER THAN INDUSTRY AVERAGE
Cumulativa kilowutt-hour growth {percent}
50

s v gy
RTIRA oriat S AN O -l | 3 .
“Represents compound snaual growth rate theough periods shown
Source for industry: Energy information Administration
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In to adding g FPL has invested
more than $3.3 billion in its power delivery infrastructure
since 1998 and expects to spend approximarely $3.4
billion chrough 2008, The investment indudes several
major new transmission lines on both the southeast and
southwest Florida coasts.

Upgrading and adding to irs transmission capabilities
has helped FPL avoid rransmission-retated blackouts
such as that experienced throughout the Midwest and
the Northeasc in the summer of 2003. Further safeguards
against blackouts include the superior operations of FPUs
clectric system and the close cooperation of Florida’s
utilities regarding system security and operations. As a
peninsula, Florida has few inter-connections ounide the
seate, which makes it casier for FPL and other utilities to
monitor and control the flow of clectricity in the state.

Continued high performance

One of the hallmarks of FPL is its strong all-around
operating performance, and the company continues
1o excel in virrually every area of its operations.

In 2003, the availability of FP'Ls fossil power plants
remained above the industry average. The company's
nuclear plant availability of 90.9 percent was alo above the
industry avetage, but down from the previous year. The
decline was primarily due to resctor vessd head inspections,
mandated by the Nuclear Regutatory Commission,

which ded some planned refucling outages,
FPLs power plants utilize a diverse mixture of
fuels to g electricity. allowing the company 1o

minimize fucl costs and maincain preater operating
flexibility. During 2003, clean-buming natural pas
accounted for 34 percent of the power provided by
FPL. Greenhouse gas emissions-free nudlear was the
fuel source for 21 percent, followed by purchased power
1t 20 percent, oil at 19 percenc and cnal at 6 percent.
Since launching & major initiative in 1997, FPLs
reliability has continued to improve every year. 1n 2003,
the average amount of time cach of FPLs customers
was without power was reduced to juse 68 mi Tess
than half the most recently reported industry average.
The frequency of interruptions has been reduced 20
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ABILITY TO..

percent since 1997, and the duration of interruptions
has been reduced 38 percent.

“The high degree of eeliabilicy achieved during 2003
was especially notable in light of the highly unusual
weather experienced throughout the company's scrvice
arca, which included Florida's coldest winter since 1981,
‘The number of lightning strikes during 2003 also was
the highest ever recorded by FPL

In addition to rapidly restoring power to its own
customers under emerpency conditions, FI'L was among
the recipients of the Edison Electric Institute’s “Emergency
Assistance Award.” The honor was given in recognition

ENHANC

Center for Customer-Driven Quality — the only electric
utility to be so honored. The award places the company's
customer care centers at near workd-class starus.

Dellvering value to customers

Florida's progressive regulatory envil has
allowed FP'L to maintain 3 balanced focus on satisfying
irs customers while maintaining financial viability.

FPLs current incentive-based agreement with the
Florida Public Service Commisdion and the Office of
Public Counsel is in effect umnil the end of 2005, The
company looks forward to continued incentive-based

of FPLs restoration of power and assi o
of Dominion Virginia Power in the wake of massive
damage caused by Hurricane Isabel,

Keeping costs low and customers satlsflad

FPL is an industry leader in managing costs,
even ay it expands and enhances its electric syscem
and further img its operating perft The
company's operating and costs grew only
modestly in 2003 despite the increased costs of nuclear
maincenance, employre benefits and insurance, FPLs
costs per kilowart-hour remain essenciafly flar and well
below the industry average.

In recent years, FPL has focused on customer care
with an emphasis on improving service and increasing
customnet loyalcy. In 2003, twa independent studies
indicated that the company’s ongoing efforrs are
producing positive results.

FPL was rated scoond highest in the southem region
and 10th best narionally in overall customer sarisfaction
by J.I. Power and Associates. Their annual customer
survey of the nations 77 largest eleceric urilities gave
FPL especially high marks in the areas of price and value,
billing and payment, and company image. FPL has
ranked above the industry average in overall customer
satisfaction cach yrar since the J.D. Power surveys
began in 1997, and last year’s resules were che best yet.

1n addition, FPL earned the prestigious Cencer
of Excellence certification from Purdue Universirys

rare g and the rate stabilicy they bring. Such
agreements allow FPL ro better plan and manage its
business, helping to ensure continued reliabilicy and
lower rates than otherwise might exist in less progressive
regulatory environments,

Under FPLs rate agreements, the company has
been able to provide reliable power at reasonable prices,
delivering added value to customers and shareholders
alike. As a result of two base rate agreements — the
first in 1999 that cut rates by $350 million annually
and the second in 2002 that further reduced rares by
$250 million — FPL customens will be saving $600
million a year thanigh at lease 2005,

Despite investmenes of more than $5 billion
since 2000 in capiral expenditures to meet growth and
enhance reliability, FPUs rates remain Jow compared
to the national average and other vtilities in Florida,

DIVERSIFIED ENERGY MIX
Based on kilowatt-hours produced in 2003

CUSTOMER
SATISFACTION
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Extending benefits of nuclear generation
During 2003, nuclear power accounted for abour 21
percent of FPLs generation, and it is an important part
of the company’s ¢ to a clean envil
In 2003, the Nudcar Regulatory Commission
issued operating license extensions for the two units
ac the St, Lucie Nuclear power plant on Hutchinson
Island for an sdditional 20 years, The St. Lucie license
extensions were granted after a three-year spplication
and review process that included 3 comprehensive safery
and environmental analysis. In 2002, the NRC granted
license extensions of the two nuclear power units at
FPLs Turkey Point plant located south of Miami.
During 2003, FP'L performed extensive inspecti
of the reactor vessel heads for St. Lucic unit 2 and both
“Turkey Point units during scheduled refueling outages.
“Two minor cracks were identified and promptly repaired
at St. Ludie unit 2, No indicarions of cracking were
found at the Turkey Point nuclear units. As 2 proactive
measure, the company has decided to replace the reacror
vessel heads on each of its nuclear units during scheduled
refueling outages over a four-year period beginning in 2004,
Ako, as part of its commitment to ensure superior
operating performance, the company plans to replace

SUPERIOR COST PERFORMANCE
OA&M par retall klowatt-hour (cents)

200

Industry 1.79

* Inchazes & one-ime 335 milion FPSC approved addin io e
siorm fund reserve lor FPL
Source for indistry: FERC Farm §

ENVIRONMENT

steam penerators at St. Lucie unit 2 during the head
replacement outage scheduled for 2007,

Maintaining environmental leadership

FPL is onc of the deancst unilities in the United States
with overall emissions rates that are among the lowest in
the industry, and it has long been commitred to previding
power in an envi ally responsib!

Driven by che increasing demand for dectricity
in its scrvice territory, the company is the U.S. leader
in “repowering” older oil-buming power plants, that is,
converting them ro scate-of-che-art natural gas operations.
In doing s0, FPL has been able to significantly increase
the capacity of older planty while increasing efficiency
and reducing emissions.

The repowering of existing older oil-fired plants
10 larger gas-fired plants illustrates FPUs abilicy to apply
the proper rechnologies to address both its expansion
needs and the environment. Tn 2003, the urility encered
into agreements with the Florida Department of
Environmental Protection to install pollution prevention

chnology that will fally reduce emissi
at both its Manatee and Pore Everglades power plants,

FPL lcads the nation in energy management and
conservation programs. More than 1.7 million customers
have participated in these programs over the past rwo
decades, helping to reduce electricity demand by more
than 4,100 or the equivalent of 10 medi
sized power plants,

Early in 2004, FPL introduced a “preen power®
program called Sunshine Energy, which allows customers
10 help support financially the development of renewable
sources of energy generation in Horida and nationwide,
including wind, solar and bivenergy. Continuing its

Jicion of envi | leadership, FPL has commitred
1o providing 50 kilawarrs of solar capacity in Florida
fot every 10.000 customers who voluntarily enroll in
the green energy program.

Looking forward, FPL is strongly positioned for
continued success with a growing demand for clectricity.
high population growth, ble ¢ rates

£ (X} ’
and 2 gularory
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FPL Energy experienced a record year of grotweh ine 2003, strengthening
its position as oue of the narion’s top wholesale generating companies and a leading
loto-cost provider of energy. The company significantly expanded its portfolio,
continued to unlock the valne of its assets and successfully focused on quality and

improving performance.

Expanding portfolio

During 2003, the company added nearly 1,000
megawatss 1o its world-leading wind portfolio and
complered the construction of four nacural gas-fired power
plants totaling more than 2,900 megawarts, With a
growing presence in 24 states, FPL Energy has more chan
£1,000 net operating megawarts in penerating capability.

While other wholesale generators were retrenching
and refocusing in 2003, FPL Energy continued to

FPL Energy completed new wind energy conters
totaling more than 800 megawarrs in New Mexico,
California, Oklahoma, North Daketa, South Dakota,
Pennsylvania and Wyoming. fn addition, the company
completed four wind acquisitions totaling 164
megawarts in California, Pennsylvania and Minnesota.

Wind power is the fastest-growing segment of
the global energy industry and provides a number
of advantages to FPL Energy, allowing it to realize
ive financial returms on fully contracted projects,

cap on its hs to grow the b Among
the keys to its success were fuel and geographic divensicy,
its ability to oprimize existing assets, unprecedented
growth in wind assers and the firse full year impace

of awning Seabrook Station nuclear power plant,

FPL Energy’s generation is fueled by a diverse mix
of natural gas, wind, nuclear and hydro that makes it one
of America’s deanest encrgy providers. The company also
is regionally diversified, with 38 percent of irs operations
in the Central region, 26 peroent in the Northeast, 18
percent in the Mid-Adantic and 18 percent in the West,

FPL Energy’s growth in wind pawer during 2003
was the greacest of any single company in the history
of the industry, The company increased its share of the
U.S. wind market to 43 percent and now has 42 wind
faciliries in 15 states tocaling 2,719 megawarrs,

‘Company of the Year' in renewable energy
FPL Energy’s achicvements in wind energy

earned it the 2003 Plates Global Energy Award as the

“Rencwables Company of the Year.” The company was

recognized for providing “solid commerdial solutions

that make the dream of 8 world powered by renewable

energy a practical realicy.”

» Unlike other types of power plants, wind facilitics
are quick to market and frequently can be constructed
in just three to six months;

¥ The cost of wind power is significantly reduced from
around 30 cents per kilowatr-hour in the 1980s to less
than four cents per kilowatt-hour, making it more
competitive with other forms of power generation;

» Wind power offers tremendous environmenta!
benefits, because it is rencwable, produces no emissions

DIVERSIFIED PORTFOLIO PROVIDES BALANCE
11,041 net megawatts n operstion at 12/31/03

DIVERSIFIED
MARK




ABILITY TO0.. GROW

A

AT e

AT GRS

or solid by-products, and docs not deplete natural
resources such as coal, oif and gas;

» Fnergy businesses adding wind to their portfulios
help diversify the nation's energy supply while meeting
customers’ electricity needs; and

» Wind power is promoted by regulatory initiatives
with at lcast 2 dozen states having initiatives in place
t0 encourape clean encrgy production,

The fedetal wind production rax credit (FTC),
which in the past has provided a credit of approximately
1.8 cents per kiloware-hour for the first ren years
of a facility’s operation, expired at the end of 2003,
While all facilities in service by the end of 2003 will
receive their full 10 years of production tax credirs,
the extension of che program Is important for the further
development of new wind facilitics.

The I'TCs have achieved what Congress designed
them to do when first included as pare of the Energy
Policy Act in 1992, which is to support the development
of rechnology and a new industry to provide viable
renewable energy sources at reasonable costs. As wind

GROWING OUR MARKET SHARE

1N U.8. WIND GENERATION (megawatts)
& FPL Energy

® Totaf Industry

= FPL Energy market sharo

7000

PROFITABLY

technology has improved and the capacity of wind
turbines has increased, production costs have been
dramatically reduced.

FPL Energy is optimistic that Congress will extend
the PTCs and furcher enhance the competitiveness of
this industry segment,

Fossil fleet poised for opportunity

Along with irs wind activicies during 2003, FPL
Energy placed more than 2.900 net-megawatts of new
high efficiency gas-fired generation into operacion at
plants in Alabanma, Texas, New York and California.
This substantially completes 2 merchant plant expansion
effort the company began several years ago.

During the first half of 2003, the 668-megaware
Calhoun plant in northeastern Alabama and the fine
of two 850 net-megawatt units at the Forney plant
near Dallas entered operation. In the second half of the
year, the 54-mepawart Jamaica Bay plant on Long Istand
in New York, che second Forney unit and the 507.
megawatt Blythe I plant in California began operation.

In 2004, the company expects to finish construction
and bring on line the 744-megawart Marcus Hook
facility near Philadelphia, adding to its current portfulio
of fossil-fucled Facilitics thar are regionally diverse, low
cost and well posizioned for upside potential. The Marcus
Hook project is our last fossil-fueled merchant plant
under construction. As part of irs 2002 restructuring,
FPL Energy nored chat, with only a few exceptions,
it would be exiting the fossil-fucled merchant power
plant develoy business for the f ble future,

Unlocking value of assets

In 2003, the company’s power marketing
organization capiralized on its market knowledge to
better leverage the company’s assers. This asset optimization
group continued its contract restructuring activities to
unlock hidden value in contraces that were negotiated
many years ago in much different market conditions.
The organiration alsa completed highly successful load-
following transactions, which require meeting utilitics’
fluctuating demands for electricity. It also implemented




new tools allowing the company to dispatch more
ically its g in specific aress.

In addition, ‘the company took advantage of
opportunities to market and sell its uncontracted plant
output. Aty d 2003, approximatcly 74 percent of
available capacity was contracted for 2004, Additionally,
more than 90 percent of expected gross margins for
2004 are currently hedged. FPL Energy’s hedging is

a low-risk stratepy; allowing it to maximize returns,

Creating value at Seabrook nuclear station
“The performance of the Scabrook Station nuclear

power plant in New Hampshire — strategically

located just north of Boston — exceeded FPL Energy’s

expectations in 2003, The successful integration of

the starion in its first full year as an FPL Group nuclear

merchant plant was made possible by the outstanding

cfforts of the Seabrook team.
The facility operated more reliably than anricipared
and benefired from stronger than anticipated power markets,

thus creating significant value for the company. FPL Energy
acquired 88.2 percent of the plant in 2002, representing
1,024 megawars of the 1.161-megawart facilicy,
Seabrook completed a record run of 490 days of
continuous operation and its shortest-ever refucling
outage of just over 25 days. The station also achieved its
highest performance rating ever based upon the World
Association of Nuclear Operators performance index.

Approximately 97 percent of Seabrook’s 2004
expected genenating outpur is under coritract to be
sold. Additional value from Seabrook is d with
the porential of 2 100-megawatt plant upmmg and
rencwal of the plants operating license for an additional

20 years.

2004 and beyond

In 2004 and beyond, the company will continue
to focus on growing its business, particularly in wind
and new ¢ 7 origination, while ining 2 low-
oot provider,

In addmon. FPL Fncrgy expects to maintain its

e and op its
merchant ponfoho. Also k:y to the company’s pcrfonmnce
is its abiliry to manage consistently the risks inherent

in the wholesale generating business,

While the industry environment continues to be
challenging, FPL Encrgy is optimistic about its future
prospects and confident that it will continue to perform
well in 3 rough marker.

FPL FiberNet ;s subsidiary of FPL Group that provides wholesale
Sfiber-opric services and fiber-optic cable to Internet service providers and local,
long-distance and wireless telecommunications companies in Florida,

Since being formed in 2000, FPL FiberNet has
successfully added to its inter-city fiber-optic network
and completed intra-city nerworks in most of che stare’s
major metropolitan areas, During 2003, the company
added the latest generation of Ethernet services for
any enterprisc wishing to upgrade their existing
telccommunications network.

Although the telecommunications sector has been
depressed for some time, FPL FiberNet remains in a
strong position to bencfit from a market ebound and
future growth in voice and data communications.

= FPL FiberNet network
= Imterconnection agreament
@ Matro networks
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Investor Information

CORPORATE OFFICES
FPL Group, inc.

700 Unwersa Bivd,

P.0. Box 14000

Juno Beach, FL 334080420

EXCHANGE LISTINGS

fpian shoutd ba drected o 19 53 vy
¢ Computershare: (838) 2184392, . "¢

SHAREHOLDER INQUIRIEB

NEWS AND FINANCIAL
INFORMATION

investors can get the latest news and
financiat information about FPL Group
through our Shareholder Diract toll-free
line ot (866) FPL-NEWS. In acdition

to heanng rocorded announcements,

Common Stock you can request information to be sent
New York Stock Exchange via fax or mail.
Ticker Symbot: FPL
Othor tharehokiar communications to: ANALYSYT INQUIRIES
Equity Units Shareholder Services investor Re'stions
New York Stock Exchange (800} 2224511 or (561) 634-4694 (581) 634-4697
Ticker Symbois: (581) 6944718 (Fax) (561) 694-4718 (Fax)
FPLPIA
FPLPB DIRECY DEPOSIT NEWS MEDIA INQUIRIES
OF DIVIDENDS Media Relations
Cash dividends may ba deposited P.O. Box 029100
American Stock Exchange Mybmmuw Miaml, FL 33102-9100
Chicago Board Options Exchang Calt € share for 305) 552-3888
Pacific Exchange authortzation forms. (303) 552-2144 (Fax)
Phviadetphia Stock Exchange
DIVIDEND CERTIFIED PUBLIC
NEWSPAPER LISTING REINVESTMENT PLAN ACCOUNTANTS
Common Stock: FPL Gp FPL Group offers & plan for holdars Deioitte & Touche LLP
of common stock and FPL preferred 200 S. Biscayne Boutevard, Suite 400
Units: stock 1o reinvest their dividends or Miami, FL 33131-2310
FPL GpUn (FPLA) maks optional cash payments for the
FPL GpCorp (FPLB) pm:hasodmmlmmdt. SEC FILINGS
L Al rities and )
REGISTRAR, TRANSFER wwmmmuby Commission fifings appear on our
AND PAYING AGENTS lceasdngmwmmmnm Web site at www investor fpligroup.com.
FPL Group Common Stock Copies of SEC filings aiso are available
and FPL Preferred Stock ONLINE INVESTOR wthout charge by writing to FPL
FPL Group, Inc. INFORMATION Group, Sharehoider Services.
clo Computershare investor Services Vist out investor information site at
2 N.LaSafle Street www Investor. fpigroup.com to get stock DUPLICATE MAILINGS
Chicago, L. 80602 quotes, eamings reports, financial Financial reports must be maited to
(888) 218-4362 releasss, SEC filings and other news. each account uniess you instruct us
Ywmmmmm otherwise. If you wish to discontinue
Florids Power & Light Co. via e-mall. S multipie mafiings 10 your address,
First Mortgage Bonds of record can receive secure onfine ptease calf Computershare.
Deutsche Bank account access through 8 fink 1o our
Corporate Trust & Agency Group transfer agent, Computershare. ANNUAL MEETING
648 Grassmere Park Road May 21, 2004, 10a.m.
Nashvitie, TN 37211 ELECTRONIC PGA National Resort
(800) 735-7717 PROXY MATERIAL 400 Avenue of the Champions
Reg'stered sharsholders may receive Paim Beach Gardens, FL
FPL Group Capitsl Debentures proxy d 2 by ing
Bank of New York WWW. p h scipl
Corporate Trust Operations Benaficial shareholders should
111 Sanders Creek Parkway contact their brokerage firm to
East Syracuse, NY 13057 determung the avaliabliity of efectromc
(800) 254-2828 praxy material distribution.
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Massachusetts Municipal Wholesale Electric Company
Financial Statements
December 31, 2003 and 2002

Report of Independent Auditors

To the Board of Directors and Members of

Massachusetts Municipal Wholesale Electric Company:

In our opinion, the accompanying statements of financial position and the related statements of
operations and of cash flows present fairly, in all material respects, the financial position of Massachusetts Municipal
Wholesale Electric Company at December 31, 2003 and 2002, and the results of its operations and its cash flows for
the years then ended in conformity with accounting principles generally accepted in the United States of America.
These financial statements are the responsibility of the Company’s management; our responsibility is to express an
opinion on these financial statements based on our audits. We conducted our audits of these statements in
accordance with auditing standards generally accepted in the United States of America, which require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis

for our opinion.

As discussed in Note 5 to the financial statements, the Company adopted the provisions of Statement of
Financial Accounting Standards No. 143, “Accounting for Asset Retirement Obligations,” on January 1, 2003.

/WW&»/

March 12, 2004

MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY
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Statements Of Financial Position
December 31, 2003 and 2002

(In Thousands) 2003 2002
ASSETS
Electric plant
In service (Note 5) $1,295,900 $1,256,118
Accumulated depreciation (668,461) (634,239)
627,439 621,879
Construction work in progress 6,538 2,226
Nuclear fuel - net of amortization . 9,926 11,438
Total electric plant 643,903 635,543
Special funds (Notes 2, 4 and 6) 230,944 237,895
Current assets
Cash and temporary investments (Note 6) 4,850 2,256
Accounts receivable 6,774 7836
Unbilled revenues (Note 3) 7,490 7,107
Inventories 16,978 14,475
Prepaid expenses 7,859 6,614
Total current assets 43,951 38,288
Total special funds and current assets 274,895 276,183
Deferred charges
Amounts recoverable under terms of the
power sales agreements (Note 2) 187,423 244,388
Unamortized debt discount and expenses 10,555 13,166
Nuclear decommissioning trusts 35,572 29,816
Other 3,921 5,328
237,471 292,698
$1,156,269 $1,204,424
LIABILITIES
Long-term debt (Note 4) $ 888,691 $ 965,095
Current liabilities
Current maturities of long-term debt (Note 4) 68,970 64,735
Short-term debt (Note 4) . 9,753 15,591
Accounts payable 9,168 9,639
Accrued expenses 37,529 38,733
Member and participant advances 29,582 49,123
155,002 177,821
Asset retirement obligation (Note 5) 76,770 -
Other liabilities 35,806 61,508

Commitments and contingencies (Note 9)
51,156,269 $1,204,424

The accompanying notes are an integral part of these financial statements.
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Statements Of Operations
Years Ended December 31, 2003 and 2002

(In Thousands) 2003 2002
Revenues (Note 3) $295,114 $249,504
Interest income 6,522 7,944
Total revenues and interest income $301,636 $257,448
Operating and service expenses:
Fuel used in electric generation $ 38,104 $ 31,549
Purchased power 78,434 60,992
Other operating 39,239 37,400
Maintenance 10,470 11,177
Depreciation 25,636 46,048
Taxes other than income 3,988 3,790
195,871 190,956
Interest expense:
Interest charges 36,827 40,032
Interest charged to projects during construction (Note 2) 77 (64)
36,750 39,968
Total operating costs and interest expense 232,621 230,924
Cumulative effect of change in accounting principle 12,964 -
Total costs and expenses 245,585 230,924
Decrease in amounts recoverable under terms
of the power sales agreements (Note 2) 56,051 26,524
$301,636 $257,448
The accompanying notes are an integral part of these financial statements.
MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY 15



Statements Of Cash Flows
Years Ended December 31, 2003 and 2002

(In Thousands) 2003 2002
Cash flows from operating activities:
Total revenues and interest income $ 301,636 $ 257,448
Total costs and expenses, net (232.621) (230,924)

Adjustments to arrive at net cash
provided by operating activities:

Depreciation and decommissioning 25,636 48,314
Amortization of debt discount and nuclear fuel 3,625 391
Change in assets and liabilities: .
Accounts receivable 1,062 758
Unbilled revenues (383) (386)
Inventories (2.503) 4,795
Prepaid expenses (1,245) (60)
Accounts payable +71) (56)
Accrued expenses and other 164 4,920
Other liabilities 4,592 679
Member and participant
advances and reserves (19,541) (1,661)
Net cash provided by operating activities 79,951 84,218
Cash flows from investing activities:
Construction expenditures and purchases of nuclear fuel (8.132) (17,828)
Interest charged to projects during construction a7 (64)
Net (increase) decrease in special funds 5,323 (12,589)
Decommissioning trust payments (3.898) 2,379
Other - 52
Net cash investing activities (6,784) (32,803)
Cash flows from financing activities:
Payments made on long-term debt (64,735) (44,730)
Payments made on short-term debt (16,122) (5,025)
Net proceeds from short-term borrowings 7,153 56
Proceeds from issuance of short-term debt 3,131 -
Payments for bond issue costs - (12)
Net cash used for financing activities . (70,573) (49,711)
Net increase in cash and temporary investments 2,594 1,704
Cash and temporary investments at beginning of year 2,256 552
Cash and temporary investments at end of year $ 4850 $ 2256
Cash paid during the year for interest
{Net of amount capitalized as shown above) S 42,997 $ 30,551

The accompanying notes are an integral part of these financial statements.
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Notes To Financial Statements

(1) Nature of Operations

The Massachusetts Municipal Wholesale Electric Company (MMWEC) is a public corporation and a political
subdivision of the Commonwealth of Massachusetts (Commonwealth) formed to be a joint action agency and to
develop a bulk power supply for its member Massachusetts municipal electric systems and other utilities. Among other
things, MMWEC is authorized to construct, own, or purchase ownership interests in, and to issue revenue bonds to
finance electric facilities secured by revenues received by MMWEC in each of its Projects. A Project is MMWEC’s
ownership interest in electric generation facilities (Note 5). Project revenues are derived, in part, from Power Sales
Agreements (PSAs) with MMWECs members and other utilities who are Participants in a Project. The bulk power
supply program consists of power purchase arrangements, power brokering services, planning and financial services,
and the Projects relating to generating facilities either built and operated by MMWEC or other regional utilities.

A Massachusetts city or town having a municipal electric system, authorized by majority vote of the city or town,
may become a member of MMWEC by applying for admission and agreeing 10 comply with the terms and conditions
of membership as the MMWEC By-Laws may require. As of December 31, 2003, twenty-four Massachusetts municipal
electric systems were members. Termination of membership does not relieve a system of its PSA or other power
purchase obligations.

(2) Significant Accounting Policies

MMWEC presents its financial statements in accordance with accounting principles generally accepted in
the United States of America (GAAP) as promulgated by the Financial Accounting Standards Board (FASB). GAAP
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities as of the date of the financial statements. Actual results could differ from
those estimates.

Interest Charged to Projects During Construction

MMWEC capitalizes interest as an element of the cost of electric plant and nuclear fuel in process. A corresponding
amount is reflected as a reduction of interest expense. The amount of interest capitalized is based on the cost of debt,
including amortization of debt discount and expenses, related to each Project, net of investment gains and losses and
interest income derived from unexpended Project funds.

Nuclear Fuel

Nuclear fuel, net of amortization, includes MMWEC’ ownership interest in spent fuel, fuel in use, in stock and in
process for both Millstone Unit 3 and Seabrook Station. The cost of nuclear fuel is amortized to fuel used in electric
generation for each nuclear unit based on the relationship of energy produced in the current period to total expected
energy production for fuel in the reactor. A provision for fuel disposal costs is included in fuel used in electric
generation based upon disposal contracts with the Department of Energy (DOE). In addition, fuel used in electric
generation includes the annual assessment, under the Energy Policy Act of 1992, for the cost of decontamination and
decommissioning of uranium enrichment plants operated by the DOE. Billings from the DOE will occur over the next
four years. At December 31, 2003, MMWEC's share of Millstone Unit 3 and Seabrook Station unbilled assessments was
$152,000 and $232,000, respectively. These amounts are included in accrued expenses and other liabilities on the
Statements of Financial Position. MMWEC, along with all of the other joint owners of both Millstone Unit 3 and
Seabrook Station, has filed claims against the DOE in the United States Court of Claims for partial breach of the
disposal contracts with the DOE.

MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY
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Special Funds

In accordance with the General Bond Resolution (GBR) pursuant to which MMWEC issued its long-term deb,
numerous special funds are required. The special funds, other than certain working capital funds and other funds, are
invested in accordance with the provisions of the GBR. The composition of special funds is as follows:

(In Thousands) 2003 2002
Fund ‘
Bond Fund Interest, Principal and Retirement

Account to pay principal and interest on bonds - $ 53,635 $ 52,849

Bond Fund Reserve Account set at the maximum

annual interest obligation to make up any

deficiencies in the Bond Fund Interest,

Principal and Retirement Account 59,067 59911
Reserve and Contingency Fund to make up

deficiencies in the Bond Funds and pay for

repairs and extraordinary costs 23,959 26,705
Revenue Fund to receive revenues and disburse

them to other funds 67,722 61,177
Working Capital Funds to maintain funds to cover

operating expenses 16,827 27,399
Other Funds 9,734 9,854

Total Special Funds $230,944 $237,895

Cash and Temporary Investments

Certain cash and temporary investment amounts used for power purchases and working capital requirements of
MMWEC are not subject 1o the provisions of the GBR. In addition to the investment securities delineated in the GBR,
MMWEC may invest in repurchase agreements with banks where MMWEC has established accounts. Temporary
investments have maturities of less than ninety days.

Inventories

Fuel oil and spare parts inventory are recorded and accounted for by the average cost method. At December 31,
2003 and 2002, total {uel oil inventory was valued at $8.7 and $4.7 million, and spare parts inventory amounted to
$8.3 and $9.8 million, respectively.

Amounts Recoverable Under Terms of the Power Sales Agreements

Billings to Project Participants are structured to recover costs in accordance with the PSAs, which generally provide
for billing debt service, operating funds and reserve requirements. Expenses are refllected in the Statements
of Operations in accordance with GAAP. The timing difference between amounts billed and expensed is charged
or credited to amounts recoverable under terms of the PSAs. Such amounts will be recovered through future billings
or an expense will be recognized to offset credit balances. The principal differences include depreciation, fuel
amortization, costs associated with canceled Projects (or assets abandoned within a Project), asset retirement
obligations, cost of refinancing, billing for certain interest, reserves, net unrealized gains or losses on securities available
for sale and other costs. Individual Projects have a cumulative deferral of costs which total $192.0 and $246.0 million
and have cumulative billings in excess of costs which total $4.6 and $1.6 million at December 31, 2003 and 2002,
respectively. In accordance with the PSAs, these amounts have been offset in the Statements of Financial Position.

The December 31, 2003 and 2002 balances of $187.4 and $244.4 million, respectively, reflect the Statements of
Operations net decrease of $56.1 and $26.5 million for the years then ended, the change in net unrealized gain (loss)
on securities available for sale and minimum pension liability adjustments of $.9 and ($2.9) million for 2003 and 2002,
respectively, that would otherwise be recorded as other comprehensive income.
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Depreciation

Electric plant in service is depreciated using the straight-line method. The aggregate annual provisions for
depreciation averaged 2% and 4% of the original cost of depreciable property for 2003 and 2002, respectively. In 2003,
the asset lives used in the estimate of depreciation for Millstone Unit 3 and Seabrook Station were increased to correlate
with an anticipated license extension for each of these plants.

Nuclear Decommissioning Trusts

As required by the Nuclear Regulatory Commission (NRC) and respective state statutes and regulations, MMWEC
has funded trust funds maintained by external trustees 1o provide for the decommissioning activities of Millstone Unit
3 and Seabrook Station. The December 31, 2003 Millstone Unit 3 and Seabrook Station balances of $14.8 and $20.8
million, respectively, are stated at market value and are included as part of the deferred charges and amounts
recoverable under terms of the PSAs on the Statements of Financial Position. In 2003, MMWEC recorded these trust
fund earnings as interest income on the Statements of Operations.

Member and Participant Advances and Reserves

MMWEC maintains numerous operating reserves and advances from its Members and Project Participants
in accordance with the PSAs, Power Purchase Agreements (PPAs) and related broker arrangements. Member
and Participant advances for 2003 and 2002 were $29.6 and $49.1 million, respectively, and are included in member
and participant advances on the Statements of Financial Position. Other member and participant reserves for 2003
and 2002 were $34.8 and $30.5 million, respectively, and are included in other liabilities on the Statements of
Financial Position.

New Accounting Standards

In 2003, the FASB issued Statement of Financial Accounting Standards No. 149, Amendment of Statement 133 on
Derivative Instruments and Hedging Activities (SFAS 149), which amends and clarifies financial accounting and reporting
for derivative instruments, including certain derivative instruments embedded in other contracts and for hedging
activities. MMWEC was required to comply with SFAS 149 beginning in 2003. However, the implementation of this
standard has not had an impact on its operations or financial position.

The FASB issued Interpretation No. 46, Consolidation of Variable Interest Entities, an Interpretation of Accounting
Research Bulleting No. 51 (Interpretation) during 2003. The Interpretation addresses consolidation by business
enterprises of variable interest entities and is effective for MMWEC in 2004. The application of this Interpretation is
not expected to materially impact MMWECS operations, financial position or cash flows.

Reclassifications

Certain reclassifications of prior years’ data have been made to conform with the current year presentation. These
reclassifications primarily consisted of classifying certain current liabilities as other liabilities.

(3) Revenues and Unbilled Revenues

Revenues include electric sales for resale provided through MMWECS bulk power supply program. Revenues
consist of billings under the PSAs, PPAs, and related power brokering arrangements. MMWEC also provides its
members with power supply planning and related services which are billed pursuant to the MMWEC Service
Agreement, or the All-Requirements Bulk Power Sales Agreement as service revenues. Amounts that are not yet billed
are included in unbilled revenues on the Statements of Financial Position. Revenues are comprised of the following:

(In Thousands) 2003 2002

Revenues

Electric sales for resale $292,788 $248,022

Service 2,326 1,482
Total Revenues $295,114 $249,504

MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY
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General Bond Resolution

MMWEC issued separate issues of Bonds for each of the eight Projects, which are payable solely from, and
secured solely by, the revenues derived from the Project to which such issue relates, plus available funds pledged
under the GBR, with respect to the Bonds of such issues. The revenues derived from each Project are used solely to
provide for the payment of the Bonds of any Bond issue relating to such Project, and to pay MMWECS cost of owning
and operating such Project, and are not used to provide for the payment of the Bonds of any Bond issue relating to
any other Project. Pursuant to all of the Project PSAs, each Project Participant is obligated to pay its share of the actual
costs relating to the Project’s generating unit(s), and raise their rates sufficiently to pay such costs. These obligations
are not contingent upon the operational status of the Project’s unit(s).

Power Supply System Revenue Bonds

MMWEC:s issuance of debt, other than obligations with a maturity of less than one year, requires authorization
by the Massachusetts Department of Telecommunications and Energy.

Bonds payable consist of serial and variable-rate bonds and are comprised of the following issues:

Net Interest December 31,
(In Thousands) Cost 2003 2002
Issue
Stony Brook Peaking Project, Series A 3.1% $ 8,930 $ 13,345
Stony Brook Intermediate Project, Series A 3.5% 49,805 59,645
WE Wyman Unit No. 4 Project, Series A 3.5% 2,485 2,940
Nuclear Mix No. 1, Series A 4.0% 78.230 85,210
Nuclear Project No. 3, Series A 4.2% 47,930 47,930
Nuclear Project No. 4, Series A 4.3% 112,695 112,695
Nuclear Project No. 5, Series A 4.2% 42,170 42,170
Project No. 6, Series A 4.2% 327,050 347,535
Nuclear Project No. 3, Series B 4.9% 51,320 60,160
Nuclear Project No. 4, Series B 4.5% 31,510 41,175
Nuclear Project No. 5, Series B 3.8% 2,365 5,510
Project No. 6, Series B 3.5% - 910
Nuclear Mix No. 1, Series One Variable 11,350 11,350
Nuclear Project No. 3, Series One Variable 62,975 62,975
Nuclear Project No. 4, Series One Variable 35,325 . 35,325
Nuclear Project No. 5, Series One Variable 9,025 9,025
Project No. 6, Series One Variable 52,100 52,100
Bonds payable 925,265 990,000
Unamortized premium 32,396 39,830
Less: Current maturities (68,970) (64,735)
Total long-term debt $888,691 $965,095
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The Series A Bonds maturing on and prior to July 1, 2011 and the Series B Bonds are not subject to redemption
prior to maturity at the option of MMWEC. The Series A Bonds maturing on and after July 1, 2012 are subject to
redemption prior to maturity at the option of MMWEC at 101% of the principal amount from January 1, 2012 to
December 31, 2012 and at 100% from January 1, 2013 and thereafter.

The Series One Bonds of each issue are subject to redemption at the option of MMWEC, in whole or in part, at a
redemption price of 100% of the principal amount.

Long-term debt maturities are as follows:

(In Thousands) Series A Series B Series One Total
2004 $ 46,305 $22,665 $ - $ 68,970
2005 50,125 21,175 - 71,300
2006 51,465 18,895 - 70,360
2007 62,465 10,540 - 73,005
2008 60,285 11,100 - 71,385
Thereafter 398,650 820 170,775 570,245

$669,295 $85,195 $170,775 $925,265

The interest rates on the Series One variable rate Bonds may be converted at the option of MMWEC to a daily, weekly,
flexible, term or fixed mode. The interest rate on the Series One variable rate Bonds during 2003 and 2002 was .9% and
1.3%, respectively.

Net Revenue Available for Debt Service

In accordance with the provisions of MMWECs GBR, MMWEC covenants that it shall fix, revise and collect rates,
tolls, rents and other fees and charges sufficient to produce revenues to pay all operating and maintenance expenses and
principal of, premium and the interest on the Bonds and to pay all other obligations against its revenues for each Project.
Revenues for each Project, which include applicable interest earnings from investments, are required to equal 1.10 times
the annual debt service for each contract year ending June 30, after deduction of certain operating and maintenance
expenses and exclusive of depreciation. For the contract years ended June 30, 2003 and 2002, MMWEC met the GBR
debt service coverage requirements for all of MMWECS Projects.

Contract Year Ended June 30,

(n Thousands) 2003 2002

Debt Service Coverage:
Revenues $195,638 $170,879
Other Billings 581 587
Reserve and Contingency Fund Billings 10,753 11,116
Total 206,972 182,582
Less: Operating & Maintenance Expenses (88,691) (60,307)
Available Revenues Net of Expenses $118,281 $122,275
Debt Service Requirement $107,527 $111,159
Coverage (110% Required) 110% 110%
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Short-Term Debt

MMWEC maintains a $5 million revolving line of credit to finance temporarily certain power purchases made
by MMWEC for resale under power purchase contracts. Borrowings outstanding under the line of credit were $233,000
and $56,000 as of December 31, 2003 and 2002, respectively. During 2003 and 2002, the maximum outstanding
balance under the line of credit was $1.6 and $0.4 million, respectively. Interest charged on borrowings under the line
of credit is at minus one percent of the bank’ prime rate (3.0% at December 31, 2003). In addition, a commitment fee
of one quarter of 1% per annum is charged on the unused portion of the line based on the average daily principal
amount of the borrowing outstanding. This line of credit expires june 30, 2004, at which time MMWEC expects to be
able 1o renew the line for an additional year.

In 2003, The MMWEC Board of Directors adopted a resolution which created the Stony Brook Intermediate Fuel
Oil Project, Special Project 2003-A (SB Intermediate Fuel Oil Project) for the purposes of financing purchases of fuel
oil and selling such fuel oil to the Intermediate Project. Under the resolution, MMWEC entered into 2 $10 million
revolving line of credit with 2 bank. Borrowings under the line of credit are secured by a lien on and/or security interest
in all proceeds of any borrowings prior to disbursement by MMWEC, all amounts payable by the Intermediate Project
to the SB Intermediate Fuel Oil Project for fuel oil, and all earnings from MMWEC3 investments of any such proceeds
and amounts payable to the bank. Borrowings outstanding under the line of credit were $9.5 million as of December
31, 2003. During 2003, the maximum outstanding balance under the line of credit was $9.9 million. The interest rate
for the borrowings under this line of credit is at MMWECS election prior to the last day of any interest period of either
the Libor rate plus 1.25% per annum or at a variable rate which is the prime rate minus 1% per annum. If no such
selection is made, the variable rate is in effect. Interest charged on the borrowings under the line of credit was 2.4% at
December 31, 2003.

The Series B Power Purchase commercial paper program notes were a special obligation of MMWEC payable solely
from the revenues and other monies as specified in the Series B Power Purchase Resolution. The commercial paper
notes matured in 2003. The December 31, 2003 and 2002 outstanding balances of commercial paper program notes
were $0 and $15.5 million, respectively.

?5) Electric Generation Facilities and Financing

MMWEC’ power supply capacity includes ownership interests in the Stony Brook Peaking and Intermediate Units,
both of which it operates. MMWEC is a nonoperating joint owner in the WE Wyman Unit No. 4, Millstone Unit 3 and
Seabrook Station. Electric plant in service also includes MMWECS service operations which totaled $2.6 and $2.7
million in 2003 and 2002, respectively. The following is a summary of Projects included in electric plant in service and
construction work in progress, as well as MMWEC share of capability in megawatts (MW).

Facility and MMWEC Amounts as of December 31,
(In Thousands) Share of Capability in MW 2003 2002
Projects
Peaking Project Stony Brook 170.0 S 56,829 $ 56,671
Intermediate Project Stony Brook 319.5 165,391 165,044
Wyman Project WE Wyman No. 4 22.7 7,419 7,387
Nuclear Project No. 3 Millstone Unit 3 36.8 135,949 131,045
Nuclear Mix No. 1 Millstone Unit 3 18.4 54,477 52,017
Nuclear Mix No. 1 Seabrook Station 19 9,160 8,651
Nuclear Project No. 4 Seabrook Station 49.8 274,132 260,585
Nuclear Project No. 5 Seabrook Station 12.6 74,708 71,279
Project No. 6 Seabrook Station 69.0 521,773 503,011
$1,299,838 $1,255,690
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In January 2004, Dominion Nuclear Connecticut, Inc. (DNCI), a subsidiary of Dominion Resources, Inc., filed an
application with the NRC to renew the operating license of Millstone Unit 3 for an additional 20 years. The license
currently will expire in 2025.

On November 1, 2002, an indirect subsidiary of FPL Group Inc., FPL Energy Seabrook, LLC, completed the
purchase of an approximately 88% ownership interest in Seabrook Station from all of the joint owners of Seabrook
Station, except MMWEC and two other owners.

Asset Retirement Obligations

Effective January 1, 2003, MMWEC adopted SFAS No. 143, Accounting for Asset Retirement Obligations (SFAS 143),
which provides accounting requirements for the recognition and measurement of liabilities associated with the
retirement of tangible long-lived assets. MMWEC has identified certain asset retirement obligations (ARO) that are
subject to the SFAS 143 and which are primarily associated with the decommissioning of MMWEC’ ownership interest
in Millstone Unit 3 and Seabrook Station. MMWEC's AROs, other than those associated with nuclear decommissioning
AROs, were not significant.

Upon adoption of SFAS 143, MMWEC recorded an ARO of approximately $73.1 million, capitalized a net asset
related to the ARO of approximately $30.6 million, and reversed the approximately $29.5 million it had previously
recorded in deferred credits on the Statements of Financial Position. The difference, approximately $13.0 million, was
recorded as a cumulative effect of a change in accounting principle on the Statements of Operations. MMWEC recorded
accretion expense of approximately $3.7 million for the year ended December 31, 2003 which increased the ARO to
$76.8 million at December 31, 2003. No other adjustments were made to MMWECs ARO during the year ended
December 31, 2003.

AROs are recognized at fair value, as incurred, and capitalized as part of the cost of the related tangible long-lived
assets. In the absence of quoted market prices, MMWEC estimated the fair value of AROs using present value
techniques, involving discounted cash flow analysis. Measurement using such techniques is dependent upon many
subjective factors, including the selection of discount and cost escalation rates, identification of planned retirement
activities and related cost estimates, and assertions of probability regarding the timing, nature and costs of such
activities. Inputs and assumptions are based on the best information available at the time the estimates are made.
However, estimates of future cash flows are highly uncertain by nature and may vary significantly from actual results.

MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY
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(6) Investments and Deposits

All bank deposits are maintained at one financial institution. Such deposits amounted to $1.7 million at
December 31, 2003, and are included in both cash and temporary investments and special funds. The Federal Deposit
Insurance Corporation currently insures up to $100,000 per depositor. At December 31, 2003 and 2002, investments
are classified as available for sale and reported at market value with unrealized gains of $683,000 and $2.4 million,
respectively, and unrealized losses of $278,000 and $1,000, respectively. The net losses and gains are excluded from
earnings and are reported as a component of amounts recoverable under the terms of the PSAs on the Statements of
Financial Position. At December 31, 2003, all securities underlying repurchase agreements, and all other investments,
were held in MMWEC’ name by custodians consisting of the Bond Fund Trustee (as defined in the GBR) or MMWEC3
depository bank. Investments, representing the special funds and cash and temporary investments, as well as certain
additional amounts disbursed but available for investment, and accrued interest, are presented below:

2003 2002
Amortized Market Amortized Market
{n Thousands) Cost Basis Value Cost Basis Value
Type of Investment
Cash Equivalents $ 65 S 65 $ 399 $ 399
Other Investments
U.S. Treasury bills 92,526 92,529 91,948 91,951
U.S. Treasury notes 16,904 17,256 26,033 27,212
U.S. Agency bonds 104,519 104,892 100,873 102,045
U.S. Agency discount notes 19,274 19,272 17,488 17,487
Total Other Investments 233,223 233,949 236,342 238,695
Total Investments 233,288 234,014 236,741 239,094
Invested Cash 1,779 1,779 1,057 1,057
Total Cash and Investments $235,067 $235,793 $237,798 $240,151

During 2003 and 2002, the proceeds from the sale of securities available for sale were $340.2 and $386.0 million,
tespectively, resulting in gross realized gains of $428,000 and $395,000, respectively, and gross realized losses of
$63,000 and $31,000, respectively. The basis on which cost was determined in computing realized gain or loss was
specific identification. The average contractual maturity of the investments in debt securities at December 31, 2003 and
2002 was 657 and 593 days, respectively.

Due to seasonal cash flows during 2003 and 2002, MMWEC, from time-to-time, invested in repurchase agreements
with its depository bank that were collateralized by securities in MMWECS name held by the depository bank.

(7) Fair Values of Financial Instruments

The estimated fair value of MMWECS financial instruments are as follows:

2003 2002
Carrying Estimated Carrying Estimated
(In Thousands) Value Fair Value Value Fair Value
Long-Term Debt, excluding current maturities $ 888,691 $930,300 $ 965,095 $ 998,001

The fair value of long-term debt is estimated based on quoted market prices for the same or similar issues.

The carrying amounts for cash, accounts receivable, notes payable and accounts payable approximate their fair
value due to the short-term nature of these instruments.
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MMWEC has two non-contributory defined benefit pension plans covering substantially all full-time active
employees. One plan covers union employees (union plan) and the other plan covers non-union employees (non-union
plan). The amount shown below as the benefit obligation for MMWEC is a standardized disclosure measure of the
present value of pension benefits, adjusted for the effect of projected salary increases, estimated to be payable in the
future as a result of employee service to date. The measure is the actuarial present value of credited projected benefits
and is independent of the funding method used to determine contributions to the plans.

The benefit obligation was determined by an actuarial valuation performed as of January 1 of each of the years
presented below. Significant actuarial assumptions used in the valuation include a weighted-average discount rate of
6.25% in 2003 and 6.5% in 2002 and projected salary increases of 4.0% in 2003 and 2002, respectively The benefit
obligation, plan assets, funded status, amounts recognized in the statements of financial position and components of
net periodic benefit cost for both plans are as follows:

Amounts as of December 31,

(In Thousands) 2003 2002

Changes in benefit obligation

Benelit obligation at beginning of year $12,679 $10,307

Service cost 565 465

Interest cost 834 730

Actuarial loss 833 1,261

Benefits paid (610) (84)
Benefit obligation at end of year $14,301 $12,679

Change in plan assets

Fair value of plan assets at beginning of year $ 7,981 $ 8,227

Actual return on plan assets 1,582 (761)
Employer contribution 702 623

Benefits paid (610) (84)
Expenses (32) 31
Other (5) 7

Fair value of plan assets at end of year S 9,618 $ 7,981

Funded status S (4,683) $(4,698)
Unrecognized net actuarial loss 5,187 5,541

Unrecognized prior service cost 509 595

Unrecognized transition obligation 34 58

Prepaid pension cost S 1,047 $ 1,496
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Amounts as of December 31,

(In Thousands) 2003 2002
Amounts recognized in the Statements of Financial Position consist of:
Accrued benefit liability s (769) $(1,113)
Intangible asset 544 653
Amounts recoverable under terms of the

Power Sales Agreements 1,272 1,956
Net amount recognized S 1,047 $ 1,496

Information for pension plans with an accumulated
benelfit obligation in excess of plan assets

Projected benefit obligation 514,301 $12,679
Accumulated benefit obligation 10,387 9,094
Fair value of plan assets 9,618 7,981
Components of net periodic benefit cost

Service cost $ 565 $ 465
Interest cost 834 730
Expected return on plan assets (699) (721)
Amortization of transition obligation 15 15
Amortization of prior service cost 70 70
Recognized net actuarial loss 365 171
Net periodic benefit cost $ 1,150 $ 730

The following indicates the weighted average asset allocation percentage of the fair value of total Plan assets for
each major type of Plan asset as of December 31, 2003 and 2002, respectively.

Amounts as of December 31,

2003 2002
Asset Category
Equity securities 64% 57%
Debt securities 21% 20%
Other 15% 23%
Total 100% 100%
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The primary investment goal of the plan is to achieve a total annualized investment return of 8.5% over the long-term
while mitigating overall portfolio risk. The expected long-term rate of return on the plan assets reflects the average rate
of earnings expected on the funds invested or to be invested to provide the benefits included in the projected benefit
obligation. The assets are diversified by both asset class (i.e., equities, bonds) and within class (i.e., capitalization,
growth, value, international) to minimize unsystematic risk so that no single security or class of securities will have a
disproportionate impact on the plan. Portfolio performance and risk are regularly evaluated and compared to like
investment options to provide oversight and adherence to the stated plan objectives.

Annual contributions to the pension plans were $702,000 and $623,000, for the years ended December 31, 2003
and 2002, respectively. The union plan uses the aggregate actuarial cost method and the non-union plan uses the frozen
initial liability actuarial cost method in determining pension expense. In addition to the actuarial assumptions outlined
above, the assumed long-term rate of return used in determining pension expense was 8.5% in 2003 and 2002,
respectively. Pension costs applicable to prior years' service are amortized over thirty years. MMWEC expects to contribute
approximately $730,000 to its pension plans in 2004.

MMWEC contributes to an employee savings plan administered by an insurance company. All full-time employees
meeting the service requirements are eligible to participate in this defined contribution plan. Under the provisions of
the plan, MMWECS contributions vest immediately. MMWEC contributed $124,000 and $115,000, while the
employees contributed $207,000 and $190,000 during the years ended December 31, 2003 and 2002, respectively.

(9) Commitments and Contingencies

Power Purchases

MMWEC entered into agreements for participation in the transmission interconnection between New England
utilities and the Hydro-Quebec electric system near Sherbrooke, Quebec (Phase I), which began commercial operation
in October 1986. The New England portion of the interconnection was constructed at a total cost of about $140
million, of which 3.65% or $5 million is MMWEC share to support Phase I. MMWEC also entered into similar
agreements for participation in the interconnection between New England utilities and the Hydro-Quebec electric
system for the expansion of the Hydro-Quebec interconnection (Phase 1I), which went into commercial operation in
November 1990. MMWECS Phase 11 equity investment approximates 0.6% or $3.3 million. MMWEC has
corresponding agreements with certain of its Members and another utility to recover MMWECS share of the costs
associated with the Phase 11 interconnection.

On a limited basis, MMWEC may enter into agreements providing financial assurance to third parties. At
December 31, 2003, outstanding guarantees consisted of $0.5 million related to its equity interest in the Hydro-Quebec
transmission companies. Management believes the likelihood MMWEC would be required to perform or otherwise
incur any significant losses associated with this guarantee is remote.

MMWEC has entered into a contract for a long-term purchase of 21.2 MW from an independent power producer.
The table below reflects MMWECS minimum commitments as of December 31, 2003.

(In Thousands) Amount
2004 $ 8,255
2005 8,489
2006 8,765
2007 9,041
2008 9,338
Thereafter 51,420
Total $95,308

MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY
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Legal Actions

MMWEC is involved in various legal actions. Based on bond counsel’s opinions regarding the validity of the PSAs
and legal counsels representations regarding the litigation, discussions with such counsel and other considerations,
management believes that the ultimate resolution of litigation in which MMWEC is currently involved will not have a
material, adverse effect on the financial position of MMWEC.

Nuclear Insurance

The Price-Anderson Act (the Act), a federal statute, mandates an industry-wide program of liability insurance for
nuclear facilities. The Act now provides approximately $10.9 billion for public liability claims from a single incident at
a nuclear facility. The $300 million primary layer of insurance for the liability has been purchased in the commercial
market. Secondary coverage is to be provided through an approximately $100.6 million per incident assessment of each
of the currently licensed nuclear units in the United States. The maximum assessment is $10 million per incident per
unit in any year. Under the Act, MMWECS ownership interests in Millstone Unit 3 and Seabrook Station could result
in 2 maximum assessment of $4.8 and $11.7 million, limited to payments of $.5 and $1.2 million per incident per year,
respectively. Renewal of the Act, which expired on December 31, 2003, is currently being considered by Congress.

Insurance has been purchased from Nuclear Electric Insurance Limited (NEIL) to cover the cost of repair,
replacement, decontamination or premature decommissioning of utility property resulting from insured occurrences at
Millstone Unit 3 and Seabrook Station. The NEIL insurance is subject to retroactive assessments if losses exceed the
accumulated funds available to the insurer. MMWEC is potentially subject to a $1.0 and $2.1 million assessment for
its participation in Millstone Unit 3 and Seabrook Station, respectively, for excess property damage, decontamination
and premature decommissioning.

Environmental and Other Issues

MMWEC is not currently covered under gradual pollution liability insurance related to MMWECS Stony Brook
power plants. Nothing has come to management’s attention concerning any material pollution liability claims made
during 2003 or outstanding as of December 31, 2003.

MMWEC has established a trust fund to enhance its Directors’ and Officers’ liability coverage. The purpose of the
trust fund is to make available funds for the purchase of Directors’ and Officers’ liability insurance and/or indemnifi-
cation of the Directors or Officers.

MMWEC has a guaranty with 1ISO New England, Inc. (ISO-NE) with respect to certain MMWEC members'
financial assurance obligations to 1SO-NE.
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Report of Independent Auditors
On Accompanying Consolidating Information

To the Board of Directors of
Massachusetts Municipal Wholesale Electric Company:

The report on our audit of the consolidated financial statements of Massachusetts Municipal Wholesale
Electric Company as of December 31, 2003 and for the year then ended appears on page 1 of this document. That
audit was conducted for the purpose of forming an opinion on the consolidated financial statements taken as a whole.
The consolidating information is presented for purposes of additional analysis of the consolidated financial
statements rather than to present the financial position, results of operations and cash flows of the individual
companies. Accordingly, we do not express an opinion on the financial position, results of operations and cash flows
of the individual companies. However, the consolidating information has been subjected to the auditing procedures
applied in the audit of the consolidated financial statements and, in our opinion, is fairly stated in all material respects

in relation to the consolidated financial statements taken as a whole.

/WW%/

March 12, 2004

MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY
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Project Statements Of Financial Position

December 31, 2003

Nuclear Nuclear Nuclear
(In Thousands) Service Mix 1 Proj. 3 Proj. 4
Assets
Electric plant
In service $ 2,600 $ 62,896 $134,597 $ 272,447
Accumulated depreciation (2,309 (30,926) (68,361) (117,597)
291 31,970 66,236 154,850
Construction work in progress - 741 1,352 1,685
Nuclear fuel-net of amortization - 943 1,685 2,753
Total electric plant 291 33,654 69,273 159,288
Special funds
Bond funds
Interest, principal and retirement account - 5,461 7,045 9,147
Reserve account - 4,470 7,979 9,135
Reserve and contingency fund - 3,228 3,791 5,096
Revenue fund - 5,394 9,323 9,421
Working capital funds 16,838 - - -
Other funds 9,734 - - -
26,572 18,553 28,138 32,799
Current assets
Cash and temporary investments 4,833 - - 1
Accounts receivable 6,275 9 3 67
Unbilled revenues 7,490 - - -
Inventories 7,347 56 - 1,492
Advances to (from) projects 1,976 48) (72) (93)
Prepaid expenses 236 728 1,300 2,019
Total current assets 28,157 745 1,231 3,486
Total special funds and current assets 54,729 19,298 29,369 36,285
Deferred charges
Amounts recoverable (payable) under terms
of the power sales agreements (176) 44,535 71,639 12,988
Unamortized debt discount and expenses - 967 1,845 2,111
Nuclear decommissioning trusts - 5,235 9,853 7,765
Other 540 94 127 823
364 50,831 83,464 23,687
$55,384 $103,783 $182,106 $ 219,260
LIABILITIES
Long-term debt $ - $ 85,704 $155,723 $ 174,400
Current liabilities
Current maturities of
long-term debt - 7.195 9,215 11,085
Short-term debt 9,753 - - -
Accounts payable 3,611 151 165 1,822
Accrued expenses 9,100 2,237 2,633 6,700
Member and participant advances 8,589 3,102 5,395 1,502
31,053 12,685 17,408 21,109
Asset retirement obligation - 5,358 8,908 23,693
Other liabilities 24,331 36 67 58
Commitments and contingencies
$55,384 $103,783 $182,106 $ 219,260

The accompanying notes are an integral part of this supplemental schedule.
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Schedule |

Nuclear Project Hydro Quebec

Proj. 5 No. 6 Peaking  Intermediate Wyman Phase 11 Total

$ 74,282 $ 519,439 $ 56,829 $ 165,391 $7.419 $ - $1,295,900
(32,207) (228,070) (47,500) (136,013) (5,478) - (668,461)
42,075 291,369 9,329 29,378 1,941 - 627,439
426 2,334 - - - - 6,538

699 3,846 - - - - 9,926
43,200 297,549 9,329 29,378 1,941 - 643,903
2,846 19,811 2,608 6,437 280 - 53,635
2,771 30,868 653 3,086 105 - 59,067
1,338 7,795 860 1,597 254 - 23,959
2,377 16,004 7,459 16,396 1,348 - 67,722

- - - - - an 16,827

- - . . . - 9,734

9,332 74,478 11,580 27,516 1,987 Qan 230,944

- 2 - - - 14 4,850

17 93 3 43 178 86 6,774

- - . . - - 7,490

378 2,066 2,093 3,359 187 - 16,978

(31) (156) 163 (1,720) (19) - -

512 2,797 34 69 164 - 7,859

876 4,802 2,293 1,751 510 100 43,951
10,208 79,280 13,873 29,267 2,497 89 274,895
7,996 54,003 (3,570) 683 204 (879 187,423
628 4,598 36 352 18 - 10,555
1,965 10,754 - - - - 35,572
208 1,139 - 111 - 879 3,921
10,797 70,494 (3,534) 1,146 222 - 237,471

$ 64,205 $ 447,323 $ 19,668 $ 59,791 $ 4,660 $ 89 $1,156,269
$ 52,136 $ 373,070 $ 4,320 $ 41,305 $ 2,033 $ - $ 888,691
3,455 22,450 4,770 10,330 470 - 68,970

- - - - - - 9,753

461 2,524 16 391 - 27 9,168
1,852 12,758 231 1,908 110 - 37,529
289 3,627 1,604 4,840 572 62 29,582
6,057 41,359 6,621 17,469 1,152 89 155,002
5,997 32,814 - - - - 76,770

15 80 8,727 1,017 1,475 - 35,806

$ 64,205 $ 447,32 $ 19,668 $ 59,791 $ 4,660 $ 89 $1,156,269

MASSACHUSETTS MUNIQIPAL WHOLESALE ELECTRIC COMPANY
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Project Statements Of Operations
Year Ended December 31, 2003

Nuclear Nuclear Nuclear
(In Thousands) Service Mix 1 Proj. 3 Proj. 4
Revenues $94,813 $15,183 $21,953 $30,196
Interest income 508 541 1,075 1,028
Total revenues and interest income $95,321 $15,724 $23,028 $31,224
Operating and service expenses:
Fuel used in electric generation $ - $ 673 $ 1,226 $ 1,670
Purchased power 77,958 - - -
Other operating 2,108 2,648 4,567 7914
Maintenance 53 368 589 1919
Depreciation 18 747 1,554 3,523
Taxes other than income 3 164 276 691
80,140 4,600 8212 15,717
Interest expense:
Interest charges 135 3,524 5,799 7,225
Interest charged to projects
during construction - 3) @ (25)
135 3,521 5,792 7,200
Total operating costs and interest expense 80,275 8,121 14,004 22,917
Cumulative effect of change in
accounting principle - (805) (2,054) 5,998
Decrease in amounts recoverable under
terms of the power sales agreements 15,046 8,408 11,078 2,309
$95,321 $15,724 $23,028 $31,224

* Allocation between maintenance and other operating is not available.

The accompanying notes are an integral part of this supplemental schedule.
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Schedule 11

Nuclear Project Hydro Quebec
Proj. 5 No. 6 Peaking Intermediate Wyman Phase 11 Total
$8,787 $56,540 $10,944 $52,995 $3,262 $441 $295,114
290 1,972 315 675 53 65 6,522
$9,077 $58,512 $11,259 $53,670 $3,315 $506 $301,636
$ 424 $ 2,334 $ 3,256 $26,484 $2,037 $ - $ 38,104
- - - - - 476 78.434
2,053 11,122 2,014 6,288 *525 - 39,239
486 2,657 379 4,019 - - 10,470
958 6,639 2,323 9,635 239 - 25,636
175 957 415 1,145 162 - 3,988
4,096 23,709 8,387 47,571 2,963 476 195,871
2,124 15,394 387 2,139 100 - 36,827
©) (36) - - - - 77
2,118 15,358 387 2,139 100 - 36,750
6,214 39,067 8,774 49,710 3,063 476 232,621
1,518 8,307 - - - - 12,964
1,345 11,138 2,485 3,960 252 30 56,051
$9,077 $58,512 $11,259 $53,670 $3,315 $506 $301,636
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Project Statement Of Cash Flows
Year Ended December 31, 2003

Nuclear Nuclear Nuclear
(In Thousands) Service Mix 1 Proj. 3 Proj. 4
Cash flows from operating activities:
Total revenues and interest income $ 95,321 $15,724 $ 23,028 $ 31,224
Total costs and expenses, net (80,275) (8.121) (14,004) (22,917)
Adjustments to arrive at net cash
provided by operating activities:
Depreciation 18 747 1,554 3,523
Amortization of debt discount
and nuclear fuel 57 301 1,324 1,934
Change in assets and liabilities:
Accounts receivable 31 )] (3) (12)
Unbilled revenues (383) - - -
Inventories (7,347) 10 - 282
Prepaid expenses (33) 82 202 (505)
Accounts payable “77) (213) (430) 180
Accrued expenses and other 1,084 (38) (235) (468)
Other liabilities 4,608 - - -
Member and participant advances
and reserves (14,312) (687) 797 (1,722)
Net cash provided by (used for)
operating activities (1,708) 7,798 12,233 11,519

Cash flows from investing activities:
Construction expenditures and
purchases of nuclear fuel (98) (935) (1,721) (1,920)
Interest charged to projects

during construction - 3) 7 (25)
Net (increase) decrease in special funds 10,244 576 (830) 1,079
Decommissioning trust payments - (456) (835) (988)
Net cash provided by (used for)

investing activities 10,146 (818) (3,393) (1,854)
Cash flows from financing activities:

Payments made on long-term debt - (6,980) (8,840) (9,665)

Payments made on short-term debt (16,122) - - -

Net proceeds from short-term borrowings 7,153 - - -

Proceeds from issuance of short-term debt 3,131 - - -
Net cash used for financing activities (5.838) (6,980) (8,840) (9,665)
Net increase in cash and

temporary investments 2,600 - - -
Cash and temporary investments

at beginning of year 2,233 - - 1
Cash and temporary investments

at end of year $ 4,833 $ - $ - $ 1
Cash paid during the year for interest

(Net of amount capitalized as shown above) $ 113 $ 4,075 $ 5,930 $ 7.857

The accompanying notes are an integral part of this supplemental schedule.
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Schedule 11l

Nuclear Project Hydro Quebec

Proj. 5 No. 6 Peaking Intermediate Wyman Phase 1l Total
$9,077 $ 58,512 $11,259 $ 53,670 $ 3,315 $ 506 $ 301,636
6.214) (39,067) 8,774) (49,710) (3,063) 476) (232,621)
958 6,639 2,323 9,635 239 - 25,636
338 555 (159) (728) .3 - 3,625

€] 17 15 1,246 (142) (46) 1,062

- - - - - - (383)
71 390 180 3,991 (80) - (2,503)
(127) (700) I 1 (164) - (1,245)
47 232 218 131 (163) 4 (471)
(150) (1,074) 366 800 91) (30) 164

- - (13) €)) - - 4,592

(508) (2,941) 175 (424) 37 44 (19,541)
3,489 22,529 5,589 18,609 (109) 2 79,951
(486) (2,659) €L 247) 32) - (8,132)
()] (36) - - - - @7

398 2,930 (1,140) (8,522) 596 ® 5,323
(250) (1,369) - - - - (3,898)
(344) (1,134) (1,174) (8,769) 564 8 (6,784)
(3,145) (21,395) (4,415) (9.840) (455) - (64.735)
A A : - - - (16,122)

- - - - - - 7153

- - - - - - 3,131
(3,145) (21,395) (4,415) (9,840) (455) - (70,573)
- - - - - 6) 2,594

- 2 - - - 20 2,256

$ - $ 2 $ - $ - $ - $ 14 $ 4,850
$ 2,446 $ 18,732 $ 645 $ 3,095 $ 104 $ - $ 42,997
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Copies of this report and supplemental financial
information can be obtained, free of charge, by writing to:

Corporate Communications/Public Affairs Office,

Massachusetts Municipal Wholesale Electric Company,

P.O. Box 426, Ludlow, MA 01056.

Phone: (413) 589-0141

Fax: (413) 589-1585

E-mail: mmwec@mmwec.org

Internet: www.mmwec.org

All requests for information about MMWEC should be
directed to this office. @ MMWEC 2004.
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INDEPENDENT AUDITORS' REPORT

The Board of Commissioners
Hudson Light and Power Department

We have audited the accompanying financial statements of Hudson Light and Power Department
of Hudson, Massachusetts, as of and for the years ended December 31, 2003 and 2002, as listed
in the table of contents. These financial statements are the responsibility of the Department's
management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Hudson Light and Power Department as of December 31, 2003 and
2002, and the results of its operations and its cash flows for the years then ended in conformity
with accounting principles generally accepted in the United States of America.

The Management’s Discussion and Analysis on pages two through four is not a required part of
the basic financial statements but is supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurements and presentation
of the supplementary information. However, we did not audit the information and express no
opinion on it.

Goulet, Salvidio & Associates, P.C.
Goulel Salnidio & dasociates L L

Worcester, Massachusetts
April 20, 2004

Nine Irving Street - Worcester, MA 01609 - Tel: 508-757-5957 - Fax: 508-753-0948 - E-mail: admin@gsamycpa.com

The @ Never Underestimate The Value*



MANAGEMENT’S DISCUSSION AND ANALYSIS

Within this section of the Hudson Light and Power Department’s annual financial report,
management provides narrative discussion and analysis of the financial activities of the Hudson
Light and Power Department for the year ended December 31, 2003 and 2002. The Department’s
performance is discussed and analyzed within the context of the accompanying financial statements
and disclosures following this section.

Overview of the Financial Statements:

The basic financial statements include (1) the statements of net assets (2) the statements of
revenues, expenses and changes in net assets (3) the cash flow statements and (4) notes to the
financial statements.

The Statements of Net Assets are designed to indicate our financial position as of a specific
point in time. At December 31, 2003, it shows our net worth has decreased compared to the
year ended December 31, 2002. This decrease is due to the Department’s appropriation of net
assets to the rate stabilization fund.

The Statements of Revenues, Expenses and Changes in Net Assets summarizes our operating
results and reveals how much of a profit was earned for the year. As discussed in more detail
below, our net profit for December 31, 2003 and 2002 was $559,768 and $1,247,129,

respectively.

The Statements of Cash Flows provides information about the cash receipts and cash
payments during the accounting period. It also provides information about the investing and
financing activities for the same period.

Summary of Net Assets — Operating Fund

2003 2002
Current Assets $§ 9,794,693 $ 10,833,193
Noncurrent Assets 11,497.814 11,546,861
Total Assets $ 21,292,507 $ 22,380,054
Current Liabilities $ 1,696,302 $ 2,026,229
Noncurrent Liabilities 658.145 731,722
Total Liabilities 2.354.447 2,757,951
Net Assets:
Restricted for Debt Service 1,925,000 1,925,000
Invested in Capital Assets, Net of Related Debt 6,680,596 5,392,630
Unrestricted 10,332,464 12,304,473
Total Net Assets 18,938.060 19.622.103
Total Net Assets and Liabilities 21,292,507 $ 22.380,054



Summary of Changes in Net Assets — Operating Fund

2003 2002
Operating Revenues $ 31,579,604 $ 31,773,059
Operating Expenses 31,314,414 30,918,501
Operating Income 265,190 854,558
Nonoperating Revenues 294,578 392,571
Income Before Contributions and Transfers 559,768 1,247,129
Transfers Out — Payment in Lieu of Taxes (252,408) (225,000)
Transfers Out — Rate Stabilization Trust Fund (1,000,000) (2,409,987)
Transfers Out — Retirees’ Medical Insurance Premiums (24,033) 0
Transfers Out — Refund of Customer Overpayment (5,698) 0
Transfers In — Restricted for Capital Projects 2,100 0
Claims and Judgments 36,228 1,678,883
Net Assets, January 1 19,622,103 19,331,078
Net Assets, December 31 $ 18,938,060 $_19,622,103

Financial Highlights:

Operating revenues decreased by $193,455 in 2003. This decrease in revenues can be attributed
primarily to the rate reduction of 14% in August of 2002 remaining in effect for the entire year of
2003. There was also a 3% increase in power consumption.

Operating expenses increased by $395,913 in 2003. This increase in expense can be attributed to the
increase in energy and transmission costs.

Utility Plant and Debt Administration:

Utility Plant
Net utility plant increased by $1,287,966 from 2002. This increase is the difference between the

current year additions of $1,934,428 and the annual depreciation (3%) write off of $622,611 and
amortization of nuclear fuel of $23,851. During 2003, the Department upgraded the transmission and
distribution system for approximately $1,747,161, which accounted for 91% of current year additions
and the additions to the general plant accounted for approximately 9% of which $114,649 was for a
new storage yard.

In December 2001, the Department approved a substation redesign to improve reliability by taking
advantage of a second transmission line being built by National Grid. The substation redesign started
in 2002 and will be completed in 2004,

Debt Administration

The Hudson Light and Power Department remains a vertically integrated utility, as do all Municipal
Light Departments in Massachusetts. This means that we are allowed under the Massachusetts Utility
Restructuring Laws to retain our ownership and control over our electrical generation assets. Investor
owned utilities, such as Massachusetts Electric Company, have been required to sell their generation
assets as a result of the same restructuring laws.



Debt Administration — Continued

The generation assets, which we have a vested interest in through a Purchase Sales Agreement along
with the other municipal electrical systems in New England, are financed through municipal bonds.
The collective debt service owed under these bonds stand at approximately $1.2 billion, of which
Hudson Light and Power Department’s share is just over $137 million.

In an effort to ensure stable costs for electricity in future years the Hudson Light and Power
Department, worked with the Massachusetts Municipal Wholesale Electric Company, on a bond
refinancing in 2001. This refinancing is expected to save the Hudson Light and Power Department
approximately $15 million in interest over the life of the bonds.

Though we will not gain any immediate benefit from the refinancing, it is part of a longer-term,
strategic effort to maintain the competitive rates and reliable electric service into the future. The bulk
of the savings from the refinancing program will be used to stabilize our power costs beginning in
2010. During this timeframe competition in the power markets is expected to intensify, and reduced
debt service will place us in a better position to control costs.

Significant Balances and Transactions:

Retirement Trust Fund

The Retirement Trust Fund’s purpose is to directly reimburse the Town of Hudson for retirement
costs attributable to the Hudson Light and Power Department’s retirees for whom the Town of
Hudson is assessed annually by the Middlesex County Retirement System, and to satisfy the
Department’s anticipated future pension liabilities for it’s current employees.

Rate Stabilization Trust Fund

The Rate Stabilization Trust Fund’s purpose is to fund future power supply costs for which the
department is presently obligated to make, so as to eliminate or reduce future power supply costs, in
order to remain competitive within the electric industry and for other supply-related issues which the
Trustees designate by vote.

Depreciation Fund

Hudson Light and Power Department maintains a depreciation fund, which is managed by the Town
of Hudson Treasurer. This fund is used to pay for large capital investments such as new trucks and
other long-term assets. Items such as these would be purchased from the operating funds, which
would then be replenished by funds transferred from the depreciation fund. The depreciation fund is
required by state statute. We set aside 3% of our cost of plant annually to be used for capital
improvements and additions.

Purchased Power Working Capital

The purchased power working capital is an amount held by Massachusetts Municipal Wholesale
Electric Company (MMWEC), our power supply agent. MMWEC requires that they hold a set
amount of capital from which it may pay our power obligations when they are due. They replenish
the fund as needed from our monthly invoice payments.




HUDSON LIGHT AND POWER DEPARTMENT
STATEMENTS OF NET ASSETS
DECEMBER 31, 2003 AND 2002

2002

6,349,867
500
2,850,356
27,854
812,520
162,297
629,799
0

10,833,193

5,207,245
705,038
160,000

81,948

5,392,630

OPERATING FUND
ASSETS
2003

CURRENT ASSETS:
Funds on Deposit with Town Treasurer

Operating Fund $ 4,947,973
Petty Cash 500
Customer Accounts Receivable 2,883,475
Other Receivables 56,666
Materials and Supplies 927,233
Purchased Power Prepayments 150,475
Purchased Power Working Capital 629,799
Deferred Debit - Fuel Charge 198,572

TOTAL CURRENT ASSETS 9,794,693

NONCURRENT ASSETS:
Funds on Deposit with Town Treasurer

Depreciation Fund 4,067,129

Customer Deposits 532,738

Insurance Escrow Reserve 149,413
Investment 67,938
Utility Plant Assets, Net 6,680,596

TOTAL NONCURRENT ASSETS 11,497,814

TOTAL ASSETS $ 21,292,507

11,546,861

See Accompanying Notes to Financial Statements
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HUDSON LIGHT AND POWER DEPARTMENT

2002

1,317,441
509,183
23,000
176,605

2,026,229

592,622
2,100
137,000

731,722

2,757,951

1,925,000
5,392,630
12,304,473

STATEMENTS OF NET ASSETS
DECEMBER 31, 2003 AND 2002
OPERATING FUND
LIABILITIES
2003

CURRENT LIABILITIES:
Accounts Payable $ 1,574,978
Miscellaneous Current and Accrued Liabilities 98,324
Insurance Escrow Reserve 23,000
Deferred Credit - Fuel Charge 0

TOTAL CURRENT LIABILITIES 1,696,302
NONCURRENT LIABILITIES:
Customer Deposits 531,732
Customer Advances for Construction 0
Insurance Escrow Reserve 126,413

TOTAL NONCURRENT LIABILITIES 658,145
TOTAL LIABILITIES 2,354,447

NET ASSETS

Restricted for Debt Service 1,925,000
Invested in Capital Assets, Net of Related Debt 6,680,596
Unrestricted 10,332,464

TOTAL NET ASSETS 18,938,060

19,622,103

TOTAL LIABILITIES AND NET ASSETS $ 21,292,507

$ 22,380,054

See Accompanying Notes to Financial Statements
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HUDSON LIGHT AND POWER DEPARTMENT
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

2002

31,773,059

30,287,407
631,094

30,918,501

854,558

392,587
(16)

392,571

OPERATING FUND
2003

OPERATING REVENUES $ 31,579,604
OPERATING EXPENSES:
Operations and Maintenance 30,691,803
Depreciation Expense 622,611

TOTAL OPERATING EXPENSES 31,314,414
OPERATING INCOME 265,190
NONOPERATING REVENUES (EXPENSES):
Interest and Dividend Income 294,578
Interest Expense 0

TOTAL NONOPERATING REVENUES (EXPENSES) 294,578
Income Before Contributions and Transfers 559,768
NET ASSETS - JANUARY 1 19,622,103
Transfers Out - Payment in Lieu of Taxes (252,408)
Transfers Out - Rate Stabilization Trust Fund (1,000,000)
Transfers Out - Retirees' Medical Insurance Premiums (24,033)
Transfers Out - Refund of Customer Overpayment (5,698)
Transfers In - Restricted for Capital Projects 2,100
Claims and Judgments 36,228

NET ASSETS - DECEMBER 31

$ 18,938,060

1,247,129

19,331,078

(225,000)
(2,409,987)
0
0
0
1,678,883

$ 19,622,103

See Accompanying Notes to Financial Statements
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HUDSON LIGHT AND POWER DEPARTMENT
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

2002

$ 32,471,440
(28,888,195)
(848,052)
(225,000)
1,678,883

4,189,076

(16)

(738,180)
(19,382)

(757,562)

(2,409,987)
392,587
(1,261,687)

(3,279,087)

152,411

7,912,748

OPERATING FUND
2003

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from Customers $ 31,708,622
Cash Paid to Suppliers and Employees (30,632,610)
Cash Paid for Benefits (958,889)
Payment in Lieu of Taxes (252,408)
Cash Received for Claims and Judgments 36,228

Net Cash Provided (Used) by Operating Activities (99,057)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Interest Expense 0
CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:

Purchases of Utility Plant Assets (1,919,990)
Purchases of Nuclear Fuel (14,438)

Net Cash Used in Capital and Related

Financing Activities (1,934,428)

CASH FLOWS FROM INVESTING ACTIVITIES:
Rate Stabilization Reserve (1,000,000)
Interest and Dividend Income 294,578
Net Proceeds from Maturities (Purchases) of Investments 2,050,585

Net Cash Provided (Used) by Investing Activities 1,345,163
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT  (688,322)
CASH AND CASH EQUIVALENTS - JANUARY 1 8,065,159
CASH AND CASH EQUIVALENTS - DECEMBER 31 $ 7,376,837

$ 8,065,159

See Accompanying Notes to Financial Statements
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HUDSON LIGHT AND POWER DEPARTMENT
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

OPERATING FUND

RECONCILIATION OF OPERATING INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES:

2003 2002
Operating Income $ 265,190 $ 854,558
Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities:
Depreciation 622,611 631,094
Amortization of Nuclear Fuel 23,851 22,234
Payment in Lieu of Taxes (252,408) (225,000)
Retirees' Medical Insurance Premiums (24,033) 0
Refund of Customer Overpayment (5,698) 0
Cash Received for Claims and Judgments 36,228 1,678,883
Changes in Assets and Liabilities:

(Increase) Decrease in: ,
Customer Accounts Receivable (33,119) 519,836 f
Other Receivables (28,812) 198,480
Materials and Supplies (114,713) 131,996
Purchased Power Prepayments 11,822 93,502
Deferred Debit - Fuel Charge (198,572) 0

Increase (Decrease) in:

Accounts Payable 257,537 (34,190)
Customer Deposits (60,890) 174,184
Tax Collections Payable 0 13,330
Deferred Credit - Fuel Charge (176,605) 0
Miscellaneous Current and Accrued Liabilities (410,859) (29,831)
Insurance Escrow Reserve (10,587) 160,000
Net Cash Provided (Used) by Operating Activities b (99,057) 3 4,189,076

See Accompanying Notes to Financial Statements
9



FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

HUDSON LIGHT AND POWER DEPARTMENT
STATEMENTS OF CASH FLOWS

OPERATING FUND

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

The following amounts are considered to be cash or cash equivalents for the purpose of the statements

of cash flows:

Operating Fund
Petty Cash
Depreciation Fund

Depreciation Investment Fund (Note 8)
Insurance Escrow Reserve

Customer Deposits

2003 2002
4,947,973 $ 6,349,867
500 500
1,740,554 413,455
5,659 436,299
149,413 160,000
532,738 705,038
7,376,837 $ 8,065,159

See Accompanying Notes to Financial Statements
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HUDSON LIGHT AND POWER DEPARTMENT
STATEMENTS OF NET ASSETS
DECEMBER 31, 2003 AND 2002

RATE STABILIZATION TRUST FUND

ASSETS
2003 2002
NONCURRENT ASSETS:
Funds on Deposit with Town Treasurer
Cash and Cash Equivalents S 1,490,462 906,093
Investments 8,897,331 10,114,649
TOTAL ASSETS $ 10,387,793 11,020,742
NET ASSETS
NET ASSETS - Restricted $ 10,387,793 11,020,742
RETIREMENT TRUST FUND
ASSETS
2003 2002
NONCURRENT ASSETS:
Funds on Deposit with Town Treasurer
Cash and Cash Equivalents $ 1,084,183 3,020,403
Investments 7,031,831 4,166,661
TOTAL ASSETS $ 8,116,014 7,187,064
NET ASSETS
NET ASSETS - Restricted $ 8,116,014 7,187,064

See Accompanying Notes to Financial Statements
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HUDSON LIGHT AND POWER DEPARTMENT
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

RATE STABILIZATION TRUST FUND

2003 2002

NONOPERATING REVENUES (EXPENSES):
Interest Earned on Invested Funds $ 364,687 $ 378,352
Accrued Interest Paid at Purchase (829) (21,484)
Gain (Loss) from Security Redemption 3,192 0
Annual Contribution (to) from Operations (2,000,000) 501,521
NET INCOME (LOSS) (1,632,950) 858,389 :

|
NET ASSETS - JANUARY 1 11,020,743 7,752,366 3
Transfers In - Operating Fund 1,000,000 2,409,987 :
NET ASSETS - DECEMBER 31 $ 10,387,793 $ 11,020,742 \

RETIREMENT TRUST FUND
2003 2002

NONOPERATING REVENUES (EXPENSES):
Interest Earned on Invested Funds 3 278,653 $ 338,711
Accrued Interest Paid at Purchase (10,618) (43,858)
Gain (Loss) from Security Redemption (1,538) 2,000
Management Fee (2,329) 0
Annual Contribution from Operations 896,093 414,913
Annual Pension Expense (461,368) (458,596)
Unrealized Gain on Investments 230,057 0
NET INCOME 928,950 253,170
NET ASSETS - JANUARY 1 7,187,064 6,933,894
NET ASSETS - DECEMBER 31 $ 8,116,014 $ 7,187,064

See Accompanying Notes to Financial Statements
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HUDSON LIGHT AND POWER DEPARTMENT
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

RATE STABILIZATION TRUST FUND

2003 2002 |
!
CASH FLOWS FROM INVESTING ACTIVITIES: |
Net Interest Income $ 363,858 $ 356,868
Net Proceeds from Maturities (Purchases) of Investments 1,217,319 (4,836,567) |
Gain (Loss) on Security Redemption 3,192 0 \
Appropriation from Net Assets - Operating Fund 0 2,409,987 |
Annual Contribution from Operations 0 501,521 ?
Net Transfer to Operations (1,000,000) 0
INCREASE IN CASH AND CASH EQUIVALENTS 584,369 (1,568,191)
CASH AND CASH EQUIVALENTS - JANUARY 1 906,093 2,474,284 |
CASH AND CASH EQUIVALENTS - DECEMBER 31 $ 1,490,462 $ 906,093 E
RETIREMENT TRUST FUND

2003 2002
CASH FLOWS FROM INVESTING ACTIVITIES:
Net Interest Income $ 268,035 $ 294,853
Net Proceeds from Maturities (Purchases) of Investments (2,635,113) 388,860
Gain (Loss) on Security Redemption (1,538) 2,000
Management Fee (2,329 0 |
Annual Contribution from Operations 896,093 414,913 i
Annual Pension Expense (461,368) (458,596)
INCREASE IN CASH AND CASH EQUIVALENTS (1,936,220) 642,030
CASH AND CASH EQUIVALENTS - JANUARY 1 3,020,403 2,378,373
CASH AND CASH EQUIVALENTS - DECEMBER 31 b 1,084,183 $ 3,020,403

See Accompanying Notes to Financial Statements
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HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
The significant accounting policies of Hudson Light and Power Department are as follows:

Reporting Entity

The Hudson Light and Power Department is a component unit of the Town of Hudson,
Massachusetts. The Department purchases power from various sources and sells it to the ultimate
customers at rates submitted to the Massachusetts Department of Telecommunications and
Energy (DTE). The Municipal Light Board appoints a manager of municipal lighting who shall,
under the direction and control of the Municipal Light Board, have full charge of the operation
and management of the Department.

Regulation and Basis of Accounting

The Town of Hudson complies with Generally Accepted Accounting Principles (GAAP). The
Town's reporting entity applies all relevant Governmental Accounting Standards Board (GASB)
pronouncements. Proprietary funds and similar component units apply Financial Accounting
Standards Board (FASB) pronouncements and Accounting Principles Board (APB) opinions
issued on or before November 30, 1989, unless those pronouncements conflict with or contradict
GASB pronouncements, in which case GASB prevails.

The Department uses the economic resources measurement focus and the accrual basis of
accounting. Under the accrual basis of accounting, revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred.

The Department adopted the provisions of Governmental Accounting Standards Board (GASB)
Statement No. 34, Basic Financial Statements — and Management's Discussion and Analysis —
Jor State and Local Governments in 2001.

Under Massachusetts law, electric rates of the Department are set by the Municipal Light Board
and may be changed not more often than once every three months. Rate schedules are filed with
the Massachusetts Department of Telecommunications and Energy (DTE). While the DTE
exercises general supervisory authority over the Department, the Department's rates are not
subject to DTE approval.

Depreciation
The general laws of Massachusetts allow utility plant to be depreciated at an annual rate of 3%.

In order to change this rate, approval must be obtained from the Department of
Telecommunications and Energy. Changes in annual depreciation rates may be made for
financial factors relating to cash flow rather than for engineering factors relating to estimates of
useful lives. The Department used a depreciation rate of 3% for 2003 and 2002.

The Department charges maintenance to expense when incurred. Replacements and betterments
are charged to utility plant.
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HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Revenues

Revenues from sales of electricity are recorded on the basis of bills rendered from monthly
readings taken on a cycle basis. The revenues are based on rates established by the Department
which are applied to the customers' consumption of electricity.

The Department rates have a power adjustment charge (power costs in excess of amounts
recovered through base rates) which are billable to customers. The Department records estimated
unbilled power adjustment charge revenue at the end of accounting periods.

Materials and Supplies
Materials and supplies are valued using the average cost method.

Taxes

The Department is exempt from federal and state income taxes. Although also exempt from
property taxes, the Department pays amounts in lieu of taxes to the Town of Hudson and the
Town of Stow. Taxes are paid to the State of New Hampshire resulting from ownership in the
Seabrook, New Hampshire Nuclear Power Plant.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Cash and Cash Equivalents
For purposes of the statements of cash flows, the Department considers all highly liquid debt

instruments purchased with a maturity of three months or less to be cash equivalents.

Advertising
The Department expenses advertising costs as incurred. At December 31, 2003 and 2002,

advertising expense was $4,593 and $2,481, respectively.

Reclassification
Certain amounts in the 2002 financial statements have been reclassified to conform with the
2003 presentation with no effect on previously reported net income.

Compensated Absences

In accordance with Town and Light Department policies, employees are allowed to accumulate
sick days up to a maximum of 960 hours. Upon termination of employment with the Light
Department, the employee will not be paid for accumulated sick days. Upon retirement,
employees are paid up to 50% of their accumulated sick time at their regular rate of pay. The
percentage is based on employee’s age and number of years of service with the Light
Department.

15



HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued):

Compensated Absences (continued)

Employees are permitted to carry vacation time from one year to the next. Upon termination of
employment with the Light Department, the employee will be paid for unused vacation time
based on the employee's base rate of pay at the time of termination. Union employees have to use
their vacation by April of the following year.

Accounts Receivable

The Light Department carries its accounts receivable at cost. On a periodic basis, the Department
evaluates its accounts receivable. The Department’s policy is to consider an invoice past due if
payment has not been received by the Department within 60 days. Letters are sent out requesting
payment. If payment is still not received, a shutoff process is started.

Allowance for Doubtful Accounts

Accounts are charged to bad debt expense as they are deemed uncollectible based upon a
periodic review of the accounts. At December 31, 2003 and 2002, no allowance for uncollectible
accounts was considered necessary.

NOTE 2 - UNBILLED REVENUE:

No recognition is given to the amount of sales to customers which are unbilled at the end of the
accounting period.

NOTE 3 - CONCENTRATION OF CREDIT RISK:

The Hudson Light and Power Department’s deposits with the Town Treasurer are commingled
and invested with deposits from other Town funds. The Light Department’s funds on deposit
with financial institutions are subject to the insurance coverage limits imposed by the Federal
Deposit Insurance Corporation (FDIC) and the Deposit Insurance Fund of Massachusetts (DIF).
Deposits in excess of FDIC limits are collateralized by the banks’ investment in government
securities.

NOTE 4 - INVESTMENT:

The Department owns shares of Hydro Quebec Phase II stock. The securities are stated at cost.
Fair market value approximates stated value.
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HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2002

NOTE 5 - DEPRECIATION FUND:

Pursuant to provisions of the Commonwealth General Laws, cash in an amount equivalent to the
annual depreciation expense is transferred from unrestricted funds to the depreciation fund.
Interest earned on the balance of the fund must also remain in the fund. Such cash may be used
for the cost of plant, nuclear decommissioning costs, the costs of contractual commitments, and
deferred costs related to such commitments which the Municipal Light Board determines are
above market value.

NOTE 6 - PURCHASED POWER WORKING CAPITAL:

The purchased power working capital is an amount held by Massachusetts Municipal Wholesale
Electric Company (MMWEC), our power supply agent. The implementation of the Working
Capital Program began August 1, 1985. MMWEC Participants approved certain working capital
amendments to the various power purchase agreements. MMWEC requires that they hold a set
amount of capital from which it may pay our power obligations when they are due. They
replenish the fund as needed from our monthly invoice payments. The income earned is returned
monthly to the Department. The balance in the fund is $629,799 as of December 31, 2003 and
2002.

NOTE 7 - MAJOR CUSTOMER:

The Department's revenues include approximately $12,733,265 and $13,136,600 billed to one
major customer during 2003 and 2002, respectively. Amounts due from this customer included
in accounts receivable were $958,298 and $983,152 at December 31, 2003 and 2002,
respectively.

NOTE 8 - CASH EQUIVALENTS:

The Department's cash, cash equivalents and investments are held by the Hudson Town
Treasurer. The Department's investments are classified as held to maturity and are recorded at
unamortized cost plus accrued interest paid at purchase. The Depreciation Investment Fund is
allocated between investments and cash equivalents as follows:

2003 2002
Investments $ 2,320,916 $ 4,357,491
Cash Equivalents 5.659 436,299
Total $ 2326575 $§_ 4,793,790

The gross unrealized holding gains on the U.S. Treasury Notes were $16,386 and $25,745 at
December 31, 2003 and 2002, respectively.
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HUDSON LIGHT AND POWER DEPARTMENT

NOTE 9 - UTILITY PLANT ASSETS:

Capital Assets Not Being Depreciated:

Land
Intangible Plant

Construction in Progress

Total

Capital Assets Being Depreciated:

Production Plant
Nuclear Fuel
Transmission Plant
Distribution Plant
General Plant

Total

Less Accumulated Depreciation For:

Production Plant
Nuclear Fuel
Transmission Plant
Distribution Plant
General Plant

Total Accumulated Depreciation

Capital Assets Being Depreciated, Net

Utility Plant Assets, Net

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2002

Balance Balance
January 1, December 31,

2003 Increases Decreases 2003
3 60,557 0 3 S 60,557
3,880 0 0 3,880
31,399 1,139,065 0 1,170,464
95,836 1,139,065 0 1,234,901
6,565,847 23,363 (59,207) 6,530,003
393,938 14,438 0 408,376
1,458,209 80,539 (40,269) 1,498,479
10,363,795 527,558 (465,023) 10,426,330
2,364,454 149,465 (14,103) 2,499,816
21,146,243 795,363 (578,602) 21,363,004
(5,441,897) (144,676) 59,207 (5,527,366)
(339,964) (23,851) 0 (363,815)
(1,360,158) (11,766) 40,269 (1,331,655)
(7,144,631) (321,916) 465,023 (7,001,524)
(1,562,799) (144,253) 14,103 (1,692,949)
(15,849,449) (646,462) 578,602 (15,917,309)
5,296,794 148,901 0 5,445,695
3 5,392,630 1,287,966 3 0 3 6,680,596
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HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2002

NOTE 10 -~ INVESTED IN CAPITAL ASSETS, NET OF RELATED DEBT:

2003 —2002
Cost of Capital Assets Acquired $ 22,597,905 $ 21,242,079
Less: Accumulated Depreciation 15,917,309 15,849,449
Invested in Capital Assets, Net of Related Debt $ 6,680,596 $ 5,392,630

NOTE 11 - CLAIMS AND JUDGMENTS:

The Massachusetts Municipal Utility Trust reimbursed the Department $36,228 during 2003 for
an oil spill clean up. The MMWEC Board of Directors voted in 2002 to refund $1,378,709 of
decommissioning reserves that were deemed unnecessary for the Millstone 3 and Seabrook
Projects. The Department also received $231,278 in 2002 from the Vermont Legal Settlement,
$60,171 in 2002 from New England Power for adjustment of deferred taxes and ICAP Final
Settlement Adjustment of $8,725.

NOTE 12 - RELATED PARTY TRANSACTIONS:

In the ordinary course of business, the Department sells electricity to various town departments.
During the years ended December 31, 2003 and 2002, sales to these departments totaled
$916,502 and $840,000, respectively. At December 31, 2003 and 2002, the amounts due from
these departments were $48,339 and $56,893, respectively.

The Department reimburses the town for various employee benefits and services, including
health insurance and retirement. During the years ended December 31, 2003 and 2002, the total
amount paid for these services was $918,843 and $860,990, respectively. The amounts payable
to the town as of December 31, 2003 and 2002 were $1,497 and $1,872, respectively.

NOTE 13 -~ CONSTRUCTION IN PROGRESS:

The Hudson Light and Power Department is managing a project to construct a substation
upgrade to take advantage of a second transmission line connection with National Grid. The
project is in the final phase and is to be completed in 2004. The Department has incurred costs
totaling $1,170,464 as of December 31, 2003. Total cost of the project is approximately
$1,400,000.
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HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2002

NOTE 14 - RISK MANAGEMENT:

Self Insurance Trust

Hudson Light and Power Department participates in Mass Municipal Self Insurance Trust (the
Trust) with 17 other municipal light departments for the purpose of sharing excess liability and
officers’ liability risks. Hudson Light and Power Department is commercially insured for
$500,000 per occurrence, with a $50,000 deductible that would be paid by the Trust. Each
participating light department contributes to the Trust based on its share of the group’s total
kilowatt-hour sales. In 2003 and 2002, the Trust required no contributions from its members as
the Trust was overfunded and experienced favorable claims experience. Payments for claims
under the deductible limit are funded by trust assets or, if required, additional contributions from
the participants.

NOTE 15 - MMWEC PARTICIPATION:

Town of Hudson acting through its Light Department is a Participant in certain Projects of the
Massachusetts Municipal Wholesale Electric Company (MMWEC).

MMWEC is a public corporation and a political subdivision of the Commonwealth of
Massachusetts created as a means to develop a bulk power supply for its Members and other
utilities. MMWEC is authorized to construct, own or purchase ownership interests in and to issue
revenue bonds to finance electric facilities (Projects). MMWEC has acquired ownership interests
in electric facilities operated by other utilities and also owns and operates its own electric
facilities. MMWEC sells all of the capability (Project Capability) of each of its Projects to its
Members and other utilities (Project Participants) under Power Sales Agreements (PSAs).
Among other things, the PSAs require each Project Participant to pay its pro rata share of
MMWEC'’s costs related to the Project, which costs include debt service on the revenue bonds
issued by MMWEC to finance the Project, plus 10% of MMWEC’s debt service to be paid into a
Reserve and Contingency Fund. In addition, should any Project Participant fail to make any
payment when due, other Project Participants of that Project may be required to increase (step-
up) their payments and correspondingly their Participants’ share of that Project’s Project
Capability to an additional amount not to exceed 25% of their original Participants’ share of that
Project’s Project Capability. Project Participants have covenanted to fix, revise, and collect rates
at least sufficient to meet their obligations under the PSAs.

Hudson Light and Power Department has entered into PSAs and Purchase Power Agreements
(PPAs) with MMWEC. Under both the PSAs and PPAs, the Department is required to make
certain payments to MMWEC payable solely from Department revenues. Under the PSAs, each
Participant is unconditionally obligated to make payments due to MMWEC whether or not the
Project(s) is completed or operating and notwithstanding the suspension or interruption of the
output of the Project(s).
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HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2002

NOTE 16 - PENSION PLAN:

The Department is a member of the Middlesex Retirement System, which, in turn is a member of
the Massachusetts Contributory Retirement System, which is governed by M.G.L. c.32 of the
Massachusetts General Laws. Membership in the plan is mandatory immediately upon the
commencement of employment for all permanent, full-time employees. The plan is a
contributory defined benefit plan for all county employees and employees of participating towns
and districts except those employees who are covered by the teachers retirement board.

Massachusetts Contributory Retirement System benefits are uniform from system to system. The
System provides for retirement allowance benefits up to a maximum of 80% of a member's
highest three year average annual rate of regular compensation. Benefit payments are based upon
a member's age, length of creditable service, level of compensation, and group classification.

A $30,000 salary cap, upon which members' benefits were calculated, was removed by the
Middlesex Retirement System effective January 1, 1991. Members become vested after ten years
of creditable service. A superannuation retirement allowance may be received upon the
completion of twenty years of service or upon reaching the age of 55 with ten years of service.
Normal retirement for most employees occurs at age 65 (for certain hazardous duty and public
safety positions normal retirement is at age 55).

A retirement allowance consists of two parts: an annuity and a pension. A member's accumulated
total contributions and a portion of the interest they generate constitute the annuity. The
differential between the total retirement benefit and the annuity is the pension. The average
retirement benefit is approximately 80-85% pension and 15-20% annuity.

Active members contribute either 5, 7, 8, or 9% of their gross regular compensation. The
percentage rate is keyed to the date upon which an employee's membership commences.
Members hired after 1978 contribute an additional 2% of annual pay above $30,000. These
contributions are deposited in the Annuity Savings Fund and earn interest at a rate determined by
the Public Employees' Retirement Administration's Commission (PERAC's) actuary. When a
member's retirement becomes effective, his/her deductions and related interest are transferred to
the Annuity Reserve Fund.

Members who become permanently and totally disabled for further duty may be eligible to
receive a disability retirement allowance. The amount of benefits to be received in such cases is
dependent upon several factors, including: whether or not the disability is work related, the

member's age, years of creditable service, level of compensation, veterans' status, and group -

classification. Employees who resign from service and who are not eligible to receive a
retirement allowance or are under the age of 55 are entitled to request a refund of their
accumulated total contributions. In addition, depending upon the number of years of creditable
service, such employees are entitled to receive either zero (0%) percent, fifty (50%) percent, or
one hundred (100%) percent of the regular interest which has accrued upon those contributions.
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HUDSON LIGHT AND POWER DEPARTMENT
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DECEMBER 31, 2003 AND 2002

NOTE 16 - PENSION PLAN (continued):

Survivor benefits are extended to eligible beneficiaries of members whose death occurs prior to
or following retirement.

The Town of Hudson is assessed annually for its share of the current year pension payments
which includes the retired employees of the Town of Hudson Light and Power Department. The
Department then reimburses the Town for the Department’s share of this assessment. The
Department paid to the Town $461,368 in 2003, $458,596 in 2002 and $500,215 in 2001.

The Plan’s separately issued financial statements can be obtained by contacting Middlesex
Retirement System at 25 Linnell Circle, Billerica, MA 01865.

The Department is making provisions for their share of the Town of Hudson’s unfunded actuarial
liability by setting up the Town of Hudson Light and Power Department Employees’ Retirement
Trust to which they make contributions as deemed necessary by an actuary hired every two years
to analyze the trust’s estimated actuarial liability and assets. In addition to its annual town
assessment, the Department has set aside amounts totaling $7,885,957 and $7,187,064 as of
December 31, 2003 and 2002, for the Department’s anticipated future liabilities for its current
employees.

NOTE 17 - RETIREMENT TRUST FUND:

The Department's cash equivalents and investments are held by the Hudson Town Treasurer. The
Department's U.S. Treasury Notes and Certificates of Deposit are classified as held to maturity,
and are recorded at unamortized cost plus accrued interest paid at purchase. Investments in
equity securities with readily determinable fair values are reported at their fair value on the
statements of net assets. Fair values are based on the quoted market price of the investments.

At December 31, 2003, the gross unrealized holding gains on the U.S. Treasury Notes were
$18,840. The gross unrealized holding gains on Certificate of Deposits were $3,265. The
unrealized gain on investments of $230,057 is reflected in the statements of revenues, expenses
and changes in net assets.

At December 31, 2002, the gross unrealized holding gains on the U.S. Treasury Notes were
$42,420. The gross unrealized holding gains on Certificate of Deposits were $6,115.

NOTE 18 - RATE STABILIZATION TRUST FUND:

The Hudson Light and Power Board of Commissioners voted (January 11, 1997) to establish a
Rate Stabilization Trust Fund for the purpose of providing the necessary funds to meet future

power supply costs. Under the terms of the trust any assets remaining after the final payment of
Power Sales Agreement obligations will revert back to the Department.
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DECEMBER 31, 2003 AND 2002

NOTE 18 - RATE STABILIZATION TRUST FUND (continued):

The Department's cash equivalents and investments are held by the Hudson Town Treasurer. The
Department's investments are classified as held to maturity and are recorded at unamortized cost
plus accrued interest paid at purchase.

At December 31, 2003 there were no U.S. Treasury Notes. The gross unrealized holding gains on
Certificates of Deposit were $6,412.

At December 31, 2002, the gross unrealized holding losses on the U.S. Treasury Notes were
$54,962. The gross unrealized holding gains on Certificates of Deposit were $14,698.

NOTE 19 - COMMITMENTS AND CONTINGENCIES:

Environmental Matters

Hudson Light and Power Department is subject, like other electric utilities, to evolving standards
administered by federal, state and local authorities relating to the quality of the environment.
These standards affect the siting of electric property, ambient air and water quality, plant safety
and other environmental factors. These standards have had an impact on Hudson Light and
Power Department’s operations in the past and they will continue to have an impact on future
operations, capital costs and construction schedules.

Mirant and Taunton Purchase Power Commitments

Hudson Light and Power Department has entered into a purchase power contract with Mirant
Americas Energy Marketing, LP to purchase a minimum of 5 MW of power through June 1,
2006. The power purchase contract calls for Hudson Light and Power Department to make
monthly payments based on the amount of energy supplied.

Hudson Light and Power Department has entered into a unit contract with Taunton Municipal
Light Plant for power through life of the Cleary 9 unit (2012). The power purchase contract calls
for Hudson Light and Power Department to make certain monthly payments based on their
percent share of the operations of the unit, regardless of actual energy generated.

The estimated contract entitlements required are as follows:

For years ended December 31, 2004 3 2,430,320
2005 2,424,800

2006 1,243,520

2007 410,000

2008 410,000

2009-2012 1,640,000

Total 3 8,558,640
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NOTE 19 - COMMITMENTS AND CONTINGENCIES (continued):

MMWEC Commitments and Litigation
Through its participation in MMWEC, the Hudson Light and Power Department is contingently
liable on the various Projects in which they participate as detailed below.

MMWEC has issued separate issues of bonds for each of the eight Projects, which are payable
solely from, and secured solely by, the revenues derived from the Project to which the bonds
relate, plus available funds pledged under the Amended and Restated General Bond Resolution
(GBR) with respect to the bonds of that Project. The MMWEC revenues derived from each
Project are used solely to provide for the payment of the bonds of any bond issue relating to such
Project and to pay MMWEC’s cost of owning and operating such Project and are not used to
provide for the payment of the bonds of any bond issue relating to any other Project.

MMWEC operates the Stony Brook Intermediate Project and the Stony Brook Peaking Project
fossil-fueled power plants. MMWEC has a 3.7% interest in the W.F. Wyman Unit No. 4 plant,
owned and operated by FPL Energy Wyman 1V, a subsidiary of FPL Energy, Inc. and a 4.8%
ownership interest in the Millstone Unit 3 nuclear unit operated by Dominion Nuclear
Connecticut, Inc. (DNCI) a subsidiary of Dominion Resources, Inc. In addition to Millstone
Unit 3, DNCI also is the owner of Millstone Unit 2. DNCI has requested and received an
exemption from the NRC enabling them to submit an application earlier than 20 years before the
expiration of the operating license for Unit 3 so that DNCI could submit its application for
license renewal for Unit 2 and Unit 3 at the same time. In January 2004, DNCI filed an
application with the NRC to renew the operating license. The license currently will expire in
2025,

A substantial portion of MMWEC’s plant investment and financing program is an 11.6%
ownership interest in the Seabrook Station nuclear generating unit operated by FPL Energy
Seabrook, LLC, an indirect subsidiary of FPL Group Inc. FPL Energy Seabrook, LLC plans to
file an application with the NRC to recapture the period 1986 to 1990 during which time
Seabrook had a license, but did not operate and to extend the Seabrook Unit license, which
currently will expire in 2026.

Pursuant to the PSAs the MMWEC Seabrook and Millstone Project Participants are liable for
their proportionate share of the costs associated with decommissioning the plants, which costs
are being funded through monthly Project billings. Also the Project Participants are also liable
for their proportionate share of the uninsured costs of a nuclear incident that might be imposed
by the Price-Anderson Act. In February 2003 Congress extended the Price-Anderson Act
through the end of 2003. Further extension is being considered by Congress as part of
comprehensive energy legislation.
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NOTE 19 - COMMITMENTS AND CONTINGENCIES (continued):

In November 1997, the Commonwealth of Massachusetts enacted legislation effective March 1,
1998 to restructure the electric utility industry. MMWEC and the municipal light departments,
including the Massachusetts Project Participants, are not specifically subject to this legislation.
However, it is management’s belief that industry restructuring and customer choice promulgated
by the legislation will have an effect on MMWEC and the Participant’s operations.

MMWEC is involved in various legal actions. In the opinion of MMWEC management, the
outcome of such litigation or claims will not have a material adverse effect on the financial
position of the Department.

As of December 31, 2003, total capital expenditures amounted to $1,506,203,000, of which
$163,359,000 represents the amount associated with the Department’s Project Capability.
MMWEC’s debt outstanding for the Projects includes Power Supply System Revenue Bonds
totaling $925,265,000, of which $102,149,000 is associated with the Department’s share of
Project Capability. As of December 31, 2003, MMWEC’s total future debt service requirement
on outstanding bonds issued for Projects is $1,204,191,000, of which $137,070,000 is anticipated
to be billed to the Department in the future.

The estimated aggregate amount of Hudson Light and Power Department’s required payments
under the PSAs and PPAs, exclusive of the Reserve and Contingency Fund billings, to MMWEC
at December 31, 2003 and estimated for future years is shown below.

ANNUAL COSTS

For years ended December 31, 2004 3 11,343,000
2005 11,341,000

2006 11,343,000

2007 11,349,000

2008 11,324,000

2009 to 2013 47,248,000

2014 to 2018 32,101,000

2019 1,021,000

TOTAL $ 137,070,000

In addition, the Department is required to pay its share of the Operation and Maintenance
(O&M) costs of the Projects in which they participate. The Department’s total O&M costs
including debt service under the PSAs were $16,094,000 and $16,450,000 for the years ended
December 31, 2003 and 2002, respectively.
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Stony Brook Peaking Project
Stony Brook Intermediate Project
Nuclear Mix No. 1-SBK

Nuclear Mix No. 1-MLS
Nuclear Project No, 3-MLS
Nuclear Project No. 4-SBK
Nuclear Project No. 5-SBK
Wyman Project

Project No. 6-SBK

TOTAL

Stony Brook Peaking Project
Stony Brook Intermediate Project
Nuclear Mix No. 1-SBK.

Nuclear Mix No. 1-MLS
Nuclear Project No. 3-MLS
Nuclear Project No. 4-SBK
Nuclear Project No. 5-SBK
Wyman Project

Project No. 6-SBK

TOTAL

HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003 AND 2002
(000)
TOTAL
TOTAL PROJECT DEBT ISSUED DEBT SERVICE
PERCENTAGE  EXPENDITURES  PARTICIPANTS & OUTSTANDING PARTICIPANTS  ONBONDS PARTICIPANTS
SHARE TO DATE SHARE 12/31/03 SHARE OUTSTANDING SHARE
-3 57416 S B 8930 § - s 6649 $ -
- 163,066 - 49,805 - 50,706 -
3.3984 15,008 513 10,648 362 13,132 446
3.3984 111,915 3,803 78,932 2,682 97,353 3,308
1.5997 139,022 2,224 162,225 2,595 214,490 3431
4.2300 315,545 13,348 179,530 7,594 237,240 10,035
1.8613 86,181 1,604 53,560 997 70,590 1,314
9.2536 7,595 703 2,485 230 2,499 231
23.1278 610,365 141,164 379,150 87,689 511,532 118,305
$ 1506203 S 163359 $ 925265  § 102,149 § 1204191 § 137,070
OPERATION & OPERATION &
PERCENTAGE ~ MAINTENANCE  PARTICIPANTS  MAINTENANCE  PARTICIPANTS
SHARE 12/31/02 SHARE 12/31/03 SHARE
-8 10592 S - 3 1135 § -
- 46,889 - 51,437 -
3.3984 1,807 61 1,726 59
3.3984 14,955 508 13,751 467
1.5997 24,370 390 24,145 386
4.2300 30,830 1,304 30,273 1,281
1.8613 9,089 169 8,874 165
9.2536 1,850 m 3,207 297
23.1278 59,871 13,847 58,107 13,439
$ 200253 $ 16450  § 202876  $ 16,094
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Stony Brook Peaking Project
Stony Brook Intermediate Project
Nuclear Mix No. 1-SBK
Nuclear Mix No. 1-MLS
Nuclear Project No. 3-MLS
Nuclear Project No. 4-SBK
Nuclear Project No. 5-SBK
Wyman Project

Project No. 6-SBK

TOTAL

Stony Brook Peaking Project
Stony Brook Intermediate Project
Nuclear Mix No. 1-SBK
Nuclear Mix No. 1-MLS

Nuclear Project No. 3-MLS
Nuclear Project No. 4-SBK
Nuclear Project No. 5-SBK
Wyman Project

Project No. 6-SBK

TOTAL

HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003 AND 2002
(000)
2004 2005 2006
PERCENTAGE  ANNUALCOST  PARTICIPANTS  ANNUALCOST  PARTICIPANTS  ANNUAL COST  PARTICIPANTS
SHARE SHARE SHARE SHARE

- s 4569 S -3 2,08 S - 3 - 3 -
- 12,875 - 12,873 - 12,428 -

3.3984 1,355 46 1,354 46 1,358 46

3.3984 10,041 341 10,039 341 10,067 342

1.5997 16,929 271 16,947 27 16,955 7

42300 19,847 840 19,903 842 19,926 843

1.8613 6,094 113 6,099 114 6,109 114

92536 563 52 523 48 528 49

23.1278 41,855 9,680 41,848 9,679 41,847 9,678

$ 114,126  $ 11343 § 111,666 11341  § 109218 $ 11,343

2007 2008 2009 to 2013
PERCENTAGE ANNUALCOST  PARTICIPANTS  ANNUALCOST  PARTICIPANTS PARTICIPANTS
SHARE SHARE SHARE SHARE

-3 - 8 -8 - 3 - 3 - S -
- 9,262 - 3,268 . - -

3.3984 1,358 46 1,358 46 5,952 202

33984 10,070 342 10,070 342 44,119 1,499

1.5997 16,972 272 16,986 M 80,010 1,281

4.2300 19,939 843 19,962 844 84,598 3,578

1.8613 6,107 114 6,108 114 29,066 541
9.2536 586 54 299 28 - -

23.1278 41,845 9,678 41,845 9,678 173,587 40,147

$ 106139 $ 11,349 $ 99,896 $ 1324 § 417332 $ 47,248
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HUDSON LIGHT AND POWER DEPARTMENT
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2002 AND 2001
(000)
2014 t0 2018 2019
PERCENTAGE ANNUAL COST PARTICIPANTS  ANNUAL COST ARTICIPANTS
SHARE SHARE SHARE

Stony Brook Peaking Project - 3 - 3 - 3 - 3
Stony Brook Intermediate Project - - - -
Nuclear Mix No. 1-SBK 3.3984 397 13 -
Nuclear Mix No. 1-MLS 3.3984 2,947 100 -
Nuclear Project No. 3-MLS 1.5997 49,600 793 -
Nuclear Project No. 4-SBK 4.2300 53,065 2,245 -
Nuclear Project No. 5-SBK 1.8613 11,007 205 -
Wyman Project 9.2536 - - -
Project No. 6-SBK 23.1278 124,290 28,745 4,415 1,021

TOTAL ) 241,306 3 32,101 3 4,415 S 1,021

28




Goulet, Salvidio & Associates, P.C.

Certified Public Accountants

—

James F. Goulet, CPA, MST A Michael A. Salvidio, CPA
_atherine A. Kuzmeskus, CPA James R. Dube, CPA

INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTAL INFORMATION

The Board of Commissioners
Hudson Light and Power Department

Our audits were made for the purpose of forming an opinion on the financial statements of
Hudson Light and Power Department for the years ended December 31, 2003 and 2002, which
are presented in the preceding section of this report. The supplemental information presented on
pages 30-32 is for purposes of additional analysis and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

Goulet, Salvidio & Associates, P.C.
Gowdet Scalvidio & dasociates, P

Worcester, Massachusetts
April 20, 2004

ine Irving Street - Worcester, MA 01609 - Tel: 508-757-5957 - Fax: 508-753-0948 - E-mail: admin®gsamycpa.com

The @ Never Underestimate The Value®



HUDSON LIGHT AND POWER DEPARTMENT
SCHEDULES OF OPERATING REVENUES

FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

Sales to Residential Customers
Sales to Commercial Customers
Sales to Power Customers
Private Property Lighting Sales
Miscellaneous Electric Sales
Municipal Sales

Hudson Street Lights

Hudson Municipal Buildings

Hudson Municipal Power

All Electric Municipal Buildings

Stow and Berlin Street Lights

Stow, Maynard and Other Municipal Services

Total Revenue from Sales of Electricity

Power Adjustment Charges
Residential Sales
Commercial Sales
Power Sales
Private Property Lighting
Municipal Power Adjustment Charges
Hudson Municipal Buildings
Hudson Municipal Power
All Electric Municipal Buildings
Stow and Berlin Street Lights
Stow, Maynard and Other Municipal Services

Total Power Adjustment Charges

Other Income
Other Electric Revenues

TOTAL OPERATING REVENUES

See Independent Auditors' Report on Supplemental Information

30

2003 2002
6,573,366 $ 6,831,927
1,767,094 1,829,846
12,065,353 13,364,798
72,453 79,699
376,115 0
100,610 115,089
71,926 68,934
426,034 367,082
334,739 380,759
4,710 7,468
91,842 98,271
21,884,242 23,143,873
1,965,662 1,674,164
561,825 478,916
6,720,690 6,102,549
17,413 16,174
22,835 18,230
196,028 139,755
112,794 109,750
244 1,290
36,970 31,976
9,634,461 8,572,804
60,901 56,382
31,579,604 $ 31,773,059




HUDSON LIGHT AND POWER DEPARTMENT
SCHEDULES OF OPERATIONS AND MAINTENANCE EXPENSES
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

2003 2002
PRODUCTION EXPENSES:
Nuclear Power Generation:
Operation Supervision 22,950 18,691
Fuel 30,997 31,797
Coolants and Water 1,907 2,008
Steam Expenses 7,512 18,378
Electric Expenses 0 473
Miscellaneous Nuclear Power Expenses 64,840 46,240
Maintenance Supervision 6,466 10,517
Maintenance of Structures 3,362 2,816
Maintenance of Reactor Plant Equipment 16,685 17,185
Maintenance of Generation and Electric Plant 7,144 14,359
Total Nuclear Power Generation Expenses 161,863 162,464
Other Power Generation:
Operation Supervision 37,695 34,820
Fuel-Oil 170,849 50,612
Fuel-Natural Gas 27,066 99,142
Generation Expenses 91,028 81,463
Generation Expenses-Lube 6,842 4,116
Miscellaneous Other Power Generation Expenses 117,175 125,006
Maintenance Supervision 36,388 35,819
Maintenance of Structures 51,804 245,346
Maintenance of Generation and Electric Plant 83,904 77,536
Total Other Power Generation Expenses 622,751 753,860
TOTAL PRODUCTION EXPENSES 784,614 916,324
PURCHASED POWER EXPENSES:
Purchased Power-Entitlement 19,782,318 20,228,582
Purchased Power-Nepex System 5,123,962 4,312,311
Control and Load Dispersion 7,641 7,544
TOTAL PURCHASED POWER EXPENSES 24,913,921 24,548 437

See Independent Auditors' Report on Supplemental Information
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HUDSON LIGHT AND POWER DEPARTMENT
SCHEDULES OF OPERATIONS AND MAINTENANCE EXPENSES
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

2003 2002
TRANSMISSION EXPENSES $ 1,925,638 $ 1,856,552
DISTRIBUTION EXPENSES:
Operation Supervision and Engineering 38,024 36,534
Station Expenses 153,774 140,382
Overhead Line Expenses 11,251 13,812
Underground Line Expenses 3,236 6,553
Street Lighting and Signal Expenses 12,439 10,788
Meter Expenses 110,873 96,005
Customer Installation Expenses 5,293 4,758
Miscellaneous Distribution Expenses 3,724 1,482
Maintenance Supervision and Engineering 38,058 39,784
Maintenance of Station Equipment 5,500 10,304
Maintenance of Overhead Lines 405,888 377,084
Maintenance of Underground Lines 11,964 23,078
Maintenance of Line Transformer 29,548 16,774
Maintenance of Street Lighting 10,318 9,018
Maintenance of Meters 591 2,018
TOTAL DISTRIBUTION EXPENSES 840,481 788,374
GENERAL EXPENSES:
Supervision 17,284 15,692
Meter Reader Expenses 68,544 60,148
Customer Records and Collection Expenses 254,654 245,307
Uncollectible Accounts 59,541 131,696
Miscellaneous Sales Expenses 17,252 15,827
Administrative and General Salaries 471,908 494,436
Office Supplies and Expenses 17,668 17,388
Outside Services Employed 69,816 87,335
Property Insurance 41,738 36,387
Injuries and Damages 93,855 75,033
Employee Pension and Benefits 934,856 848,052
General Advertising Expense 4,324 2,481
Miscellaneous General Expenses 36,131 34,148
Maintenance of General Plant 69,429 51,229
Transportation Expenses 54,393 48,044
TOTAL GENERAL EXPENSES 2,211,393 2,163,203
REAL ESTATE AND OTHER TAXES 15,756 14,517
TOTAL OPERATIONS AND MAINTENANCE $ 30,691,803 $ 30,287,407

See Independent Auditors' Report on Supplemental Information
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