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The Communications Challenge

Fitchburg as and Electric is concerned with the main-
tenance of open 'ines of communications, both within the
company and with w.e various publics we serve. We con-
centrale on creating a climate for a treer exchange of
ideas, not only with the media, but also with employees and
civic, business and ''grass roofs” groups in our service
area In this report we have highlighted pictorially a number
of ways in which we communicate with our customers. On
the cover (1) News stories in the press cover a wide range,
embracing virtually every phase of company operations
(2) Friendly, weli-trained employees provide a person-to-
person link with various audiences. (3) Members of man-
agement address communily groups On many energy-
related topics (4) Our customer atfairs department re-
sponds 1o customer concerns with speed and accuracy.

1978 1977

Net Income $ 1,959,850 $ 1199812
Earnings Per Common Share § 367 S 2 00
Dividends Paid Per Corrmon

Share S 150 $ 1.44
Present Quarterly Dividend

is Equivaient to an Annual

Rate of $1.80

Electric Operating Revenues $21,157,542 $19081 392
Gas Operating Revenues $ 7,919,991 S 6 860 KBEL
Total Operating Revenues $29,077,533 $25922,259
Kilewatt Hours of Electricity

Sold 398,543,732 349,548 94¢%
Average Annual Kilowatt

Hour Sales per Residenital

Customer 5,073 5,049
Number of Electric Cus-

tomers 21,508 21,272
Thousands of Cubic Feet of

Gas Sold 2,062,391 2,043,538
Average Annual Cubic Fee!

Sales per Residential Cus-

tomer 92,076 87,253
Number of Gas Customers 13,069 12,927
Net Utility Plant $35,267,214 $35,080,587
Number of Employees 185 181
Number of Shareholders 2,236 2,243

126 Years of Continuous Operation
Dividends Paid Each Year Since 1859

Dividends Paid Per Share on The Common Stock of The Company

18t Quarter 2nd Quarter 3r¢ Quarter 4th Quarter The Year
1978 $.36 $36 $39 $39 $1.50
1977 $36 $.36 $36 $36 $1.44
Price Range of Common Stock
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
1978 High 16% High 16% High 19 High 18%
Low 15% Low 15Y% Low 16% Low 157
1977 High 17% High 16%2 High 17% High 157
Low 16% Low 15Y% Low 15% Low 15V
The Common Stock of the Company is listed on the American Stock Exchange (Symbol: FGE) and the Boston Stock
Exchange
AREA SERVED

The area served by the company encompasses approximately 170 square miles in North Central Massachusett: with a
population in excess of 80,000. Fitchburg is the shopping and financial center for surrounding communities drawing on
an estimated 225,000 people
FProximity 1o commercial markets, expanding transportation facilities and the availability of a skilled labor force make
the area most attractive to industry. Wide industrial diversification encourages a well-balanced economy and a key
attraction of the area is its uninue location with respect to major markets




To Our Shareholder::

The past year can best be characterized as one of
financial growth and of providing the groundwork for
improving the company's financial structure in the future

As indicated by the Financial Highlights on the opposite
page, the company’s actions produced an unusual number
of desirable factors which pushed earnins, net income
and revenues to record heights in 1978. In fact, 1978 was
the first time in many years that the company was able to

i approach a realistic earnings level.

it was a year of breakthrough, and a bringing together of many strands to form a pattern for the future. The
many factors which caused the beneficial effects in 1978 should favorably influence the company's operations
in the years ahead

These major events are of significance

» While much of this improved performance is the result of our direct efforts to control costs and obtain
adequate and timely rate increases, some of the gains are due to the rebirth of the economy in
northern Worcester County where the growth in employment has led the rest of the state.

« The addition of several large industrial electric customers through the acquisition of electric
tacilities from New England Power Company increased our industrial sales by 42 per cent and tota'
sales by 24 per cent in 1978

« Although the company is operating with a 25 per cent reduction in employees compared to the 1975
level, we have scored impressive gains in productivity in recent years.

By almost any measure then, 1978 was one of the most successful years in the company's history.

With the August 15 payment, the quarterly common dividend was nicreased from $.36 to $.39 per share, an
effective annual rate of $1.56, as compared with $1.44 paid in 1977. Common stock dividends paid in 1978
amounted to $1.50 per share. No part of the dividends paid during the year constitutes a tax-free return
of cepital

Reflecting the improved 1978 performance. the Board of Directors again increased the quarterly common
dividend from $ 39 to $ 45 per share, effective with the February 15, 1979 payment. This is equivalent to an
annual rate of $1.80. A continually increasing dividend gives recognition to the higher return expected by
existing shareholders and should also enable us to atiract the new shareholder investment we will require
in the future.

Any future common dividend increases will, of course, depend upon the continued satisfactory financial
condition of the company.

As we look ahead. we are biioyed by the success of our recent past. We have gained experience in
coping with a number of very difficult problems and are confident that we will continue to find ways in which to
deal with the problems of the future.

We plan to invest substantial funds in jointly owned nuclear plants to ensure an adequate supply
of reasonably priced electric power so necessary to meet the needs of the communities we serve. This can
only be accomplished by attracting new capital from investors.

The principal elements of management’s long range financial objective continue to be a sound capital
structure, strong cash flow; high quality earnings and maintenance of good credit ratings for our securities.
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b
ce on which they depend. In addition to providing new facilities 1

meet increased demand, we must also replace
obsolete and worn out equipment

The company's 1978 construction ex
penditures amounted to $3,099,000. Gains
made toward our corporate goal of operatir
an efficient, financially sound company have
been reflected in improved cash flow
Censequently, these expenditures have been
totally financed internally in recent years

It is estimated that construction expend
tures will amount to approximately $8,839,20(
for 1979. This includes an investment of
$5,485,300 in the company's present and
proposed additional interest in the Seabrook
nuclear project

There was no permanent financing in 1978
However, because our increasing commitment

o F v i X to nuclear generation brings with it the sub-
¥y - g stantial increase in construction expenditures
- issues of common stock and long-term debt
he company s energy advisors assis! customers
i CONSEnSion MIBoes are anticipated in the latter part of this year.

Rates

In October the company concluded a rate act on initiated in February 1977 when it filed for rates
designed to increase annual electric and gas reven.es by $3,633,000. The total electric and gas rate increase
granted by the Massachusetts Department of Public \ Itilities was $2,357,914

As shareholders have been informed in quarterly r3ports in 1978, the initial electric amount granted by
the DPU was appealed to the Supreme Judicial Court of Massachusetts which granted a stay allowing the
company to coilect additional electric revenues, subject to refund



In @ subsequent ruling, the Court upheld the DPU’s decision to remove a generating unit from the
company's rate base, but instructed the Department to reconsider the amount of revenut the company
should be allowed. The DPU's October decision reflected its final ruling which allowed the company to retain
the amount allowed by the court’s action, as well as granting additional revenues

Time-of-day rates, a pricing system that reflects the varying costs of providing electric energy at different
times of the day and/or during different seasons of the year, were filed with the DPU in early 1979. The intent
of time-of-day rates is to shift demand and energy use from on-peak to off-peak periods thereby reducing the
amount of new generating capacity required to serve peak loads. The rates recently filed by the company will,
when approved, be applicable to residential and commercial customers on an optional basis

Nuclear Powe: —
Keystone of the Region'’s Electric Energy Future

To provide the electric facilities needed 1o meet forecasted increases in demand, the company must
always look ahead. Given the pressing need for development of additional energy supplies which will
be needed early in the 1980's, the company cannot afford 1o waste time. Consequently, to assure reliability
of service, we have moved more and more toward joint ownership of generating facilities outside of
our franchise area. These include partial ownership in two oil-fired units already in operation and a percentage
ownership in every nuclear unit now under construction or in the planning stage in New England.

- Early in 1979, the company's common share-
holders approved the acquisition of an additional
0.4348 per cent ownership interest in each of the two
units being constructed in Seabrook, New Hamoshire,
by the lead participant in the project, Public Service
Company of New Hampshire, which will, when
approved by the DPU, bring the company's interest
to a 060555 per cent ownership share in each of
these two units

Construction of this nuclear project has been
subject to numerous regulatory d='ays since its
inception. However, full scale construction resumed in
Monthly bill enclosures help the company August following favorable action by the Nuclear
feSpong 1o prblic concerns about enwgy Supply Regulatory Commissicn on the acceptability of ine
cooling water system proposed for the units, thereby upholding the design of the plant's cooling system for
the second time. In & separate action in August, the U.S. Court of Appeals rendered a decision denying
four separate petitions for review sought by opponents of the plant.

With these favorable rulings, Public Service now appears to have cleared many of the major legal and
regulatory obstacles which have delayed this project. At the present time, construction of the first unit is
approximately 17 per cent complete with commercial operation targeted for 1983. The second unit is nearly
3 per cent complete and scheduled for operation in 1985

Although nuclear generating plants have been under extreme pressure from their opponents through-
out the country, resulting in serious delays and increased costs, they are essential for the economy and well
being of New England.

We must work our way vJt of our dependence upon imported oil, and nuclear energy is the only source
of capacity which will allow this to happen in the New England region. Nuclear energy, even with its heavier

capital requirements, has a 20 per cent cost advantage over coal and an unquestionable advantage over
ever-increasing costs of oil.

An unresolved issue in the future financing of nuclear plants is whether the capital costs of the
investment in new capacity not yet in service should be charged to current rate payers. There are obvious
benefits to including Construction Work in Progress in rate base so that customers would receive small




annual base rate increases over the life of the construction period in lieu of a major rate increase at the
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After several years of concerted efforts to obtain new gas supplies, the company can 100x forwardto a

easing of its supply problems in the future

Numerous projects undertaken by our pipeline supplier, along with the passage of the National Energy

Act, promise adequate deliveries of natural gas in the future
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ition by our customers also has made an important improvement in the company s )y
position. Of even greater significance, however, are our available supplies of liquefied natural gas and propane
and our contract for underground storage. As a

result, our company is currently in the enviable position
of having for sale an abundant supply of natural gas

at retail prices which are competitive with other energy
sources

in 1978 we formed an exploration and r :velopment
subsidiary, Fitchburg Energy Developmen’ _ompany
which is participating in a joint venture ir .he Appalachian
Basin in Ohio. Gas and oil from this venture is already
being marketed Experience gained in this venture will
help determine our future involvement as an energy

producer

For Fitchburg Gas and Electric, the most important
benefit of increased gas supplies is that it is allowing us

to return to the retail marketing of natural gas opportunily fc” personal contact witl

The company's program, consistent with the
objectives of the national energy policy, is directed toward the
residential and commercial markets since these comprise
the highest priority and best use of natural gas

The company's new marketing stance is fully justified by the
long-term outlook for natural gas supplies, both within our own
company and industry wide

Further impetus to the return to marketing was given by a
recent communication from the Secretary of the Department of
Energy to state utility commissions encouraging them to take
action 10 “'foster natural gas residential hookups”

Responding to Today-
Planning for Tomorrow

Among our corporate goals for 1979 are improved customer
service and a greatly strengthened communications program
which will stimulate community service activities by employees at

Eft'cient and highly motivated service personnel are excellent
public relations representatives for the company
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Consolizated Balance Shec!

ASSETS

Utility Plant (at cost):
Electric
Gas
Common
Gross Utility Plant
Less: Accumulated depreciation (Note A)
Net Utility Plant

Miscellaneous Physical Property (at cost)

Investments (Note A)

Current Assets:
Cash (Note E)

Accounts receivable (including instalilment sales) — iess allowance for
doubtful accounts of $220,480 and $109,314 (Note A)

Materials and supplies (at average cost)
Prepayments

Total Current Assets

Deferred Debits:
Unamortized debt expense (amortized over term of securities)

Unamortized cost of abandoned properties (being amortized through
1995)

Preliminary survey and engineering
Other

Total Deferred Debits
TOTAL

December 31,

1976 1977
(Note G)
$33,193992  $33,795592
9,827,279 9,127,199
1440024 1,177,397
44,461,295 44,100,188
9,194,081 9,019,601
135,267,214 35,080,587
26,005 26,005
270,748 . 11_.0(}9
459,751 771,753
3,885,345 3,813,905
676,030 696,517
201,322 230,913
5,222,448 5,513,088
296,402 312,726
2,981,332 1,422,318
52,189 33,913
108,689 35,075
3,438,612 1,804,032
$44,225027  $42,434,712

(The accompanying notes are an integral part of this statement)



LIABILITIES

Capitalization:
Capital stock and retained earnings:
Cumulative preferred stock, $100 par value (Note B)

5% % Series:
Authorized — 17,300 and 17,720 shares
Outstanding — 16,880 and 17,300 shares

8% Series:
Authorized and outstanding — 25,000 shares

Common stock, $10 par value:
Authorized — 1,000,00C and 455,475 shares
Outstanding — 455,475 shares
Premium on common stock
Capital stock expense
Retained earnings (Note C)
Total Capital Stock and Retained Earnings
Long-term debt (Note D)
Total Capitalization

Current Liabilities:
Long-term debt due within one year
Notes payable to banks (Note E)
Accounte payable
Customers’ deposits and refunds
Taxes accrued
Deferred incomie taxes (Note A)
Interest accrued

Total Current Liabilities

Deferred Credits:
Unamortized investment tax credit (Note A)
Other

Total Deferred Credits
Deferred Income Taxes (Note A)
Reserves — Other

TOTAL

December 31,

1978 1977
(Note G)

$ 1,688,000  § 1,730,000
2,500,000 2,500,000
4,554,750 4,554,750
1,754,358 1,754,358
(183,748)  (184,264)
5304422 4315175
15,617,786 14,670,019
16,978,000 17,176,000
32,595,786 31,846,019
123,000 116,000
970,000 2,500,000
3,835,149 2,744,231
623,558 367,441
571,105 63,001
196,956 133,071
452997 470453
6,772,765 6,394,197
1,961,332 1,138,235
73,746 25276
1,435078 1,163,511
3,362,276 2,987,106
. S8122 43879
$44,225,027  $42,434,712

(The accompanying notes are an integral part of this statement)



S.oiement of Inconic

Onerating Revenues
Electric
Gas
Total Operating Revenues
Operating Expenses:
Operating expenses, other
Electricity purchased for resale
Fuel used in electric generation
Gas purchased for resale
Maintenance
Depreciation (Note A)
Amortization of cost of abandoned properties
Provisions for taxes (Notes A and F):
Federal income tax on net operating incecme
Deferred Federal income
Amortization of investment tax credit
State franchise
Deferred state franchise
Local property
Other
Total Operating Expenses
Operating Income
Non-operating Income:
Allowance for other funds used during construction (Note A)
Other (net of income taxes) (Note F)
Total Non-operating Income
Gross Income
Income Deductions:
Interest on long-term debt
Other interest charges
Amortization of debt expense
Discount on long-term debt purchased for sinking fund (credit)
Other
Gross Income Deductions
Allowance for borrowed funds used during construction (Note A)
Net Income Deductions
Net Income
Dividend Requirements on Preferred Stock
Net Income Applicable to Common Stock

Number of Common Shares Outstanding
Earnings per Common Share Outstanding

Year Ended December 31,

1978

$21,157,542
7,919,991
29,077,533

4,833,281
8,538,045
2,158,983
4,334,696

734,113
1,181,787

595,937

1,216,342

(61,766)

81,403
32,587
1,693,904
166,859
25,845,322
3,232,211

118,573
83,418
__201,991
_ 3,434,202

1,515,476
233,859
16,324

(2,167)

_(298,132)

1,474,352
1,959,850

(The accompanying notes are an integral part of this statement)

1677
(Note G)
$19,061,399
6,860,860
25,922,259

4,627,510
8,240,287
2,083,546
3,709,113

698,187
1,093,790

173,365

561,677
410,918
(52,348)
84,334
59,492
1,528,762
159,664
23,378,297
2,543,962

36,304
75,598
111,902
2,655,864

1,527,259
122,745
16,781
(60)
1230
1,667,955
__(211,903)
1,456,052

1,199,812

455,475
$2.00



Consolidi Stalemen! of Changes in Financial Position

Funds Provided By:
Funds from Operations:
Net .ncome
Principal non-cash charges (credits) to income (Notes A and F)
Depreciation
Deferred Federal income tax
Deferred state franchise tax
Amortization of investment tax credit
Allowance for other and borrowed funds used during construction
Amortization of deferred debits
Funds Provided by Operations
Other Sources — Net
Decrease (Increase) in Working Capital, Excluding Short-term Debt
Total Funds Provided

Funds Applied To:
Additions to Plant
Investments in Non-utility Operations (Note A)
Common Stock Dividends
Preferred Stock Dividends
Funds Used for Retirement of Securities:
Long-term debt
Preferred stock
Decrease (Increase) in Short-term Debt
Total Funds Applied

Increase (Decrease) in Components of Working Capital, Excluding
Short-term Debt:

Cash

Accounts receivable

Materials and supplies

Prepayments

Accounts payable

Customers' deposits and refunds
Taxes accrued

Deferred income taxes

Interest accrued

(Decrease) Increase in Working Capital

Year Ended December 31,

1978 1977
(Note G)
$ 1,959,850 $1,199,812
1,181,787 1,093,790
344,666 430,278
30,504 62,295
(61,766) (52,348)
(416,705) (248,207)
648490 238,309
3,686,826 2,723,929
224,299 893,960
2192208 (463,779)
$ 6,103,333  $3,154,110
$ 3,098,508 $4,319,684
271,222 —
683,017 655,687
287,586 289,739
191,000 47,000
42,000 42,000
1,530,000 (2,200,000
$ 6,103,333 $3,154,110
$ (312,002) § 172462
71,440 525,979
(20,487) (59,737)
(29,591) 13,845
(1,090,918) (257,859)
(256,117) (328,744)
(508,104) 412,034
(63,885) 22,164
17,456 (36,365)
$(2,192,208) § 463,779

(The accompanying notes are an integral part of this statement)



Gt - Slalement of Retained Earnings

Retained Earnings, Beginning of Year
Net Income
Total

Deduct
Cash dividends declared:
Cumulative preferred stock:

5% % Series at an annual rate of $5.125 per share
8% Series at an annual rate of $8.00 per share
Common stock at an annual rate of $1.50 and $1.44 per share

Total Deductions
Ratained Earnings, End of Year (Note C)

Year Ended December 31,

1978 1977
(Note G)

$4,315175  $4,060,789
1959850 1,199,812
6275025 5,260,601
87,586 89,739
200,000 200,000
683,017 655,687
970,603 945426
$5304422  $4,315,175

(The accompanying notes are an integral part of this statement)

Ncoico to Consolidated Financia! Statements

Note A: Summary of Significant Accounting Policies — The
Company is subject to regulation by the Massachusetts De-
partment of Public Utilities with respect to its rates and
accounting. The Company's accounting policies conform with
generally accepted accounting principles, as applied in the
case of regulated public utilities, and are in accordance with
the accounting requirements of the Massachusetts Department
of Public Utilities. A description of the Company's significant
accounting policies follows.

Principles of Consolidation — On February 24, 1978, Ficchburg
invested $20,000 in the Common Stock of a new wholly-
owned subsidiary, Fitchburg Energy Development Company
(FEDCO). At December 31, 1978, FEDCO had invested in oil and
gas drilling facilities, which investment had been recorded on
the equity method. All inter-company items have been elimi-
nated in consolidation.

Revenue Recognition — The Company records unbilled fuel ad-
justment revenue currently to properly match revenues with
related costs. Such unbilled revenue aggregated $389,156
and $258994 at December 31, 1978 and 1977, respectively
(See Note G).

Depreciation — Annual provisions are determined on a group
straight line basis. Provisions for depreciation were equivalent
to the following composite rates based on the average depre-
clable property balances at the beginning and end of each
year: 1978 — 3.01% and 1977 — 2.88%.

Accounting for Income Taxes — For income tax purposes the
Company excludes a substantial portion of unbilled fuel ad-
10

justment revenue and accordingly provides deferred income
taxes payable in the succeeding year on such revenue which
is carried as a current asset,

For Federal income tax purposes the Company has adopted
double declining balance depreciation and the shorter lives as
provided under the asset depreciation range system for eligible
property additions, and the percentage repair allowance which
is available under this system. As a result of the above elec-
tions, deferred income taxes have been charged to income
and credited to deferred income taxes. In addition, through
the use of guideline depreciation, the Company is claiming
for Federal income tax purposes an amount in excess of its
booked depreciation. The Company is also providing deferred
income taxes on the difference between the amortization of
an abandoned generating unit and the related accelerated tax
depreciation. The Company provides for deferred income taxes
resulting from the use of guideline depreciation and certain
elements of overhead deducted for tax purposes but capitalized
for book purposes in order to conform with the accounting
for rate making purposes.

In accordance with provisions of the Tax Reduction Act of
1975, as amended, an additional 1% investment tax credit
resulting from the Company's election of an Employee Stock
Ownership Plan (TRAESOP) has been utilized in reducing Fed-
eral income taxes payable. In accordance with provisions of
the Act the resulting tax benefits are not used to reduce cur-
rent Federal income tax expense. The additional 1% credit is
accounted for as a payment to TRAESOP in lieu of an income
tax payment to the U.S. Government.



The investment tax credits related to utility property addi
tions in 1978 and 1977 and non-utility property additions
prior to January 1, 1978 have been deferred by making charges
to income equivalent to the tax reductions and credits to
unamortized investment tax credit which 1s subsequently
amortized over the productive lives of the related assets as
ordered by the Massachusetts Department of Public Utilities
Such deferrals for the years 1978 and 1977 amounted to
$292,457 and $166,175, respectively. Beginning in 1978, the
Company has elected to account for investment tax credits
on non-utility property additions, primarily related to FEDCO, by
the “flow-through™ method. Under this method credits are
recognized as a reduction of Federal income tax expense in the
year utilized. In 1978 these credits amounted to $10,380.

Allowance for Funds Used During Construction — An allow-
ance for funds used during construction (AFUDC), a non-cash
item, is included in construction work in progress and based
upon a composite rate applied to construction work in prog-
ress, which assumes that funds used for construction were
provided by Lorrowings, preferred stock and common equity.
The allowance for funds used during construction amounted
to 24.9% and 27.3% of the net income applicable to common
stock for the years 1978 and 1977, respectively.

Effective January 1, 1977, the Company began calculating
its rate used for recording AFUDC in compliance with the
Federal Power Commission (FPC) Order No. 561 issued Feb-
ruary 2, 1977. In further compliance with FPC Order No. 561,
the Company in 1977 had reflected separately the portion
of AFUDC associated with borrowed funds as a credit related
to “Income Deductions”, and the portion of AFUDC associated
with other funds under “Non-operating Income”. The annual
rates of approximately 11% and 10% were used for the
years 1978 and 1977, respectively.

Note B: Cumulative Preferred Stock — The Cumulative Pre-
ferred Stock, 5'8% Series, is preferred over Common Stock
in voluntary liquidation at the redemption price in effect at
the time of such voluntary liquidation, and in involuntary
liquidation at $100 per share, botn plus accrued dividends.
Shares of the 514% Series are redeemable at the Company's
option at $102.56 per share on or before May 31, 1981 and
at $101.28 thereafter. The Company is required to purchase
on June 1 of each year not less than 420 shares, unless a
lesser amount of shares are tendered, at $100 per share plus
accrued dividends. On June 1, 1978 and 1977, 420 shares
were tendered and purchased.

The Cumulative Preferred Stock, 8% Series, is preferred
over Common Stock in voluntary liquidation at the redemp-
tion price in effect at the time of such voluntary liquidation
and in involuntary liquidation at $100 per share, both plus
accrued dividends. Shares of the 8% Series are redeemable

at the Company's »ption at $108.00 per share on or before
August 31, 1983 and at diminishing premium rates thereafter
The Company is required to purchase on June 1, 1979 and on
each June 1 thereafter not less than 750 shares, unless a
lesser amount of sh.res are tendered, at $100 per share plus
accrued dividends

Note C: Restrictions on Retained Earnings — Under the most
restrictive provisions of the Indentures relating to the Com-
pany’s longterm debt, $3,120,077 and $2,132,784 of retained
earnings were available for the payment of cash dividends
on Common Stock at December 31, 1978 and 1977, respectively.

Note D: Lang-term Debt — Details of Long-term Debt at Decem-
ber 31, 1978 and 1977 are shown below:

December 31,
1978 1977
Twenty-five year notes, 47p%, due
February 1, 1984 3.226,000 3,269,000
Twenty-five year notes, 933%, due
March 1, 1995 6,975,000 7,123,000
Twenty year notes, 10%, due Septem-
ber 1, 1996 3,000,000 3,000,000
Twenty-five ;geu notes, 10% %, due
May 1, 19 3900000 3,900,000
Total 17,101,000 17,292,000
Less: Instaliments due within one year 173000 116,000
Total Long-term Debt $16,978.000  $17,176,000

The aggregate amount of sinking fund requirements for each
of the five years following 1978 are: 1979, $123,000; 1980
& 1981, $198,000 and 1982 & 1983, $398,000. The Company
has satisfied the 1979 sinking fund requirement for the 93§%
Notes in the amount of $75,000.

Note E: Notes Payable — The Company follows the practice
of borrowing for a one to three month period at the prevailing
prime interest rate. Compensating balances are required on all
borrowings and other arrangements are observed for lines
of credit.

Short-term Bank Loans
L L

As of end of year:

Weighted average inteiest rate 11.52% 7.75%

Unused line of credit $5,630,000 $4,100,000
For year ended:

Weighted daily average interes .te 861% 7.11%

Average borrowings $1,491,700 $1,693,700
Maximum borrowings at month end $1,945,000 $2,900,000
Month such maximum occurred : March October

1



Note F: Federal Income Tax — Federa! income tax expense is
comprised of the following components:

Year Ended
December 31,
1978 1877
Current tar expense charged icredited
Operating expenses $1.216.342 $561 677
Non opetating income (78,949 1,235
Amortization of investment tax credit 161,766 (52.348)
1,075,627 508,094
Deferred tax expense charqed (credited ‘ A -
Deferred unbilled revenue 61,180 (19,360)
Accelerated tax depreciation 284733 308,288
Amortization of abandoned asset (156,853) —
Overheads and other 92910 100,782
Percentage repair allowance 57,181 21,208
339,151 410918
Non-operating expense 67,317 -
406468 410918
Total expense $1482,095  $919012

The Federal incom . tax amounts included in the Statement
of Income differ fro a the amounts which resuit from applying
the statutory Fed .al income tax rate to Net Income before
income tax The reasons, with related percentage effects, are
as shown below

Year Ended
_ December 31,
1978 1
Statutory Federal income tax rate 48 % 48 %
Income tax eftects of timing differences
Allowance for funds used during con
struction (see Note A) 4 4
Miscellaneous (n (-
Effective Federal income tax rate 43 % 43 %

Note G: Regulatory Matters:

Revenue Adjustments — The Company's method of billing and
accounting for reverue under its fuel adjustment clause in
effect through September 26, 1974 has been challenged be-
fore the Massachusetts Department of Public Utilities (DPU)
by the Attorney General of the Commonwealth of Massachu-
setts. The required monthly fuel adjustment schedule hereto-
fore filed with the DPU had not been disputed by the regula-
tory authority. The portion of such fuel adjustment clause
revenues recorded by the Company and now challenged by
the Attorney General aggregate approximately $724,000 and
is equivalent to $.83 per average Cominon Share outstanding
on 1974 earnings, after giving tax effect thereto. The Company
has vigorously defended its procedures in proceedings before
the DPU, the outcome of which is uncertain.

The Company’s billing and accounting for revenues under
the fuel adjustments based on costs incurred after September
26, 1974 are being made under a new fuel adjustment clause
which took effect on September 27, 1974 and are nct being
challenged.
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Conclusion of Rate Appeal — The Company on October 5 was
authorized by the Massachusetts Department of Fublic Utilities
(DPU) to increase its electric rates by $269,240. With this most
recent action by the DPU, the Company has been granted a
total of $2,357,914 of the amount it originally requested. This
concludes a rate action initiated by the Company in February,
1977, when it filed for rates designed to increase electric and
gas revenues Ly $3,633,000.

The DPU, in orders dated August 31 and September 15, 1977,
aliowed the Company to file rates designed to produce an
additional $1,615,842 in electric and gas revenues.

The Company appealed the decision to the Supreme Judicial
Court (SIC) of Massachusetts, and on October 21, 1977, the
Court granted a stay allowing the Company to coliect annually
an additional $472 831 in electric revenues, subject to refund.

On June 30, 1978, the Court issued its order upholding the
DPU’'s decision to remove a generating unit from the Com-
pany's rate base, but instructed the DPU to reconsider how
much in revenues the Company would still e allowed.

The DPU's recent decision refiected its final ruling allow-
ing the Company to retain the $472,831 annual amount col-
lected under the Court stay, as well as granting the additional
$269,240.

On October 18, 1378, the Company filed with the DPU its
proposed accounting treatment relative to the book abandon-
ment of a generating unit ordered by the DPU, which treat-
ment was approved by the DPU on November 7, 1978. As a
result, the Company commenced amortization of the abandoned
property in September, retroactive to January 21, 1978, at an
annual amortization amount of $447,432.

Additionally, in its June 30, 1978 opinion, the SJC affirmed a
directive by the DPU in its August 31, 1977 order, whereby the
Company was instructed to reflect amortization of a retired
unit with a net book value of $512,828 commencing January,
1976. The Company had commenced amortization of this unit
in September, 1977, subsequent to the DPU's order 19084
dated August 31, 1977. As a result, the Company has recorded
such amortization for 1977 and 1976, in such years, which
has reduced net income and earnings per common share out-
standing in those years, as follows:

Year ended December 31,
19717 1978

Net Income

As previously reported $1,267,783  $1,188,251

Adjustment 67,971 (104,800

As restated $1,199812  $1,083451
Earnings per Share

As previously reported $215 $197

As restated $2.00 $1.74

Note H: Electric Facilities Purchased — New England Power
Company received final regulatory approval from the Securities



and Exchange Commission and on June 1, 1977 the Flagg Pond
and Beech Street sub-stations and associated 69KV and 13 BKV
lines were integrated into the Company’s electric system. The
purchase of this equipment located within our service area
ends a 68year old arrangement under which New England
Power has served six large industrial customers within the
Company's service area.

Note |- Commitments:

Lease Obligations — In accordance with the guidelines of
Statement of Financial Accounting Standards No. 13 issued by
the Financial Accounting Standards Board, the Company is
disclosing pertinent information regarding its capital leases.
The Securities and Exchange Commission requires, for rate-
regulated enterprises, disclosure of the effect on the balance
sheet and on expenses if such leases had been capitalized,
pending the results of its review of the Statement's ap-
plicability to rate-regulated enterprises.

The Company has a significant twenty-five year lease which
began April 1, 1973 for a combustion turbine and a liquefied
natural gas storage facility. The lease is subject to a ten year
renewal period at the option of the Comg.ny at an annual
rental of 1412% of the aggregate fair market value as at
the end of the initial lease term. Under certain conditions
the Company has the right to purchase the units at an inde-
pendently appraised market value, i!nder the lease, the Com-
pany has the obligation to maintain the equipment in good
operating con“ition and pay all taxes and insurance on said
equipment.

Had the Company capitalized its capital leases, Depreciation
and Other Interest Charges would have increased $162,733
and $179.180, respectively, and Operating Expenses, Other
would have decreased $287,507 for the year ended December
31, 1978. At Deceicber 31, 1978 the asset and related liability

which would have been recorded on the balance sheet for the
Company's capital leases were $2,374,643 and $2665328,
respectively. For the year ended December 31, 1977, Depreci:
ation and Other Interest Charges would have increased
$143,010 and $180,854, respectively, and Operating Expenses,
Other would have decreased $274,476. At December 31, 1977
the asset and related liability which would have been recorded
on the balance sheet were $2,452476 and $2,690415, re-
spectively.

The minimum commitments under all nor-cancellable long-
term leases in effect at December 31, 1978 are as follows:
1979 - $312,080; 1980 - $306,497; 1981 - $282938; 1982 -
$259,542; 1983 - $251,686; 1984-1988 - $1,196,336 aggregate
for the period; 19891993 - $1,126,043 aggregate for the
period; and 1994 and thereafter - $1,013,439 aggregate for
the period.

Total rental expenses for the years ended December 31. 197§
and 1977 amounted to $428,289, and $445630, respectively.

Pension Plans — The Company has in effect two funded Pen-
sion Plans and related Trust Agreements to provide retirement
annuities for participating emplcyees at age 65. The entire
amount of the annual contribution under the actuarial require-
ments of the Plans is borne by the Company.

The Company's contribution to the Plans during the years
ended December 31, 1978 and 1977 amounted to $497,077 and
$459.880 respectively, which includes amortization of prior
service costs over a period of thirty years.

The Company's policy is to fund the pension cost accrued.
The actuarially computed value of vested benefits as of Jan-
uary 1, 1978, the date of the latest actuarial valuation, ex-
ceeded the total of the pension fund by $3,759,849. The aggre-
gate amount of unfunded prior service costs as of the same
date was $5,000,526.

Joint Ownership Units and Construction — The Company is participating on a tenancy-in-common basis with other New England
utilities in the construction and ownership of ten generating units. New Haven Harbor and Wyman Unit #4, both oil-fired stations,
have been in comme: .al cperation since August 1975 and December 1978, respectively. The remaining eight nuclear units are

planned or under construction.
Details relating to the various units are as follows:

Proportionate ___ Company's Share in Thausands of Dallrs
= Amount of Amount  Total
"1 | — Cost of
Joint ownership units State % mw Service  Depreciation  12/31/78  Construction
Seabrook Units #1 &2  New Hampshire 075 39 - N 1132 4903
Millstone Unit #3 Connecticut L.am 25 - - 1327 6,539
Charlestown Units #1& 2 Rhode Island . 113 2%0 e i 548 36888
Pilgrim Unit #2 Massachusetts BRI - - 606 4,083
Montague Units #18&2  Massachusetts i s 8l - - 25 10187
Wyman Unit #a Maine . 182 11 359 7 370 -
New Haven Harbor Conmecticwt 45 207 6,980 5% 6,980 -
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Operating expenses included in the Consolidated Statement
of Income and proportionate amounts charged to specific oper-
ating expenses are as follows:

oy
Operating expenses, other - 234 5%
Fuel used in electric genera
tion 6 1,987 92
Maintenance — 97 13
Local property tax - 120
Other taxes - N 3
To'al operating expenses 6 2,443

I

The Company estimates constructicn requirements relative
to these units of approximately $13,430.000 during the next
five year period ending December 31, 1983.

On January 25, 1979, the commen shareholders approved
the acquisition of an additional .4348% ownership interest in
each of the Seabrook units from the Connecticut Light &
Power Company. The purchase of this interest has been ex-
cluded from the information presented above, pending final
approval of the purchase by the Massachusetts Department
of Public Uti.ities.

The Company expects to finance the cost of its participation
in the units initially through the use of short-term borrowings.
At the appropriate times, short-term borrowings will be con-
verted into senior capital.

Note J: Segment Information — In accordance with Financial Accounting Standard No. 14, the following information is preserted

relative to the gas and electric operations of the Company:

Electric Gas Total
1978 197 we 1 1978 1977

Operating revenues $21157502  $19061399  $7.919991 96860860 20077533  $25822259
Operating income before income taxes $ 3654896 § 2691154  $1,185032 § 91688! $ 4839928  § 3,608,035
Income taxes TR e, PR (1,607,717 (1,064,073
Non-operating income 201,991 111,902
Net income deductions (1,474,352) (1,456,052)
Net income $ 1959850 § 1199812
Identifiable assets as of December 31 $30724,323  $29387,092 $8987,224  $8,131480  $39711547  $37.518572
Unallocated assets, primarily working capital Myl Hy $ 4513480  § 4,916,140

Total assets as of December 31 $44,225027  $42,434712

Expenses used to determine operating income before taxes
are charged directly to either segment or are allocated in
accordance with factors contained in cost of service studies
which were included in rate applications approved by the
Massachusetts Department of Public Utilities. Assets allocated

to each segment are based upon specific identification of such
assets provided by Company records. Assets not so identified
represent primarily working capital items. The 1977 figures
have been restated in accordance with information reported
in Note G.

Note K: Quarterly Financial Data (Unaudited)
Summarized quarterly financial data for 1978 and 1977 is as follows:
Three Months Ended
March 31 June 30 Sept. 30 Dec. 31
LT T T B A T T SN T A T S

Total operating revenues

$8913,440 $6935697 $6,585 502

T «93397 $5988814 $5768434 $7,589776 $7.464731

Operating income $1,032845 § 674633 § 692098 , 488974 § 677,117 § 468387 § 830,151 § 911968
Net income $ 689468 § 347,951 § 391099 § 156860 § 365942 § 109111 § 513341 § 58589
Earnings per share $1.36 $60 $70 $.19 $.65 $.08 $.96 $1.13

The 1978 and 1977 quarters have been restated in accordance with information reported in Note G.
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To the Shareholders of FITCHBURG GAS AND ELECTRIC LIGHT COMPANY:

We have examined the consolidated balance sheets of Fitchburg Gas and Electric Light Company and
Subsidiaries as of December 31, 1978 and 1977 and the related consolidated statements of income,
retained earnings and changes in financial position for the years then ended. Our examinations were
made in accordance with generally accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we considered necessary in the
circumstances

In our report dated February 2, 1978, our opinion on the 1977 financial statements was qualified ac
being subject to the outcome of an appeal before the Supreme Judicial Court of Massachusetts concerning
a rate order of the Massachusetts Department of Public Utilities. As discussed in Note G, the appeal
challenged, among other things, the retroactivity of a Department directive to amortize a retired generating
unit (Unit #4), its instruction to abandon another generating urit (Unit #6) and its determination of the
revenues necessary to provide for the recovery of Unit #6 amortization. In its Order of June 30, 1978,
the Court upheld the Department’s positions with respect to the abandonment of both units, but directed
the Department to increase operating revenues to provide for the recovery of Unit #6 amortization.
Accordingly, our present opinion upon the 1977 financial statements, as presented herein, is different from
that expressed in our previous report.

As further discussed in Note G to the financial statements, the Company's method of billing and
accounting for revenues under its tuel adjustment clause in effect from January 1 through September 26,
1974, has been challenged by the Attorney General of The Commonwealth of Massachusetts. The Company
believes its methods are correct and has vigorously defended its procedures, but the ultimate outcome is
uncertain and no provision for any liability that may result has been made in the financial statements.

In our opinion, subject to the erfects, if any, on the financial statements of the uitimate resolution of
the matter discussed in the preceding paragraph, the financial statements referred to above present fairly
the financial position of Fitchburg Gas and Electric Light Company and Subsidiaries at December 31, 1978
and 1977 and the results of its operations and changes in its financi¢| position for the years then ended,
i conformity with generally accepted accounting principles applied or: a consistent basis.

Boston, Massachusetts
February 7, 1979 Alexander irant & Company

-

Nonaooments Discussion and Analysis of the Summary of Operations

Electric Operating Revenues increased by 11% in 1978 which is attributable to the net effect of four
major factors: the fuli year's effect of additional rate relief granted sffective September 1977; the addi-
tional rate relief pcrmitted in October, 1977, and subsequently granted as a result of the Company's
appeal of the above mentioned rate decision; the sale of 76,747,276 kilowatt hours to tie six new
industrial customers acquired as of June 1, 1977 in connection with the purchase of electric facilities
from New England Power Company; and the lower per unit energy cost component of power generated
and purchased with a resulting decrease in total cost recoverable through the Company's fuel expense
adjustment clause. The 15% increase in 1977 is due primarily to four factors: permanent rate relief of
$1,062,109 granted effective September 1977, additional electric rate relief of $472,831 allowed in October
1977 by the Supreme Judicial Court of Massachusetts; the sale of 37,228,925 kilowatt hours to the six
new industrial customers acquired as of June 1, 1877, and a higher per unit energy cost component of
power generated and purchased which resulted in a higher total cost recoverable through the Company's
fuel expense adjustment clause. See Note G — Conclusion of Rate Appeal of the Notes to Consolidated
Financial Statements.

Gas Operating Revenues increased 15% in 1978 primarily due to three factors: the increased cost
of purchased gas which is passed on to customers through the operation of a cost of gas adjustment
clause; the first full year impact of the permanent rate relief of $553,734 granted effective in September
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1977: and an increase in off-system sales of 36,892 MCF. The 20% increase in 1977 gas operating revenues
is primarily related to three factors: permanent rate relief granted effective in September, 1977, the
increased cost of purchased gas which is passed to customers through the operation of a cost of gas
adjustment clause; and off-system sales of 138,383 MCF. Gas operating revenues increased 29% in
1976 due t0: a 156,000 MCF increase in gas sales resulting from industrial activity improvement and the
colder than normal weather experienced in the latter part of 1976, the permanent rate relief of $349,451
granted effective in January, 1976, and the increased cost of purchased gas which is passed on to
customers through the operation of a cost of gas adjustment clause.

Electricity Purchased for Resale increased $297,758 in 1978 over 1977, and $1,850,691 in 1977 over
1976. The increases resulted from a greatar reliance on electricity from other utilities which is needed to
enable the Company to mewi its demand requirements. The increase also reflects a higher per unit
energy cost in 1977 as compared to 1976. The 1976 decrease from the 1975 level reflects lower per unit
energy costs due to changes effected in 1976 in the long-term agreement with Boston Edison.

Fuel Used in Electric Generatic - ncreased due to a higher level of kilowatt hours generated com-
hined with a slightly lower per unit energy cost of generation in 1978. The increase in 1977 is solely
attributed to the escaiation in the costs of fuels used to generate a level of kilowatt hours below that
generated in 1976. The 1976 increase over 1975 was due t0 the first full years operation of the New Haven
Harbor Plant. Since November, 1973, the cost of fuel oil has escalated sharply as a result of the Arab
oil embargo.

Gas Purchased for Resale continues to increase due to higher prices charged by our pipeline sup-
plier, the increasing unit cost of our supplemental gases, and a higher level of total MCF sales.

Operation, Other and Maintenance increases are associated with lease obligations, higher wage
rates, increased pension and insurance costs and other costs increases that reflect the continuing effect
of inflation.

Depreciation expense has risen due to the Company’s new generating facilities and the purchase of
certain electric facilities from New England Power Company. Effective September 1, 1977, the Company
increased its depreciation rates on all of its plant based upon a depreciation study approved pursuant to
an order of the Massachusetts Department of Public Utilities (DPU).

Amortization of Cost of Abandoned Properties includes the amortization, commencing January 1,
1976 and January 21, 1978, of generating units ordered apandoned by the DPU. See Note G — Cnnclusion
of Rate Appeal of the Notes to Consolidated Financial Statements.

Local Property Taxes continued to increase due to higher assessment valuations and rate increases
and the acquisition and construction of plant. The Company has appealed to the Appellate Tax
Board the property tax assessments received from the City of Fitchburg for the Fiscal Years 1977, 1978 and
1979. A hearing on these appeals has been scheduled in early May, 1973. The 1977 increase is due prin-
cipally to increased property tax rates and the acquisition of the electric facilities previously discussed.
The 1976 increase is attributable to the commencing of commercial operation of a new generating plant
in August, 1975.

The Allowance for Other and Borrowed Funds Usr1 7. 'ng Construction has increased since 1976
due to the Company's continued investment in electri~ . wrauag facilities under construction. From 1973
through 1975, the increase was due to the constrdc: o " a L.ow generating plant which was completed
in August, 1975. See Note A — Allowance for < a~. ' § During Construction of the Notes to Consoli-
dated Financial Statements.

Gross Income Deductions increased due to the Compariy ¢ issuing $3,900,000 of 10%a% Notes in
May, 1974 and $3,000,000 of 10% Notes in September, 1976. The increase also reflects the interest expense
related to short-term borrowings required to finance the Company’s construction program and, in 1978, the
expense includes interest related to pipeline refunas due customers which the Company used in lieu of
short-term borrowings. During 1976, the Company experienced a lowering of ~iime interest rates ipplica-
ble to its short-term borrowings.
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Statement of income (000's) 1978 1977

Operating Revenues
Electric $21,158 $19.061 3,601 $16,107
Gas 7.920 6,861 5,60¢ 4 408

Total Operating Revenues 29,078 25,922 22,29¢ 20,515

Operatirng Expenses
Operation, other and maintenance 5,568
Electricity purchased for resale 8,538
Fuel used in electric generation 2,159
Gas purchased for resale 4,335
Depreciation 1,182

A

N

4516
7,163
1,586
2173
873
Amortization of cost of abandoned propertie 596 71
Federal income tax (carry back refund) 1,216 31
Neferred income taxes an 230
Amortization of investment tax credit (62) (52) (34)
State franchise tax 81 5%
Local property tax 1,694 ! 1,254
Other taxes 167 135
Total Operating Expenses 25,845 18,282

Operating Income 3,233 2'233
Non-operating Income

- W oo
. ~NO NN W
H%omt-

o
o -
NWHE OWOO

Allowance for funds used during construction 452

Allowance for other funds used during con-
struction 36 -

Other (net of income taxes) 76 a3

Total Nen-operating Income 112
Gr. ss income 2,656
Income Deductions (Net) 1,456
Net Income 1,200
Preferred Stock Dividend Requirements 290
Net Income Available for Common Stock $ 910

Common Stock Data
Shares of Common Stock

Year end (000's) 455 455 455 455 455

Average (000's) 455 455 455 455 422
Earnings per Average Common Share Qutstand-

ing $ 367 $ 200 $ 174 $ 194 1.48
Dividends paid per Common Share $ 150 $ 144 $ 1.4 $ 138 1.38
Balance Sheet Data (000's)

Utility Plant (at cost) $44 461 $44.100 $39,829 $37,957 $37,015
Accumulated Depreciation $9194 $9020 § 7,125 $ 6365 § 7,440
Total Assets $44.205 $42435  $39,271 $38,777  $37,587
Capitalization and Short-term Notes
Common stock equity $11,430 $10440 $10,185 $ 9805 § 9,548
Preferred stock equity $4188 $ 4230 $ 4272 $ 4314 $ 4356
Long-term debt $16,978 $17,176 $17,294 $14,.414 $14,703
Short-term note payable $ 970 $2500 $ 300 $ 4400 $ 4000
Electric Statistics
Sales — Thousands of KWH 398,544 349549 309,257 289,320 343,681
Electric Customers — Year End 21,508 21,272 21,023 20,957 20,952
Avg. Annual KWH Sales per Residential Customer 5,073 5,049 5,140 4,992 5,005
Avg. Revenue per Hundred KWi4 — Residential $ 691 §$ 660 §$ 645 $ 665 §$ 5.71
Gas Statistics
Sales — Thousands of MCF 2,062 2,044 1,970 1,805 1,w02
Gas Customers — Year End 13,069 12,927 12,832 12,937 12,954
Average Annual Cubic Feet Sales per Residential
Customer 92,076 87,253 91,253 84,139 86,792
Average Revenue per MCF — Residential $ 403 §$ 356 §$ 3.08 $ 260 §$ 250
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+*Philip H. Bradiey, Resident Mananes Northeast., of
1B} Corporation. Waltham Mass

Richard L. Brickley, Lawyer. pariner in the law firm of
Brickiey, Sears & Coie, Boston, Mass (Director of sub-
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Howard W. Evirs, Jr., President of the Company, Direc-
' _ Prosicat

s b o
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inc . Fitchbutg Mass (a diversilied industry), and chief
executive of its Paper, Printing anc Forms Group

Thomas W. Sherman, Vice President and Treasurer of
the Company, Director, Vice President and Treasurer of
subsidiary; Director, Vice Presigent and Treasurer of
Bay State Gas Company. Canton, Mass., Concord
Electric Company, Concord, NH.. and Exeter & Hamp-
tor Electric Company, Exeter, N.H

tRobert V. Shupe, President of B L Gourtey Co., Inc.,
Wellesley, Mass (distributors of heating, air cendition-
ing and water heating equipment)

*Charles H. Tenney ll, Chairman of the Board of Direc-
tors and Chief Executive Officer of the Company: Di-
recior. Chairman of the Board of Directors and Chief
Executive Officer of subsidiary, Director, Chairman of
the Board of Directors, President and Chie! Executive
Ofiicer of Bay State Gas Company, Canton. Mass., Di-
rector. Chairman of the Board of Directors and Chief
Executive Officer of Concord Electric Company, Con-
cord, NH, and Exeter & Hampton Eiectric Company,
Exeter, NH

tRobert L. Ware, Lawyer partner in the law firm of Ware
& Ware, Fitchburg, Mass

+ Member of Audit Commitiee
* Member of Compensation Committee

Charles H. Tenney Il, Chairman of the Board of Drrec
\ors and Chief Executive Officer of the Company.**

Howard W. Evirs, Jr., President of the Company **

Charles T. Ellis, Vice President of the Company, Direc-
tor and Vice President of subsidiary, Vice President of
Bay Stai~ Gas Company. Canton, Mass

Thomas W. Sherman, Vice Presigent and Treasurer of
the Company.**

George A. Carlson, Assistan! Treasurer of the Com-
pany and subsidiary, Assistant Treasurer of Bay State
Gas Company, Canton, Mass., Concord Electric Com-
pars, Concord, NH., and Exeter & Hampton Electric
Company, Exeter, NH

Joseph A. Raffaele, Assistant Treasurer of the Com-
pany and subsidiary, Controlier and Assistant Trea-
surer of Bay State Gas Company, Canton, Mass : As-
sistant Treasurer of Concord Electric Company Con-
cord NH. and Exeter & Hampton Electric Company
Exeter, NH

Angela P. Carison, Clerk of the Company. Secretary of
subsidiary. Clerk of Bay State Gas Company. Canton,
Mass.; Secretary of the Board of Directors of Concord
Electric Company, Concord, N.-H., and Exeter & Hamp-
ton Electric Company, Exeter, N.H.

Roger A. Young, Assistant Clerk and Assistant Vice
President of the Company; Director ang Assistant Sec-
retary of subsidiary, Director, Vice President and
Assistant Clerk of Bay State Gas Company, Canton,
Mass: Executive Assistant of Concord Electric Com-
pany, Concord, NH., and Exster & Hampton Electric
Company, Exeter, NH

**See Director listing for other principal occupations
Subsidiary Fitchburg Energy Development Company

Massachusatts, in the Directors Room on the Second
Floor, on Tuesday. March 27, 1979, at 11:00 AM.

TRANSFER OF STOCK: The Company's Transfer Agent
is The First National Bank of Boston, 100 Federal Street,
Boston, Massachusetts 02110.

TRUSTEE: The First Nationa! Bank of Boston, P.O Box
1897, Boston, Massachusetts 02105, is Trustee under
mmmmmcm'cmcmmm
1995 and May 1, 1999 respectively

1ained herein, is submitied for the general inormation
o e sherehoiders of the Cxmpany as such, and is not
hmmm.mbrmmconnoctionwﬂh.w
sale or purchase of any securities.



(1) FITCHBURG GAS AND ELECTRIC LIGHT COMPANY

Applicant:

(1) Nuclear Plant:

Seabrook 1 & 2

Sourc=s of Funds For System-'Jide Construction Expenditures

During ng;od of Subject Nuclear Power Plant

(millions of dollars)

1979 1980 1981 1982 1983 1984 1985
Security Issues and Other Fuands
Common Stock s - $§ 2.65 $2.13 § = s - $ = $ =
Preferred Stock - 1.50 - 1.00 - > »
Long-term Debt - 5.00 4.00 4.00 - 6.00 -
Notes Payable 4.12 (.03) (2.58) (2. 01) 2.41 (2.10) .50
Contributions from parent-net - - - - ~ -
Other Funds (.31) (.31) £.52) & 52) {.52) (3.48) (.47)
Total $3.81 § 8.81 $3.03 $2 47 $1.89 § .42 S .03
Internal Funds
Retained Earnings:
Net Income §2.37 8 3.72 $4.13 $5.14 $4.36 $4.96 $4.29
Less: preferred dividends .28 .36 45 .46 <50 .54 v
commen dividends .87 1.39 1.74 1.99 -2.33 2.28 2.43
Retained Earnings $1.22 S .97 $1.94 $2.69 51.68 §2.14 §1.33
Deferred Taxes .49 o 7 «32 .34 .66 .66 w3
Investment Tax Credit .33 .86 .61 .51 .79 .40 41
Depreciation and Amortization 1.94 2:12 2.10 1.73 1.80 2.08 2.37
Working Capital Requirements
and Others (3.60) (.83) .86 42 (.57) 19 (.20)
Less: AFUDC (.61v)  (.97) (1.94) (2.70) (1.69) (2.14) (1.32)
Total $(.23) §2.47 $3.89  $2.97  $2.67  $3.33  $3.30
TOTAL FUNDS $3.58 $11.28 $6.92 $5.44 $4.56 $3.75 $3. 33
Construction Expenditures™¥*
Nuclear Power Plants® $1.02 §$ 7.92 $4.81 $3.58 $2.44 $1.79 S .86
Other 2.56 3.36 211 1.86 233 1.96 2.47
Total $3.58 $11.28 $6.92 $5.44 $4.56 $3.75 $3.33
Seabrook Nuclear Plant® s 57 §.7.43 $4.48 $3.03 $1.62 $§ .96 $ .03

* Assumes the purchase by Fitchburg Gas and Electric Light Company of an additional 8 megawatts of capacity

in each of tie two Seabrook Units.
*% Exclusive of Allowance for Funds Used During Construction (ArUDC).
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FITCHBURG GAS AND ELECTRIC LIGHT COMPANY

Summary of Assumptions Used to Develop the
"Source of Funds for System-Wide Construction
Expenditures During Period of Construction of
Subject Nuclear Power Plant"

Sales Growth - See Page 2 of 2.

Financing - Assumes new issues of long-term debt will be at a 13.5% rate
and that new issues of preferred stock would be at a 12% rate.
Common stock issues were priced to achieve a 10% yield based on the
then existing dividend, less $1.00 per share for the cost of issue.
Assumes a 14% rate for short-term borrowings throughout the fore-
cast, with the exception of the actual rates experienced during 1979.

Dividend Payments = Provides an increasing dividend compounded annually
at 7% using 70% of 1978 earnings per share as the base amount.

Rate Relief =~ Rate adjustments have been reflected to provide pre-AFUDC
earnings available for common equivalent to that year's dividends
paid on common stock.

Lepreciation = Calculated based on the rates =p _oved by the Depart-
ment in the Company's 1977 rate proceeding (DPU No. 19084).

Other Operation and Maintenance Expenses - Trended at a 7% increase
over the previous year for each year 1981 and beyond, exclusive
of Transmission of Electricity by Others.

Taxes Other Than Income Taxes =~ Forecasted to increase at 7% annually,
with increases to reflect the in-service costs associated with
major new facilities.

Allowance for Funds Used During Construction - Calculated in accordance
with F.P.C. Order No. 561.

Construction Forecast - Expenditures reflect the Company's investments
in jointly-owned generating facilities, which are detailed by unit
in Exhibit FGE-17. All expenditures in jointly-owned facilities
are based upon information provided to the Company by the lead
participant. Additionally, Exhibit FGE-17 reflects "Fitchburg
Local" construction expenditures for productions, transmission,
distribution and general plant and equipment neccessary to pro-
vide the Company's customers with safe, reliable service. All
expenditures are justified by engineering studies and are sub-
ject to final approval by the Company's Board of Directors.

Targeted Capital Structure - as follows:

Long-Term Debt 50%
Preferred Stock 10%
Common Stock Equity 40%

100%



Year
1979
1980
1981
1982
1983
1984

1985

FITCHBURG GAS AND ELECTRIC LIGHT COMPANY

KWH AND MCF SALES (000's) AS INDICATED

Firm

409,000
432,000
453,000
477,000
491,000

504,000

518,000

Page 2 of 2

Firm
MCF Sales

2026
2185
2444
2638
2771
2832

2893




FITCHBURG GAS AND ELECTRIC LIGHT COMPANY

Nuclear Plant: Seabrook 1 & 2

Estimated Annual Amounts of AFUDC Associated

Amount
Year _(000's)
1979 165.1
1980 574.2
1981 1,484.8
1982 2,146.6
1983 1,081.1
1984 1,367.3

1985 265.4




Completed J.0. Units

Seabrook 1 & 2
Millstone #3
NEP #1 & 2
Pilgrim Unit #2

Montague #1 & 2

Fitchburg Local

* Total

FITCHBURG GAS AND ELECTRIC LIGHT COMPANY

List of Generating Units and Other

Plant to be Constructed During the Period
of Construction of the Subject Nuclear

Power Plant

In-Service
Dates

4/83 & 2/85
5/86
11/91 & 11/93
12/85

11/91 & 11/93

1979 1980 1981 982 1983 1984 1985
$ 35.0 § 6.0 $ 16.0 $§ 150 § 6.0 § 6.0 $ 9.5
574.2  7628.7 4481.4 3028.1 1621.6  961.1 28.5
230.3  216.3  229.5  399.4  430.6  380.1  300.0
66.0 - - - - - -
109.1 53.6 73.6  120.4  347.6  355.8  352.0
5.2 9.0 9.9  19.0 29.0  83.6  167.2
1019.8  7913.6  4810.4 3581.9 2434.8 1786.6  857.2
2562.2  3364.4 2106.3 1861.9 2121.8 1964.0 2470.2
$3582.0 $11278.0 $6916.7 $5443.8 $4556.6 $3750.6 $3327.4

*Inclusive of Nuclear Fuel, but exclusive of AFUDC.




FITCHBURG GAS AND ELECTRIC LIGHT COMPANY

SEC and Indenture Interest Coverages During the
Period of Construction

Ratio of Earnings Available for

Earnings Interest as a Percentage

To of Annual Interest on
Fixed Existing Year-End
Charges (SEC) Debt (Indenture)

3.20 276%
2.53 227%
2.93 289%
3.14 315%
2.80 285%
3.05 . 282%

2.77 283%




FITCHBURG GAS AND ELECTRIC LIGHT COMPANY

FINANCTAL STATISTICS

Twelve Months Ended

1978 1977 1976
Earnings available to common equity $ 1.672 $ 0.910 $ 0.792
Average common equity $10.935 $10.365 $ 9.994
Rate of return on average common equity 15.3% 8.8% 7.9%
Times total interest earned before FIT:
Gross income (incl. AFUDC) & current and
deferred FIT . total interest charges &
amortization of debt discount and expense 2.9 2.4 2.4
Times long-term interest earned before FIT:
Gross income (incl. AFUDC) & current and
deferred FIT = long-term interest charges
and amortization of debt discount & expense 3.4 2.6 2.9
Bond ratings (end of period)
Standard and Poor's BBB BBB BBB
Moody's Baa Baa Baa
Times interest and preferred dividends
earned after FIT:
Gross income (incl. AFUDC) = total interest
charges & amortization of debt discount and
expense & preferred dividends 1.8 1.5 1.4
AFUDC $ 0.417 $ 0.248 $ 0.135
Net income after preferied dividends S 1.672 $ 0.910 $ 0.792
Market price of common $15.875 $15.75 $16.375
Book value of common §25.09 $23.15 $22.36
Market-book ratio (end of period)¥ .63/1.00 .68/1.00 .73/1.00
Earnings avail. for common less AFUDC plus
depreciation and amortization, deferred
taxes, and investment tax credit adjust.-
deferred S 3.343 $ 2.347 $ 1.993
Common dividends paid $§ .683 § .656 § .642
Ratio 20.46% 28.0% 32.2%
Short-term debt:
Bank loans $§ .97 $ 2.5 $§ 0.3
Commercial paper =0~ ~0- 0=
Capitalization (Amount & Percent):
Long-term debt $16.978 52.1 $17.176 53.9 $17.294 54.4
Preferred stock 4.188 12.8 4.230 13.3 4.272 13.5
Common equity 11.430 35.1 10.440 37 8 10.185 32.1
$32.596 100.0 $31.846 100.0 $31.751 100.0




6(a)

(d) No delay ir Seabrook construction schedule.

: ii Eosle
" 3!’ a3 333: ngsﬁt -ﬂ‘:- - -" - ®
!'. t: l H || 35
. ¥ Youols
g,u ::_-E + 8@:2"13§§8 ~RI8y - = 0!8 2858
| - | - M
¥2glsll
i il 5 F 8 EEmarengss magl Al 2 ¢ 3 cgals :
g g Zosig g
s lg agy=95-9 R SIRREACHMS GIE ® * 2 2RSS p
“ - o » .
B : £ 8
Ll Samgl 5 g
¥ igrns*.: 8 §§An==§§°:' 3R 0 - vy 28308 i l
S . - = ! s
7~ 3
) | tesg {2
g i o«
e
L
], i
i
! §8
i1
% ¥E
RN
i il
v 323
if
111l
£
= 2
¥
: 4

*$11 million advance from participants in 1979

**Capital Stock Expense, Other Property & lnvestwents.

1/1/%
Scenaw io §358



No dealer, salesman or any other person has
been authorized to give any information or to
make any representations other than those con-
tained in this Prospectus and, if given or made,
such information or representations must not be
relied upon as having been authorized by the
Company or the Underwriters. This Prospectus
does not constitute an offer to sell, or a solici‘a-
tion of an offer to buy, any of these securities £y
any Underwriter in any jurisdiction to any per-
son to whom it is tnlawful to make such offer or
solicitation in such jurisdiction. The delivery of
this Prospectus does not imply that the informa-
tion herein is correct as of any time subsequent
to i.» date.
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$30,000,000

Public Service Company of New Hampshire
General and Refunding Mortgage Bonds, Series C 14'2% due 2000

Interest is payable January 15 and July 15, commencing July 15, 1980. The Series C Bonds are
entitled to a mandatory annual sinking fund payment of $2,250,000, payable in cash or Series C
Bonds, beginning in 1990 with a redemption price of 1009% of the principal amount plus acerued
interest and are also redeemable at the option of the Company at any time, in whole or in part, at the
prices set forth herein, except that prior to January 15, 1985, the Series C Bonds are not refundable
at the option of the Company at an interest cost less than 14.855% per annum. The Company may make
an additional sinking fund payment in any year in an amount not exceeding the mandatory sinking
fund payment for that year. See “Description of the Bonds”.

The Series (' Bonds are secured by a mortgage on substantially all of the Company’s properties
which is subordinate to the lien of a first mortgage on substantially the same properties and are
also secured by a pledge of certain First Mortgage Bonds. At October 31, 1979 there was outstand-
ing $196,495 000 aggregate principal amount of First Mortgage Bonds (exclusive of pledged First
Mortgage Bonds). See “Description of the Bonds” for information with respect to the participation
of holders of the Series ' Bonds in the lien of the first mortgage.

See “Problems Facing the Company” for a description of the Company’s financial difficulties.

Application will be made to list the Series C Bonds on the New York Stock Exchange. Listing
will be subject to meeting the requirements of the Exchange, including those relating to distribution.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Underwriting
Price 10 Discounts and Proceeds to
Public(1) Commissions (2) Company(1)(3)
Per Bond 100.009% 2.20% 97.80%
Total $30,000,000 $660,000 $29,340,000
—

(1) Plus accrued interest, if any, from the date of original issue.

(2) The Company has agreed to indemnify the several Underwriters against certain civil liabilities,
including liabilities under the Securities Ac. of 1933.

(3) Before deduction of expenses payvable by the Company estimated at $178,000.

The Series C Bonds are offered by the several Underwriters when, as and if issued by the Com-
pany and accepted by the Underwriters and subject to their right to .eject orders in whole or in part.
It is expected that the Series C Bonds will be ready for delivery at the office of Kidder, Peabody & Co.
Incorporated, 10 Hanover Square, New York, New York, on or about January 29, 1980.

Kidder, Peabody & Co. Blyth Eastman Paine VVebber
Incorporated Incorporated

The date of this Prospectus is January 22, 1980,



IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE BONDS OFFERED HEREBY AT LEVELS ABOVE THOSE WHICH MIGHT OTHER.
WISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.

AVAILABLE INFORMATION

Public Service Company of New Hampshire (the “Company™) is subject 1o the informa-
tional requirements of the Securities Exchange Act of 1934 and in accordance therewith files
reports and other information with the Securities and Exchange Commission. Information for
the year 1978 and prior years concerning directors and officers of the Company, remuneration
and any material interests of such persons in transactions with the Company, is disclosed in
proxy statements distributed 1o stockholders of the Company and filed with the Commission.
Such reports, proxy statements and other information can be inspected at the office of the
Commission at Room 6101 at 1100 L Street, N.W., Washington, D. C.; Room 1100, Federal
Building, 26 Federal Plaza, New York, N.Y.; Suite 1710, Tishman Building, 10960 Wilshire
Boulevard, Los Angeles, California; and Room 1228, Everett McKinley Dirksen Building, 219
South Dearborn Street, Chicago, Illinois. Copies of such material may also be obtained at
prescribed rates from the Public Reference Section of the Commission at 500 North Capitol
Street, N.W., Washington, D). C. 20549, Ceriain of the Company’s securities are listed on the
New York Stock Exchange where reports, proxy material and other information concerning
the Company may also be inspected.

THE COMPANY

The Company was incorporated in New Hampshire in 1926. The mailing address of the Com-
pany is 1000 Elm Street, Post Office Box 330, Manchester, New Hampshire 03105 and the Company’s
telephone number is (603) 669-4000,

The Company is the largest electric utility in New Hampshire. It operates a single integrated
system furnishing electric service in Manchester, Nashua, Portsmouth, Berlin, Dover, Keene, [.aconia,
Franklin, Rochester, Somersworth and 187 other New Hampshire municipalities including about 83%
of the total population of the State. It also sells electricity to other utiluaes and distributes and
sells electricity in 6 towns in Vermont and 13 towns in Maine. The area “crved at retail has a popula-
tion of about 746,000,

The Company is presently experiencing serious difficulties in financing its construction program.
See “Problems Facing the Company” for a deseription of the external financing and rate relief required
in order to enable the Company to maintain its construction program and continue its business opera-
tions, pending commencement of the proposed reduction in its construction program which would
reduce substantially the Company’s financing requirements. See “Construction Program”.
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PROSPECTUS SUMMARY
The following material is qualified in its entirety by the detailed information and the finan-
cial statements and notes appearing elsewhere in this Prospectus. See especially “Problems
Facing the Company”.
THE OFFERING

(‘ompany Public Service Company of New Hampshire
Bonds Offered $30,000,000 General and Refunding Mortgage Bonds, Series (" 1415% due 2000
Sinking Fund 2,250,000 annually, commencing January 15, 1990, to retire
75% of the issue prior to maturity.

Use of Proceeds To reduce short-term debt incurred for construction
and for other corporate purposes.

Bonds to be listed New York Stock Exchange

THE COMPANY

Business Electric utility
Energy Sources (12 months ended October 31, 1979) 0il — 489, Coal — 37%,

Nuclear — 10% and Hydro — 5%
Estimated 1980-1985 Construction Expenditures
(excluding allowance for funds used during construction):
Assuming proposed reduction of ownership interests in nuclear plants

under eonstruetion (see “Problems Facing the Company”) $620,200,000

Assuming ne such reduction $£946,600,000
Estimated Required Permanent Finaneing in 1980

after sale of Series (¢ Bonds) $216,000,000

FINANCIAL INFORMATION
(Amounts in thousands except ratios)

Twelve Months

Ended Year ended December 31,

October 31, 1979 1978 1977
Operating Revenues $289,522 $260,751 $214,787
Operating Income 44637 48,338 29,174
Net Income 39,708 36,507 21,722
Ratio of Earnings to Fixed Charges — Actual 2.39 2.87 238

Pro Forma 1.69 — —

Capitalization and short-term debt as of October 31, 1979, and as adjusted for the proceeds from
the sale of the Series (" Bonds (see “Capitalization™) :

Percent of
Adjusted
Actual As Adjusted  Capitalizatior
Long-Term Debt (including ecurrent ma-
turities) $346,909 $376,249 474%
Preferred Stock 112,543 112,543 142
Common Stock Equity 305,200 305,200 384
$746,652 $703.992 100.0%
Short-Term Debt $ 73,100 $ 43,70)
3




PROBLEMS FACING THE COMPANY

The Company is presently experiencing serious difficulties in obtaining external financing for its
construetion program and in maintaining cash flow adequate to fund this program and the costs of
the Company’s current business operations. The major portion of the Company’s construction pro-
gram is the Company’s present 50% ownership interest in the 2300 MW nuclear generating plant at
Seabrook, New Hampshire. Although the Company has commitments from other utilities which
would reduce the Company’s interest to about 35%, these commitments are subject to several contin-
gencies, principally obtaining the necessary regulatory approvals. As a result of delays in obtaining
such approvals, the Company must continue to finance 50% of construction costs, possibly until
January, 1981 or beyond. If the Company’s ownership interest is not reduced in 1980, the Company
will have to raise approximately $216,000,000 in permanent financing in 1980, after the sale of the
Series (' Bonds offered hereby. (lost increases, delays and changes in regulatory proceedings and
requirements, market conditions and other factors have in the past necessitated revisions in the
Company’s construction program and the timing and amount of the “ompany’s projected financings
and may require such revisions in the future,

Rate Proceedings

The Company’s finaccing program had been based upon the inclusion in the Company’s rate
base of a portion (approximately 50% on average) of the expenditures for construction work in
progress (“CWIP") associated with major generating faciii. -s, and in 1978 the Company's request
for such inclusion was granted by the New Hampshire Public Utilities Commission (“NHPUC").
After passage of a New Hampshire statute prohibiting the inclusion of CWIP in rate base, the
NHPUC excluded CWIP from the Company's rate base as of May 7, 1979. At the same time, the
NHPUC allowed the existing rates to remain in effect, determining that the Company’s rates could
not he changed without an investigation to establish new rates which would provide a just and reason-
able rate of return for the Company. Such an investigation was ordered, and the NHPUC has stated
that intervenors’ rights with respeet to possible rebates would be preserved.

On August 31, 1979, the Company filed a new retaii tariff with the NHPUC providing permanent
rates designed to generate revenues of approximately $18,500,000 (about 84%) on an annual basis
above those currently received. This filing has been suspended by the NHPUC pending full investi-
gation and has been consolidated with the rate investigation initiated by the NHPUC in connection
with the eliminanon of CWIP from rate base. See “Business — Rates — New Hampshire Retail”,
Hearings are underway in these rate proceedings but the Company is unable to predict when the
proceedings will be concluded and a decision rendered,

In order to provide the Company with the revenues necessary for it to obtain external financing
for its construetion program, and in particular to obtain sufficient revenues to satisfy the earnings test
contained in the Company's General and Refunding Mortgage Indenture for the issuance of the
General and Refunding Mortgage Bonds needed during 1980 (see “Financing -— Mortgage Bonds"),
on November 27, 1979, the Company filed a request with the NHPUC for an emergency surcharge
designed to increase annual revenues by approximately $11,970,000 (about 5.5%) based on a test
year ending May 31, 1979. This surcharge represents a portion of the 8.4% permaneit rate increase
requested hy the Company in August. On December 21, 1979 the NHPUC granted the Company the
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full amount of its request to take effect under bond on December 28, 1979, the bond being an agreement
to make refunds to customers in the event the NHPUC ultimately determines that the Company is
not entitled to the full amount so granted. See “Business — Rates — New Hampshire Retail”.

On December 21, 1979, the Company filed with the Federal Energy Regulatory Commission
(“FERC") new rates for its wholesale-for-resale customers that would increase revenues from such
customers by approximately $4,294,000, or 10.1% on an annual basis. See “Business — Rates — Other”,
The Company is seeking to expedite action by the Maine Public Utilities Commission on its presently
pending requests for rate increases. See “Business — Rates — Other”.

Reduction of Construction Program

In view of the cash stringeney which would result from the anticipated elimination of CWIP
(see Note D to the Statement of Earnings and “Business — Rates — New Hampshire Retail”) and
the resultant difficulty of financing the 509 interest in Seabrook, the Company decided in March,
1979 to reduce its ownership interest in the Seabrook plant to 28% and thereafter offered ownership
interests aggregating 22% to other utilities (the “March offer”); it also offered to other utilities its
ownership interests in the Pilgrim #2 and Millstone #3 projects.

Reduction of Seabrook Ownership. The full amount of the March offer was accepted by nine
other New England utilities, but three have since informed the Company that they will be unable to
take part or all of the amount accepted. Massachusetts Municipal Wholesale Electric Company
(“MMWEC") agreed to take the major portion of such offer (13.874469 of the plant) but was able
to obtain power purchase commitments from its constituent town and ecity electric departments which
permit it to commit for only approximately 6% ef the plant. Central Vermont Public Service
Corporation and Green Mountain Power Corporation each accepted 1% but neither will proceed with
its acquisition because of conditions contained in the opinion of the Vermont Public Service Board
approving the acquisitions which would place the en.ire risk of the investment on the utilities’
stockholders until the plant is placed in operation.

Consequently, the March offer has resulted in commitments for about 12% out of the 22% of the
ownership interest in Seabrook originally offered.® In mid-October, 1979 the Company re-offered the
remaining 10% ownership interest in the Seabrook plant to other participants in the plant and to

*The seven utilities committed under the March offer and their respective commitments are as

follows:
Bangor Hydro Electric Company 1.80142
Central Maine Power Company 1.00000
Town of Hudson, Massachusetts
Light and Power Department 0.01957
MMWEC 6.00091
Montaup Electric Company 1.00000

New Bedford GGas and Edison Light Company 2.17390
Taunton Municipal Lighting Plant Commission 0.13065
Total 12.12645



the Company’s New Hampshire wholesale customers (the “October offer”); commitments for owner-
ship interests aggregating approximately 3% of the plant were received.®®

Each utility acquiring an ownership interest under either offer will acquire its interest gradually
over an Adjustment Period. During the Adjustment Period, the accepting utilities will share pro
rata the costs otherwise attributable to the Company’s ownership interest until their aggregate invest-
ment in the Seabrook project has been increased to approximately 15% and the Company’s invest-
ment decreased to approximately 359 *®® of the total investment of all participants. Until the Adjust-
ment Periods begin, the Company must continue to finance its construction program at its present
H0% ownership interest in Seabrook.

The Adjustment Period for the March offer will begin only after receipt by the accepting utilities
of all required regulatory and stockholder approvals (and in the case of MMWEC, the obtaining of
financing for its inerease). The Adjustment Period for each accepting offeree of the October offer
will begin only after the Adjustment Period for the March offer begins, and after the accepting offeree
obtains its required regulatory approvals (and in the case of Fitchburg Gas & Electric Light Com-
pany, the approval of its stockholders), whether or not other accepting offerees have obtained their
approvals, and in the case of New Hampshire Eleetric C'ooperative, Ine. (the “NH Coop”), which
accepted 2.17391%, after it has obtained satisfactory financing. The Company has no knowledge of
the financing plans or prospects of any of the participants and there can be no assurance that they
can obtain financing in the necessary amounts or in a timely manner; however, only the commitments
of MMWEC and the NH Coop are contingent upon the consummation of necessary financing. The
financing arrangements of all of the other participants will of necessity await receipt of the regulatory
approvals deseribed below.

Action by the NHPUC, the Massachusetts Department of Public Utilities (“MDPU") and the
Nuclear Regulatory Commission (“NRC”) is required, as deseribed below.,

In New Hampshire, NHPU(' approval is required to be obtained by the Company and by the
NH Coop. The Company has obtained such approval but the NHPUC's decision has been appealed
to the New Hampshire Supreme Conrt by an intervenor. The NH Coop is awaiting the Rural Elec-
trification Administration’s agreement on financing before seeking NHPUC approval.

Under Massachusetts law, the increases of Montaup Electric Company, New Bedford (as and
Edison Light Company, and Fitehburg Gas and Eleetrie Ligh. Company must be approved by their
respective stockholders (which in the case of Montaup and New Bedford are their parent companies),
and by the Company’s stockholders, who approved the increases of Montaup and New Bedford under
the March offer at a meeting held in September, 1979. Approval by the MDPU is also required for

**The three utilities committed nnder the October offer and their respective commitments are as
"l-lln\\N
T+ *aton Municipal Lighting Plant Commission 0.20380

Fi uburg Gas & Electrie Light Company 0.26087
New Hampshire Electrie Cooperative, Ine. 2.17391
Total 2.63858

***The Company's actual ownership percentage would be 35.23497%, and figures for the Comvany’s
financing and construction programs have been calculated using this percentage.
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these increases, as is MDPU approval of the financing for MMWEC's increased interest; petitions
have been filed with the MDPU for the Montaup, New Bedford and Fitchburg increases and for the
MMWEC financing, and hearings have commenced. [he proceeding involving Montaup, New Bedford
and Fitchburg has been consolidated with two other proceedings relating to transfers of Seabrook
interests by other participants. The Massachusetts Attorney General and others have intervened in
these proceedings in opposition to the several proposals; in the proceedings relating to other trans-
fers, the Attorney General has challenged the other Massachusetts utilities’ need for the power from
the Seabrook plant, among other things. The NDPU has recently decided that the proceeding relating
to MMW EC’s financing will involve consideration of the “financial viability” of the Seabrook project
and the “economic and financial impaect of tiie proposed purchase and bond issue upon the municipal
entities which comprise MMWEC”; the scope of this inquiry will not be defined until the proceedings
have progressed further. Consequently, it new appears that the several proceedings before the MDPU
will take much longer than originally anticipated. On the present schedule, the proceedings may not
be concluded until June, 1980 at the earliest, and perhaps not before January, 1981, or later. If the
Adjustment Period of any accepting offeree under the October offer has not commenced by January
1, 1981, such offeree’s commitment may be terminated by the offeree or by the Company.

Filings have been made with the NRC with respeet to the offers but clearance has not yet been
received,

No other regulatory approvals are required for the increases for which the Company has received
commitments,

Possible Slowdown of Seabrook Comstruction. The Company has been considering the possibility
of a deferral for up to four years of the completion date of Unit #2 of the Seabrook plant as & means
of reducing the Company's immediate cash needs; under the Joint Ownership Agreement relating to
Seabrook, the agreement of holders of 75% of the ownership interests would be required for a
deferral. A four year deferral of Unit #2 would reduce the Company’s requirements for external
financing in 1980 and 1981 by approximately $27,000,000 and $33,000,000, respectively, assuming 50%
ownership in both years. However, the Company estimates that the aeferral would increase the total
cost of the project by approximately $740,000,000 and the Company believes that the cost of replace-
ment power would greatly exceed the cost of the power which would have been produced by the Unit.
Another possibility being considered by the Company as a means of reducing its immediate cash needs
is a reduction in the overall level of Seabrook construction. Such an action could reduce the Com-
pany’s immediate cash needs, but it would result in deferral of the completion dates of both Units
and would result in cost increases similar to those which would follow from deferral only of Unit #2.

The Company believes that the power from both Units of the Seabrook plant is needed in its
service area and in the New England region at the 1983 and 1985 scheduled completion dates.

Offer of Pilgrim and Millstone Interests. No expressions of interest were received by the Company
with respect to its offer of its interest in the Pilgrim #2 project. The Company has contracted for
the sale of approximately two-thirds of its interest in Millstone #3 to Taunton Municipal Lighting
Plant (1.09% ) and Connecticut Municipa! Electric Energy Cooperative (1.7391% ), subject to the
receipt of necessary regulatory approvals, including that of the NRC. Applications for regulatory
approvals are in preparation but have not yet been filed. Proceeds from the sale are required to be
deposited with the First Mortgage Trustee under the terms of the Company’s First Mortgage Inden-
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ture. The Company has reoffered and received expressions of interest in purchasing the balance of the
Company's interest in Millstone. Only a relatively small portion of the proposed reduction in the
Company's construction program is attributable to the proposed sale of the Company's interest in
Millstone #3 ($31,097,000 for the period 1981-1985). See “Construction Program”.

Immediate Financing Program

The Company has a revolving credit agreement with a group of eight commer-ial banks under
which the Company may borrow to $130,000,000 through June 30, 1980 subject to periodic review
by the banks; amounts outstanding under the agreement mature on July 1, 1980. One additional
commercial bank recently joined the revolving credit, increasing the amount available under the
credit from $115,000,000 to $130,000,000. The Company believes that the availability of such eredit
to June 30, 1980 will depend principally upon the success of the Company’s financing program de-
scribed below, and the occurrence of no adverse developments in rate and other regulatory proceedings
or in the program to reduce the Company’s ownership interest in the Seabrook plant. The original
seven commercial banks in the revolving eredit have extended the maturity date of the Company’s
existing $25,000,000 term credit to January 5, 1981. The Company has additional lines of credit
aggregating $5,350,000 with New Hampshire banks. On the date of the sale of the Series C Bonds
offered hereby, the Company's aggregate short-term borrowings are expected to be approximately
$124,350,000.

If the necessary approvals for commencement of the Adjustment Periods for the March and
October offers are not obtained until January, 1981, the Company estimates that it must raise ap-
proximately $216,000,000 in permanent financing during 1980 after the sale of the Series (" Bonds,
assuming full utilization of the Company’s short-term bank credit by the end of 1980 and without
giving effect to the emergency surcharge granted to the Company by the NHPUC effective December
28, 1979 or to any other requested rate inerease which may be granted the Company during the peried.
If all regulatory approvals are received before January, 1981, these financing requirements will be
reduced

In July, 1979, the Company received advance payments aggregating $10,600,000 from the other
Seabrook participants against their present ownership interests in the project. These advances were
to be credited against amounts payable by such participants commencing in January, 1980, and are
secured by the Company's interest in nuclear fuel for the Seabrook project. Except for The United
Hluminating Company, all of the affected Seabrook Participants have agreed to extend the date after
which eredits are to be made against their accounts to July 1, 1980; United llluminating's advance in
the amount of $3,000,000 has been fully credited against the amount of Seabrook construction costs
payable by it in January, 1980.

At the present time, the Company is unable to issue any significant amount of First Mortgage
Bonds and the amount of General and Refunding Mortgage Bonds which the Company can issue is
also limited to the extent deseribed under “Financing — Mortgage Bonds”,

Necessity of Adequate Rates, Required Approvals and Financing

The Company may be unable to obtain the external financing necessary for its 509% interest in
the Seabrook plant if it does not obtain adequate rates from its pending rate proceedings, and there

8




can be no assurance that the required approvals for the proposed reduction in the Company's interest
in the Seabrook project to 35.23497% will be obtained or that the Company or other Seabrook partici-
pants can obtain financing in the necessary amounts or in a timely manner. The Company’s ability to
obtain necessary financing may also be adversely affected if regulatory and other approvals for signifi-
cantly less than the 14.76503% of the Seabrook plant committed for by other utilities should be
obtained

Adequate rates and timely approvals and financing are all essential to enable the Company to
maintain its construction program and continue its business operations.

INDUSTRY PROBLEMS

The Company has experienced and may in the future experience in varying degrees a number of
problems generally common to the electric utility industry. These problems include obtaining ade-
quate and timely rate increases, uncertainties caused by increasing political involvement in utility
regulation, financing large construetion programs during an inflationary period, obtaining sufficient
capital on reasonable terms, compliance with environmental regulations, high costs of fossil fuel, delays
in licensing and constructing new facilities, and effects of energy conservation.

Events at the Three Mile Island Nuclear Unit No. 2 in Pennsylvania (“TMI"”) resulted in damage
to the plant and release of radioactivity into the surrounding environment and caused widespread
concern about the safety of nuclear generating plants. The Company has interests not only in the
Seabrook project but also in six other nuclear generating plants which are either operating or planned
or under construction in New England (see “Business — Joint Projects”); its interests in the four
such operating plants represent approximately 8% of the Company’s present generating capacity.
The Company cannot prediet what effect the events at TMI which have precipitated increased oppo-
sition to nuclear power may ultimately have upon the completion or the cost of compleiion of the
Seabrook project or such other planned nuclear units or upon the continued operation of the existing
nuclear generating plants in New England or upon its planned reduction of its interest in the Sea-
brook project. Neither the Seabrook Units nor any of these six other New England plants utilize a
nuclear steam supply system furnished by the vendor which supplied TML United Engineers & Con-
structors Ine., the engineer-constructor . r the Seabrook project, was constructor of TMI but was not
involved in its design.

The TMI incident has prompted a rigorous reexamination of safety related equipment and
operating procedures in all nuclear facilities. On October 30, 1979, President Carter’s Commission on
TMI issued its final report which, among other things, contained extensive recommendations cn aspects
of nuelear power; on December 7, 1979, the President, while reaffirming his support for continued
inclusion of nuclear power in his national energy policy, announced his agreement vith the
spirit and intent of those recommendations and his initiation of steps toward their implementation.
The NRC has already promulgated numerous requirements in response to TMI and the report on an
independent study of TMI instituted by the NRC is expected in the near future. The plants in which
the Company has an interest are being reviewed by their owner-operators, and those plants and all
other nuclear facilities are being reexamined by the NRC. Based upon a preliminary engineering
review, the Company believes that the new requirements already promulgated by the NRC will result
in design changes which increase the capital cost of the Seabrook project by approximately $2,000,000
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and will require modifications in the operating nuclear plants in which the Company has an interest,
the capital cost of which modifications has not yet heen determined but which can be expected to be
of a larger magnitude. The TMI incident has also generated a multiplicity of legislative proposals
in Congress and various state legislatures. While the ultimate effect of these reexaminations, studies
and proposals cannot be specifically predicted, they could cause delays in construction and costly
modifications of both the operating and planned nuclear plants in which the Company has an interest.

USE OF PROCEEDS

The proceeds to the Company from the sale of the Series C Bonds will be used to reduce short-
term debt incurred for construction and for other corporate purposes. On the date of issue of the
Series (' Bonds, short-term borrowings are expected to be approximstely $124,350,000.

CONSTRUCTION PROGRAM

The area served by the Company has experienced relatively rapid population and economic growth
in the last several years. According to statisties compiled by the United States Department of Com-
merce, Burean of the Census, the average annual rate of population growth in the State of New Hamp-
shire was approximately 2% during the period 1970-78, the second highest rate of growtl for any state
east of Colorado. Figures released by the New Hampshire Department of Employmer.t Security show
that New Hampshire is experiencing one of the lowest unemployment rates in the nation, and the lowest
in New England 2 8% (not seasonally adjusted) for the month of September, 1979

As a result, the clectric needs of the Company's customers have increased (an average annual
increase of 6.9% and 43% in the Company's annual peak load during the ten-vear and five-year

periods, respectively, ending Oectober 31, 1979). While there is some controversy concerning the
rate of growth the Company will experience in the future, the Company has projected the needs of

its customers to increase at an average annual rate of approximately 5.17% at least through 1988,
chich is anticipated to be the highest increase of any major electric utility in New England furnishing
estimates to the New England Power Pool. The Company’s forecasts indicate that its net purchases
{ capacity will have inereased to 306 MW at the time of scheduled completion in 1983 of the first unit
of the Seabrook plant deseribed below, of which a 35.23497% share would be 4052 MW If the
Seabrook plant is not completed on schedul:, there can be no assurance that the Company would be

ible to purchase sufficient power to render adequate serviee to its customers

The Company proposes to meet the projected needs of its customers primarily through its share of
the 2,300 MW Seabrook nuclear plant, with two units each having a capacity of 1,150 MW currently
planned for completion in 1983 and 1985, respectively. The Seabrook plant is the only major base
load generating station in New Englard now scheduled to begin service before 1986, In the view
of the Company. the plant is essential to meet not only the Company’'s needs but the New England
load as well. As described under “Problems Facing the Company”, the Company and other New
England utilities have agreed to adjust their ownership interests in the Seabrook projeet, subject to

receipt of the necessary regulatory approvals. Assuming an adjustment of the Company’s share to
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3523497, its share of the total cost of Seabrook upon completion, including the initial nuclear fuel,
is estimated at $704,800,000, excluding any allowance for funds used during construction (“AFUDC")
(see¢ Note D to the Statement of Earnings), which allowance is estimated to be $361,100,000. If the
Company’s ownership interest should remain at 50%, these estimated amounts would be $1,000,000,000
and $425,100,000, respectively. See “Problems Facing the Company™ and “Financing” for a discussion
of the factors affecting the financing of the Seabrook plant, and see “Business — Seabrook Nuclear
Project” for a diseussion of administrative proceedings and litigation relating to the Se abrook plant.

The Company's aggregate construction program for the six-year period 1980 through 1985,
which is subjeet to continuing review and adjustment, is currently estimated to be about $620,200,000
(excluding AFUDC) if its ownership interest in Seabrook is reduced to 35.23497 as described above
under “Problems Facing the Company” and its ownership interest in Millstone #3 is sold. Such con-
struction expenditures would total $946 600,000 if such interests remain at their present levels. The
following table sets forth the Company’s estimated construction expenditures for 1980 (assuming no
offeet in 1980 of its reduced construction program) and the unadjusted and adjusted 1981-1985
construction programs as described above based on current construction schedules and cost projections
(including an inflation factor, which in the case of Seabrook is 87 per annum, and excluding
AFUDC)

Estimated Construction Expenditures

(Millions of Dollars)
Unadjusted Adjusted
Generating Facilities Lo s L. 19198
Company’s Share of Seabrock Nuclear Project
Plant $173.4 $372.5 $103.1
Nuclear Fue! 14.1 45 18.6
Total 1875 417.0 1217
Participation in Other Plants®
Nuclear Plants 59 58.0 30.3
Nuclear Fuel 1.1 5.5 21
Total 10 635 324
Other Generation 52 20.4 204
Total Generating Facilities 1997 75009 1745
Transmission Facilities 1.0 104.0 104.0
Distribution and General Facilities 216 109.4 1094
Total $2323 $7143 $387.9

e - —_

*See “Business — Joint Projects.”
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The following table shows the aggregate amount for each of the years 19580 through 1985 of the
Company's estimated construction program before and after adjustment to reflect the maximum redue-
tion of the Company's ownership interest in Seabrook to 35.23497% commencing in January, 1981 and
the sale of its interest in Millstone #3 as of that date

Unadjusted Adjusted

Construction Construction

e -

1980 $2:32,300,000 $232,300,006)
1951 216,000,000 433,200,000
2 165,400,000 73,500,000
1953 146,400,000 11:3,500,000
1954 111,300,000 91,400,000
1985 72,200,000 66,300,000
Total M.T&,’Tm E’.'_U.zln)_mo

Actual construction expenditures could vary from these estimates because of changes in the Company's
plans and load forecasts, cost fluctuations, delays and other factors; the Company is in the process of
reviewing the construetion budget for the Seabrook project and expeets to complete the review in the
first quarter of 1980, The Company estimates that the ultimate cost of its share of Seabrook would
inerease between $7.260,000 and $£9.940,000 for a 3523497¢ ownership interest (and between
$10,300,000 and $14,100,000 for a 507¢ ownership intirvest) for each month’s delay in completion.
Delays of more than one month may result in a higher per month cost; the increase in cost in cach
case depends upon the cause and length of the delay. It is also possible that additional expenditures
may be required to meet regulatory and environmental requiremients at the Seabrook nuelear plant and
at the Company’s other generating facilities.  Sec “Industry Problems” and “Business — Environ-
mental Matters”

The complexity of present-day electrie utility technology and the time required for the construe-
tion of generating facilities and for the completion of th necessary licensing and regulatory proceed-
ings, which have become increasingly extensive, have compelled the Company, as well as other electrie
utilities, to make substantial investments in the construction of such facilities before the licensing and
regulatory proceedings are final. At October 31, 1979, the Company had invested approximately
$434,200,000 Cincluding AFUDC of approximately $56,900,000 and nuelear fucl of $28200,000) in the
Seabrook nuclear plant. While it is possible that future developments could lead to cancellation of the
project, the Company considers such a possibility unlikely not only because the necessary construction
permits and approvals have been received (although certain of them are subject to further court
appeal and administrative proceedings, see “Business — Seabrook Nuclear Projeet”) and construe-
tion is proceeding but also because of the projected need for the plant’s power in the Company’s
service area and in New England generally. However, if the Seabrook project were cancelled, the
Company estimates that at the present time its share of the total “usts would be substantially more
than its investment; the precise amount would depend upon a number of factors, inciuding the
amount of termination charges and salvage and the results of negotiations in conneetion with contract
terminations. The Company would apply to regulatory authorities for approval to amortize its share
of total costs over an appropriate future period and to recover such costs through the Company's
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retail and wholesale rates. While the Company cannot prediet whether and to what extent regulatory
authorities would permit such recovery, construction of the plant was authorized by the New Hamp-
shire Public Utilities Commission based upon its finding that the plant was required to meet the

L L2

demand for electric power. See “Business — Seabrook Nuclear Project — NHPUC”.

FINANCING

Financing of the Company’s 1980-1985 construction program estimated at $620,200,000 (assuming
its construction program is reduced as deseribed above), and the refinancing at maturity of certain
long-term debt and required sinking fund payments together aggregating $108,5955,000 during this
period (see Notes 5 and 7 of Notes to Financial Statements), represents a major undertaking for the
Company.  The Company estimates that approximately $2:0,000,000 will be generated from internal
funds during this period (prineipally after 1982)  The balanee is expected to be financed from

C'\'Q'['hu{ S rees

During 1979, the Company raised approximately $166,060,000 from permanent financing, con-
sisting of $39.640,000 from the sale of 2,000,000 shares of Common Stock in Janunary, $30,000,000 from
the sale of 1200000 shares of Preferred Stock ($25 Par Value) in May, $37,740,000 from the sale of
2 000,000 shares of Common Stoek in July and $55,680,000 from the sale of General and Refunding
Mortgage Bonds in September. The Company's financing plans for the 1980-1985 period inelude the
isstanee of common stoek, preferred stoek and long-term debt, nuelear fuel finaneing and intermediate.
term delit finanemg

The suceess of the Company's financing plan is dependent upon a number of factors, including
the Company’s ability to obtain adequate and timely rate increases, conditions in the securities mar-
kets, cconomic conditions and the Company’s level of sales and particularly resolution of the matters
discussed under “Problems Facing the Company”.

Mortgage Bonds. Due to certain restrictions in the Company’s First Mortgage Indenture, no
significant amount of First Mortgage Bonds may be issued thereunder until an operating license is
abtained for Seabrook Unit #1, now anticipated in late 1982, The Company is considering secking
the consent of the holders of its First Mortgage Bonds (75% in principal amount required) to
amend that Indenture by modifying or eliminating these restrictions, but no assurance can be given
that such consent will be sought or obtained. If these amendments are made, the Company is required
to redeem all outstanding General and Refunding Mortgage Bonds, including the Series (C Bonds
offered hereby, by exchange for First Mortgage Bonds; until such time, such First Mortgage Bonds as
may be issued will be pledged as additional security for the General and Refunding Mortgage Bonds.
At October 31, 1979, the Company had $196,495,000 of First Mortgage Bonds outstanding (exclusive of
pledged First Mortgage Bonds) and $857,640,000 of Net Utility Plant, including $484,626,000 of
I'nfinished Construction.

Because of the restrictions in the Company's First Mortgage Indenture, the Company has entered
into the General and Refunding Mortgage Indenture dated as of August 15, 1978 (the “G&R Inden-
ture’’), constituting a second mortgage on the Company’s properties to secure General and Refunding
Mortgage Bonds. The Company sold $60,000,000 of such Bonds to institutional investors in Septem-
ber, 1978 and $60,000,000 pursuant to a public offering in September, 1979, The terms of the G&R
Indenture are generally similar to those of the First Mortgage Indenture except for elimination of the
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above-mentioned restrictions on issuance of bonds and the inclusion of a limitation on the amount of
other income (including AFUDC) includible in earnings coverage under the G&R Indenture. See
“Deseription of the Bonds”. For the twelve months ended October 31, 1979, the earnings coverage
of interest on bonds was approximately 2.34, as compared with the requirements for the issuance of
additional bonds contained in the G&R Indenture of 2.0. At October 31, 1979 the earnings coverage
test would have limited the principal amount of General and Refunding Mortgage Bonds (141,%
annual interest rate) which could have been issued to approximately $34,000,000.

Bank Financing. The Company has a revolving credit agreement with a group of eight commer-
cial banks under which the Company may borrow up to $130,000,000 through June 30, 1980 subject
to periodie review by the banks; amounts outstanding under the agreement mature on July 1, 1980.
One additional commercial bank recently joined the revolving credit inereasing the amount available
under the credit from $115,000,000 to $130,000,000. See “Problems Facing the Company — Immediate
Financing Program”. The original seven commercial banks in the revolving credit have extended the
maturity date of the Company’s existing $25,000,000 term eredit to January 5, 1981 The Company
has additional lines of eredit aggregating $5,350,000 with New Hampshire banks.

As of October 31, 1979, the Company could have incurred approximately $146,480,000 of short-
term unsecured indebtedness under its Aiticles of Agreement without obtaining the approval of
holders of the Preferred Stock. The NHPUC has approved up to $146500,000 of short-term
borrowings.

Preferred Stock. Under the Company’s Articles of Agreement additional Preferred Stock may
be issued without the affirmative vote of the holders of a mujority of either class of the Preferred Stock
provided that the ratio of earnings to fixed charges and preferred dividends, including dividends on
Preferred Stock to be issued, is at least 1.50. For the twelve months ended October 31, 1979, the
ratio of earnings to fixed charges and preferred dividends computed under the method preseribed by
the Company's Articles of Agreement was 1.98; and based thereon, the Company could issue, without
such vote of the holders of the Preferred Stock, approximately $69,740,000 of additional Preferred
Stock (14% annual dividend rate assumed).
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CAPITALIZATION
The eapitalization and short-term debt of the Company as of October 31, 1979 was, and adjusted
as of that date to reflect the issuance of $30,000,000 prineipal amount of Series C Bonds offered hereby
and the application of the proceeds thereof (aggregati. , $29,340,000) would have been, as follows

Amount Outstanding
October 31, 1979 Adjusted
Amonnt Percent Amount Percent
Long Term Debt (including current maturities) (Thousands of Dollars)
First Mortgage Bonds (a) $196,006 $196,006
General and Refunding Mortgage Bonds (b) 118,658 148,028
Promissory Note 25,000 25,000
Pollution Control Reveuue Bonds 7,215 7,215
Total Long Term Debt 346,909 45.4% 376,249 474%
Preferred Stock — Cumulative
$100 Par Value, Authorized, ! 350,000 shares
Outstanding, 675,422 shares (c¢) 67,543 67,543
$25 Par Value, Authorized, 5,000,000 saares
Outstanding, 1,800,000 shares (¢) 45,000 45,000
Total Preferred Btock 112,543 14.7 112,543 142
Common Stock Equity
Common Btock — $5 Par Value
Authborized, 18,000,000 shares
Outstanding, 13,932,209 shares (d) 69,661 69,661
Other Paid-In Capital 166,202 166,202
Retained Earniogs 89,337 69,337
Total Common Btock Equity 305,200 39.9 305,200 384
Total Capitalization (e) $764 652 100.0% $793,902 100.0%
Bhort Term Debt $ 73,100 $ 43,760(f)

(a) Because of eertain restrictions in the First Mortgage Indenture no significant amount of bonds
may now be issued thereunder. See “Financing”. For a description of the outstanding series,
see Note 7 of Notes to Financial Statements. Amounts shown exclude pledged First Mortgage
Bonds.

(b) The amount of bonds issuable under the General and Refunding Mortgage Indenture is subject to
certain restrictions. See “Description of Bonds — Additional G&R Bonds” and “Financing”.
For . deseription of the outstanding series, see Note 7 of Notes to Financial Statements.

(¢) For a description of the outstanding series, see Notes 4 and 5 of Notes to Financial Statements.

(d) In addition, as of October 31, 1979 there were reserved for issuance upon conversion of the 48 432
shares of Convertible Preferred Stock, 5.509% Dividend Series, 214,585 shares of Common Stock
based upon the conversion price of $22.57 per share (the Convertible Preferred Stock being taken
at its par value of $100 per share).

(e) See Note 8 of Notes to Financial Statements with respect to Commitments and Contingencies.

(f) On the date of the 1ssue of the Series C Bonds, short-term bank borrowings are expected to be
approximately $124,350,000. See “Use of Proceeds” and Note 3 of Notes to Financial Statements.
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STATEMENT OF EARNINGS

The following Statement of Earnings, so far as it relates to the five years in the period ended
December 31, 1978, has been examined by Peat, Marwick, Mitchell & Co., independent certified publie
accountants, whose report thereon appears elsewhere in this Prospectus. The information for the
twelve months ended October 31, 1979 is unaudited and, in the opinion of management, includes all
adjustments (consisting only of normal recurring accruals) necessary to a fair statement of results of
operations for such period. This statement should be read in conjunction with the other financial
statements and the related notes appearing elsewhere in this Prospectus.

el
31, Year Ended December 31,
1979 1978 1977 1976 1975 1974
(Unaudited) (Thousands of Dollars)
Operating Revenues (A)(B) $289 522 $260,751 $214.787 8106674 $156,393 $155,930
Operating Expenses
Operation
Fuel (B) 110,188 71,906 70,500 54,881 58,511 43,161
Purchased and Interchanged Power 33,735 43,422 37,810 36,468 27,153 32,505
Other 35,809 31,490 27,641 25,058 22,048 19,283
Maintenance (A) 19,027 17,502 14,550 12,930 10,727 8,575
Depreciation (A) 15,369 14,752 14,117 13,791 13,522 11,624
Federal and State Taxes on Income
(A)(C) 16,437 19,666 .309 9,733 9,916 3,702
Other Taxes, FPrincipally Property Taxes 14,320 13,585 12,596 11,860 10,018 9,756
Total Operating Expenses 244 585 212,413 185,613 164,721 151,805 128,606
Operating Income 44,637 48,338 29,174 31,953 34,408 27,324
(ther Income and Deductions
Allowance for Etl;uty Funds Used During
Construction (D) 13,601 7,828 6,093 3,205 1,573 1,785
Equity in Earnings of Affiliated Com-
panies (A) 903 870 802 1,007 821 870
Other — Net 1,614 983 491 391 408 2,644
Total Other Income and Deductions 16,118 9,681 7,386 4,603 2,802 5,200
Income Before Interest Charges 80,755 58,019 36,560 36,556 37,390 32,623
Interest Charges
Interest on Long Term Debt 26,866 21,073 18,980 17,932 16,680 13,547
Other Tnterest 12,948 8,201 2,029 200 1,209 4,672
Allowance for Borrowed Funds Used
During Construetion (D) (18,767) (7,762) (8,171) (2,661) (1,307) (1,5986)
Net Interest Charges 21,047 21,512 14,838 15,561 16,582 16,323
Net Income 39,708 36,507 21,723 20,005 20,508 16,300
Preferred Dividend Requirements 7,820 6,391 5,120 4,848 3,604 237%
Earnings Available for Common Stock $ 31870 $ 30,116 $ 16602 8§ 16,147 $ 17,204 § 12,022
Average Shares of Comnion Stock Outstand-
ing (Thousanas) 11,944 9,275 7,689 6,372 6,124 5,134
Earnings Per Share of Common Stock (E) $2.67 $3.25 $2.18 $2.53 $2.81 $2.52
Dividends Per Share of Common Stock $2.12 $1.94 $1.88 $1.86 $1.72 $1.64
Ratio of Earnings To Fixed Charges (F)
Actual 239 2.87 2.38 2.61 2.66 1.93
Pro Forma 1.69 - — — - g
(See “Management’s Discussion and Analysis of the Statement of Farnings”.)
(A) See the applicable portion of Note 1 of Notes to Financial Statements. .
(B) For the period December 3, 1977 through May 6, 1979 the Company's New Hampshire retail

rates were based in part upon the inclusion in the Company’s rate base of a portion of the costs
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of construction work in progress (CWIP) associated with major generating projects
gion of CWIP in rate base increased revenues from customers to cover the costs of financing suct

CWIP. On May 7, 1979 a New Hampshire statute prohibiting the inclusior of CWIP in the
Company's rate b came effective. By order dated . ust 29, 1979 the NHPUC excluded

CWIP from the Company's rate base as of May 7, 1979, but determined that the Company's rates

jetermine the Comy
The NHPUC has stated

| See “Business Rates N¢

See “Business Rates — th=r” for a discussion of increased rates to wholesale customers

put into effect by the Company on July 29, 1978
In August, 1976, the Company and a fuel supplier reached agreement on the amount f afuel
inventory adjustment. As a result of this settlement, operating revenues and fuel expense for

1976 are each approximately $4,598 000 less than they otherwise would have beer
See Note 2 of Notes to Financia' Statements for information regarding income taxes

AFUDC is the estimated enst, during the period of construction, of funds invested in the con
ructi which are not recovered from customers through current revenues. Sue.
t realiz cash currently but under the rate-making process the amount « f the

PeCOVe) n cash over the service life of the plant in the form of increased
a resulu of higher plant «osts. The NHPUC, for the period December 3

May 6, 1979 permitted the Compuny to include in rate base a portior of the costs

of CWIP associated with major generating projects. Therefore, AFUDC for this period did not
include the cost of funds invested in the consiruction program which were provided by revenues

To the extent CWIP is not ineluded in the Company’s rate base, the cost of funds invested
in CWIP (interest on debt and return on equity, including dividends) is not provided by revenues

and AFUDC is added to the cost of the plant being constructed with offsetting credits in the

Statement of Earnings. Since the credits are not cash items, cash for interest and dividends may
need to be provided in whole or in part by additional financing during the construction period.
As described in Note B above, as of May 7, 1979, the Company was precluded from basing its rates
upon CWIP in the rate base. Therefore, as of May 7, 1979, consistent with the August 29 1979

e order, the Company began recording AFUDC for CWIP previously included in the Com
pany’s rate base, thereby increasing AFUDC by approximately $4,100,000 for the twelve months
ended October 31, 1979

AFUDC net of applicable deferred income tax provisions equalled 32.5% and 59.8% of net
income for 197% and the twelve months ended Oectober 31, 1979, respectively. The Company
capitalized AFUDC at a net-of-tax rate of 734% for 1974 Effective January 1, 1975, the Com-
pany began using a pre-tax rate of 914% (increased to 10% effective January 1, 1979) and
began recognizing deferred income tax expense applicable to the current tax reduction resuliting
from interest expense associated with construction, but thes: changes had no significant effect on

net meome
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The Company began compounding AFUDC on February 1, 1977 resulting in an increase in the
gross amount of AFUDC eapitalized durine 1977 and subsequent periods. This change increased 1977
net income and earnings per share of common stock by approximately $816,000 and $0.11, respectively.

(E) Earnings per share are based on the average number of common shares outstanding, after recognition
of preferred stock dividend requirements.

(F

Earnings represent the aggregate of Net Income, less undistributed income of unconsolidated com-
panies, plus provisions for Federal and state taxes on income and fixed charges. Figed charges repre-
sent interest, related amortization and the interest component of annual rentals. The pro forma ratio
of earnings to fixed charges is 1.69 after giving effect to (1) the annual interest requirements on long-
term debt outstanding at October 31, 1979, (2) the annual interest requirements on the Series C
Bonds being offered (aggregating $4,350,000) and (%) the annual interest requirements on the esti-
mated average short-term debt expected to be outstanding during the twelve months ending October
31, 1980 ($104,000,000 at 16.70% effective interest rate assumed).

Supplemental ratios of earnings to fixed charges have been calculated pursuant to Accounting
Series Release No. 122 of the Securities and Exchange Commission. Such ratios include in earnings
the undistributed income of unconsolidated companies, and include in fixed charges the Company's
allocable portion of the fixed charges of the regional nuclear generating companies in which the Com-
pany has investments. The supplemental ratios are not material'y different from the basic ratios.

(G) The following quarterly information is unaudited, and, in the opinion of management, is a {air sum-
mary of results of operations for suel periods. Variations between quarters reflect the seasonal nature
of the Company’s business, and beginning with the fourth quarter of 1977, additionally includes the
effect of rate increases. See “Management's Discussion and Analysis of the Statement of Earnings.”
The fourth quarter of 1977 also includes an adjustment which decreased maintenance expenses recorded
in the first three quarters of 1977 by approximately $1,000,000,

__ Quarter Ended
Year 1979 Year 1978 " Year 1977
Sept.  June* March Dec. Seprn.  June March Dee.  Sept. June  March
(Thousands except Per Share Amounts)
Operating Revenues $72019 365868 $50,072 $60,346 $62,387 $57,038 $71,980 857,091 $52,678 $47,491 $57,527

Operating [ncome 10,201 9,302 14,758 12324 11,700 10,119 14,195 9,100 6,6i1 5,252 8,202
Net [ncome 11,049 8,335 12,217 9,359 8,872 7,182 11,084 7,390 5,098 3244 5,090
Preferred Dividend

Requirements 2,420 1,952 1,556 1,504 1,508 1,509 1,600 1,516 1,199 1,197 1,208

Earnings Available
for Common Stock 8,620 6,383 10631 7,765 7,274 5503 9484 5874 3,899 2047 4,82
Average Shares of
Common Stock
Outstanding 13,460 11,823 11,319 9,770 9,755 9,109 8,447 5,444 7,823 7,230 7,209
Earvings Per Share
of Common Stock  $0.64  $0.54 $094 079 $075  $061 112  $0.70 050 $028  $0.66

*Amounts restated to be consistent with the August 29, 1979 rate order of the NHPUC descriled in .

Note B above,
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HRecent Results of Operations

Information with respect to the results of operations for the twelve months and eleven months
ended November 30, 1979 and 1978 is as follows

e - ol
[N IO
(Thousands except Per Share Amounts)
Operating Revenues $292,427 $258,182 $266 418 $234,742
Operating Income 44,637 49,026 40,457 44,158
Net Income 40,533 87,239 37,367 33,331
Preferred Dividend Requirements 5,104 6,393 7,673 5,860
Earnings Available for Common Stock 32,429 30,846 29,784 27471
A erage Shares of Common Stock Outstanding 12,287 9,162 12,520 9,228
Esrnings Per Share of Common Stock $2.639 $3.367 $2.378 $2.977
Ratio of Earnings to Fixed Charges
Actual 2.35 301 — -
Pro Forma 172 — — —

The foregoing information is unaudited and, in the opinion of management, includes all 8¢ just-
ments (consisting only of normal recurring accruals) necessary to a fair statement of results of
operations for such periods. Information for the twelve and eleven months ended November 30, 1979
may not be indicative of results for the full year ended December 31, 1979.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
OF THE STATEMENT OF EARNINGS

Twelve Months Ended October 31, 1979 as Compared with Calendar 1978:

“Operating Revenues” increased $28771,000 principally due to (1) the operation of the fuel
adjustment elause ($18,081,000), (2) an increase in unit power sales ($3,924,000) and (3) an increase
In prime energy sales.

“Fuel Erpense” increased $38,192,000 because a larger percentage of total power supply was
generated by Company-owned fossil fuel plants and due to increases in the unit costs of coal and oil.

“Purchased and Interchanged Power” decreased $9,657,000 due to the increased generation by
Company-owned fossil fuel plants,

“Other Operating Erpenses” increased principally because of the effect of inflation on wages,
st pplies and services and employee benefits, the exact amount of which cannot be determined indi-
vidually

“Federal and State Tazes on Income” decreased primarily due to a deerease in taxable income.

“Allowance for Equity Fune . Used During Construction” and “Allowance for Borrowed Funds
I'sed During Construction” increased due to an increase in the Company's construction program,
primarily the Seabrook nuelear plant and because AFUDC has been acerued from May 7, 1979 through
October 31, 1979 on CWIP included until May 6, 1979 in New Hampshire rate base.

“Interest (harges” increased principally due to (1) additional long-term debt outstanding and
(2) an increase in the rates and level of short-term borrowings from banks as an interim method of
finaneing construction of new facilities.

1978 as Compared with 1977

“Operating Revenues” increased $45964,000 principally due to a rate increase to New Hampskhire
retail customers on December 3, 1977 ($27,000,000 on an annual basis), increased to $30,000,000 on
an annua Yasis on June 1, 1978; a rate increase to wholesale customers on July 29, 1978 (approxi-
mately $. 00,000 on an annual basis); inereased revenue associated with the operation of a fuel
adjustmen. clause ($10,000,000), and an increase in prime energy sales.

“Purchased and Interchanged Power” increased $5,612,000 principally due to increases in capa-
city and energy purchases necessary to meet the Company’s increased KWH sales and replacement
power as required during the shutdown of Merrimack Station.

“Other Operating Ezpenses” increased principally because of the effeet of inflation on wages,
supplies and services and employee benefits, the exaet amount of which cannot be determined indi-
vidually

“Maintenance Erpenses” increased principally due to increased cost of maintenance at Merrimack
Station (approximately 60% of the total increase) and because of the effect of inflation on wages
and materials (approximately 347 ) and on costs of annual maintenance at other generating stations
(approximately 6% ).
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“Pederal and State Tazes on Income” increased $11,267,000 principally due to an increase in
current taxable income due to inereased operating revenues, and an increase in deferred taxable
income,

“Other Tuzes, Principally Property Tazes” increased due primari’y to higher real estate property
assessments and tax rates.

“Allowance for Equity Funds Used During Construction™ and “ Allowance for Borrowed Funds
Used During Construction” increased due to an increasc in the Company's construction program,
primarily the Seabrook nuclear plant.

“Other Income and Deductions — Other — Net” increased $560,000 primarily as a result of in-
creased interest income from short-term inves.ments.

“Interest Charges” inereased prineipally due to (1) additional long-term debt outstanding (ap-
proximately 250 of the total increase) and (2) an inerease in the rates and level of short-term
borrowings from banks as an interim method of finaneing construction of new facilities (appruxi-
mately 76 ).

1977 as Cowpared with 1976:

“Operating Revenues” inereased $18,113,000 in 1977 principally due to increased revenue associ-
ated with the operation of a fue! adjustment clause (§7,685,000), an increase in unit power sales
($3.26%,000), a rate increase to New Hampshire retail customers on December 3, 1977 ($27,000,000 on
an annual basis) and an inerease in prime energy sales.

“Fuel Erpense” increased $15,619,000 in 1977 because a larger percentage of total power supply
was generated in Company-owned fossil fuel plants (approximately 49% of the total amount) and
due to inereases in the unit costs of coal and oil (approximately 219 ), and also because of the inven-
tory adjustment referred to in Note B to Statement of Earnings (approximately 30% ).

“Other Operating Expenses” inereased in 1977 principally because of the effect of inflation on
wages, supplies and services, employee benefits, and additional cost for transmission services ¢ sociated
with additional power purchased.

“Maintenance Expenses” increased in 1977 principally due to increased costs of maintenance at
Merrimack Station (approximately 129% of the total inerease) and because of the effect of inflation
on wages and materials (approximately 489 ) and on costs of annual maintenance at all generating
stations (approximately 40% ).

“Pederal and State Tazes on Income” decreased $1,334,000 in 1977 primarily due to a decrease in
taxable income.

“Other Taxes, Principally Property Tazes” increased in 197/ due primarily to higher real estate
property tax rates.

“Allowance for Equity Funds Used During Construction” and “Allowance for Borrowed Funds
Used During Construction” increased substantially in 1977 due to (1) an increase in the Company's
construction program, primarily the Seabrook nuclear plant and (2) the effect of compounding of
AFUDC semi-annually, effective February 1, 1977 as permitted by Federal Power Commission Order
No. 561. See Note D to Statement of Earnings.
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OPERATING STATISTICS

MWH Generated and Purchased — Net
Generated by Water Power
Generated by Fuel
Total Generated
Power Purchased — Nuclear Affiliates
Other Power Purchased and Interchanged
Total Generated and Purchased

Disposition of MWH Output
Sold

Used by the Company
Absorbed in Delivery

Total Output

MWH Sold
Residential
Industrial
Unit Power
Wholesale, Commercial and Other

Total MWH Sold

Sources of Electric Revenue (Thousands of Dollars)
Residential Sales
Industrial Sales
Unit Power Sales
Wholesale, Commercial and Other
Miscellaneous Operating Revenue

Total Eleetric Revenues

Eleetric Customers ( End of Period)
Residential
Industrial
Unit Power
Wholesale, Commercial and Other

Total Electrie Customers

Diversity of Industrial Revenues

Textile Products

Paper Producta

Leather Produets

Chemicals

Other Now Durable Products
Total Non Durable Produets

Machiner

Other Durable Products
Total Durable Products

Total Manufacturing

Commercial and Service
Total

Customer Statistics (Annual)

Average Customers — Residential

Average KWH Per Customer — Resi lential

Average Rate — Cents Per ' .WH
Residential
Industrial
Othker Utilities

Average Annual Bill — Residential

Average Nuclear Fuel Cost per KWH Generated
Average Fossil Fuel Cost per KWH Generated

Tweive Months
Year Ended Docemt s
|wn. ‘ Dr 3,
1979 1973 9 197% 1975 1974
280,052 291,072 332,523 328,701 335,521 347,129
5,265,160 3,849,853 4,033,704 3,566,002 5,669,800 3,385,098
5,545,921 4,141,825 4,366,227 3,024,703 4,008,321 3,732,237
608,991 674,337 629,116 670,994 618,787 530,129
501,085 1,374,245 999,082  1,0024'4 819,437 1,138,423
6,655,277 6,100,407 5,094,425 050688,111 5,443,545 5,400,
6,209,680 5,752,784 5,586,378 5286507 5,055,673 5,054,271
30,543 22,734 15,217 13,476 13,047 23,821
415,054 414,880 392,830 388,128 374,825 322,687
“6,655,277 8,100,407 5,004,425 5,088,111 5443545 5,400,
1,803,161 1,765,553 1,709,528 1,676,980 1,552,212 1,552,714
1,851,902 1,743,131 1,568,068 1,530,489 1,396,957 1,470,307
600,632 168,785 545,755 372,321 524,831 502,715
1,953,985 1,575,315 1,763,027 1,697,717 1,581,673 1,528,535
6,200,680 5,752,784 5,080,378 5,086,507 5,055,073 5,004,271
$ 102572 § 98331 $ 81,551 § 77,153 § 72,167 § 57,868
72,390 63,565 48,878 45,361 42,049 34,807
13,028 9,104 10,297 7,029 9,130 6,746
92,335 ¥2.549 69,278 63,292 55,902 44,742
9,197 (,402 4,783 3,739 7,055 11,769
§ 280522 § 260,751 § 214,787 196,674 § 186,393 § 155,030
247,978 244,008 238,830 232,358 226,215 221,737
1,006 1,080 1,046 1,018 987 982
1 1 1 1 1 1
32,362 31,766 30,871 30,115 29,268 28,853
981,437 278,858 ~ 270,748 203,402 BEATT T 81,573
3.3% 3.7% 3.9% 1% 4.5% 5.6%
17.7 17.2 16.5 16.8 15.7 17.9
2.7 3.0 3.2 3.4 3.6 3.5
9.8 9.3 9.0 8.3 79 8.1
6.8 7.4 79 7.6 1.7 7.5
403 408 305 02 304 428
171 16. 16.3 152 148 "
13.2 13.2 13.0 12.4 121 12.0
303 300 303 278 269 267
708 “70.8 0.8 o718 863 803
20.4 20.4 30.2 32.2 337 30.7
100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
P—— ——— P———— — — —
245,818 242,416 236,453 230,390 224 888 220,937
7,335 7,283 7,230 7,279 8,002 7,028
5.60 5.57 474 4.80 4.65 3.78
391 3.65 312 205 3.01 2.37
3.63 3.20 3.07 2.85 2.44 212
$417.27 $405.63 $34490  $334.88 $320.90 $261.91
0.4127¢ 0.3638¢ 0.3181¢ 0.2850¢ 0.3508¢ 0.2248¢
2.0927¢ 1.8701¢ 1.7575¢ 1.8540¢ 1.5044¢ 1.2002¢



BUSINESS

Power Supply and Properties.

The electric properties of the Company form & single integrated system including transmission
facilities which are part of the New England-wide transmission grid. The maximum one-hour prime
peak load experienced to date by the Company’s system was 1,173 net MW on February 13, 1979. At
that time the Company had available to meet such load 1,154 MW of its own generating capacity, 97
MW from its participations in the four Yankee nuclear generating companies described below under
“Joint Projeets” and 217 MW of purchased capacity. Because the generation and transmission
systems of the major New England utilities, including the Company, are operated as if they were 2
single system, the ability of the Company to meet its load is dependent on the ability of the New
England utilities to meet the New England load. See “New England Power Pool” below.

The Company has one coal-fired 456 MW electric generating station (Merrimack Station), from
which the Company has agreed to sell to another utility 100 MW on a single unit basis from Unit #2
through April, 1998, and four oil-fired electric generating stations with an aggregate effective capability
of 641 MW, consisting of the Newington plant (420 MW), the Schiller plant (180 MW) and two
smaller plants. See “Environmental Matters” below.

The Company also has other generating facilities with an aggregate effective capability of 162 MW
as follows: hydro-electric (48 MW), combustion turbine (111 MW) and diesel (3 MW). The
Company has participations with other New England utilities in five generating units recently com-
pleted, under construction or in design stages, including the two Seabrook units. See “Construction
Program”, and see “Joint Projects” and “Seabrook Nuclerr Project” below.

The Company purchases capacity and energy from cther utilities as necessary, together with its
own generating capacity, to meet its load growth and ts reserve obligations under NEPOOL dis-
cussed below. These purchases are expected to increase ‘rom 217 MW to approximately 306 MW by
April, 1983 when Seabrook Unit #1, in which the Comp. ny’s reduced interest will be 405.2 MW, is
currently scheduled to be completed. See “Problems Faciny' the Company”.

New England Power Pool.

A New England Power Pool Agreement (“NEPOOL”) to which the major investor-owned utilities
in New England, including the Company, and certain municipal and cooperative utilities are parties,
has been in effect since 1971. This Agreement provides for joint planning and operation of generating
and transmission facilities and also incorporates generating capacity reserve obligations and provisions
regarding the use of major transmission lines and payment for such use.

Substantially all planning, operation and dispatching of electric generating capacity for New
England is done on a regional basis under NEPOOL. At the time of the 1978-1979 NEPOOL winter
peak, the New England utilities had about 21,500 MW of installed capacity to meet the New England
peak load of about 14,956 MW,

The Company’s capability responsibility under NEPOOL involves carrying an allocated share
of a New England capacity requirement which is determined for each period based on certain regional
reliability criteria. It is expected that the Company’s capacity will be sufficient through its own
generating facilities, its participations and through purchases to meet it: NEi*OOL obligations in the
foreseeable future.
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Joint Projects.

The Company is a part owner with other New England electric utilities of four nuclear generating
companies. The Company owns a 7% interest in Yankee Atomic Eleetric Company, a 5% interest in
Conneeticut Yankee Atomic Power Company, a 5% interest in Maine Yankee Atomic Power Company
and a 4% interest in Vermont Yankee Nuclear Power Corporation, each of which owns an operating
nuclear generating plant with present net capabilinis of 175 MW, 575 MW, 781 MW and 528 MW,
respectively. The stockholders of each of the four nuclear generating companies are entitled to the
entire output of the plant in proportion to their respective ownerships, and are obligated to pay their
proportionate shares of the generating company’s operating expenses and return on invested capital.

The Company is participating on a tenaney-in-common basis with other New England utilities in
the ownership of five other generating units. One of thess Wyman Unit #4, a 600 MW oil-fired
generating unit in Maine in which the Company has a 3.1433% interest, commenced operation at
full capaeity in February, 1979; the other units are planned or under construction as follows:

Company Share
" Estimated Construction Cost(3)
Completion  Capacity Capacity Total Por
Tree @) W e GG Gy =
Seabrook #1 & #2 Nuclear 1983 & 1985 2,300 35.23497 <104 £1,0659 $1,315
(New Hampshire)
Pilgrim #2 Nuclear 1986 1,150 3.4700 399 653 1,712
{ Massachusetts)
Millstone #3 Nuclear 1986 1,150  3.8910 4.7 100.7 2253

(Connecticut)
(1) The completicn dates of the four nuclear units have been deferred from time to time and addi-
tional deferrals may occeur due to licensing delays, economie conditions and other factors.

Due to the time required for the construction of generating facilities and the completion of
licensing and regulatory proceedings relating thereto, substantial investments in the above units
will be required prior to the completion of licensing and regulatory proeceedings. There is no
assurance that all necessary approvals, permits o= licenses will be obtained, or if obtained, will
not he modified or revoked. See “Industry Problems”

(2) See “Problems Facing the Company” for information concerning the proposed reduction of the
Company’s interest in Seabrook to 35234979 and sale of the Compan,'s interest in Millstone
23 If the Company’s ownership interest in Seabrook should remain at 507, *he eapacity would
be 1,150 MW and the estimated total cost, $1,425,100,000.

Including the cost of the initial nuclear fuel and AFUDC on the estimated costs of unfinished
construct on not ineluded in the Company’s rate base. AFUDC was disecontinued on December 3,
1977 on the portion of unfinished construction included in rate base. For purposes of this table
such portion of unfinished construction has been excluded from rate hase effective May 7, 1979
and it has been assumed that AFUDC will be capitalized thereafter on all unfinished construe-
tion. See Note D to the Statement of Earnings for a discussion of AFUDC,
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Estimated construction expenditures for the jointly owned units used in ealculating the estimated
cost per KW are based upon information furnished by the utility responsible for the construc-
tion of such unit. The Company has been advised by each of the sporsoring utilities that con-
struction budgets are continuously under review in light of increased costs due to deferrals,
delays and other factors. The estimated expenditures and completion dates of the pnuclear units
may also be affected by the licensing and regulatory proceedings relating to each unit and to
nuclear power generally and may also be affected by events and conditions which cannot now
be predieted.

Seabrook Nuclear Project.

The Company is the lead owner of the Seabrook project now under construetion in Seabrook,
New Hampshire and has entered into contracts covering the purchase of equipment and services in
connection with the project. The project is planned to consist of two Westinghouse pressurized water
nuclear reactors utilizing ocean water for condenser cooling purposes. Other owners of the projeet
presently include The United Illuminating Company (“UI") (20% ), New England Power Company
(10% ) an’ 4 nur “er of other utilities with smaller participations. UI has made available for sale to
other utilities one-half of its 209% ownership interest in accordance with a reco imendation of the
Conneeticut Department of Business Regulation, Division of Publiec Utility Control contained in a
December, 1978 rate decision, however, the Ul offering has not been fully subscribed. See “Problems
Facing the Company” for information coneerning the proposed reduction of the Company's ownership
interest in the project.

The project has required numerous approvals and permits from various state and federal regu-
latory bodies consisting prineipally of a eertificate authorizing construetion of the plant (which ineor-
porates related state permits) from the New Hampshire Public Utilities Commission (“NHPUC”)
under New Hampshire's power plant siting law; approval of the once-through cool'ng system for the
project by the Environmental Protection Agency (“EPA”); and construction permits from the
Nuelear Regulatosy Commission (“NRC™). All of these approvals and permits have been obtained
and, exeept as described below, there are no appeals or proceedings relating thereto. Construction of
the project is continuing and, at September 30, 1979, Unit #1 and the portion of the project common
to both units were approximately 279 complete and Unit #2 was 5% complete.

The process of obtaining these approvals and permits has been long and complex, has been con-
sistently opposed by a number of intervening groups, has included demonstrations at the Seabrook
site, and has been plagued by lengthy delays which have resulted in greatly increased costs for
the project. Court appeals from these federal regulatory approvals have been decided in the Company’s
favor, but one appea! described below is still pending and further appeals are possible. The Company
is unable to predict what effect adverse legislative action, financing problems, work stoppages or
further administrative or court decisions relating to actions of regulatory agencies may have rn the
completion of the project, on the eost of the project or on the Company. See “Problems Facing the
Company” and “Construction Prograr. ”

NHPUC. The state siting proceedings began in 1972, involved lengthy hearings during 1972 and
1973 and culminated in issuance of the requisite certificate on January 29, 1974. A subsequent appeal
to the N.. Hampshire Supreme Court resulted in a remand for further findings but did not invali-
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date the certificate. The supplemental findings were issued an December 30, 1975; no further appeals
were taken, The certificate has recently been modified to refleet the extension of the cooling water
intake tunnel ordered by the EPA, transmission line relocations ordered by the NRC, and certain
other transmission line reloeations,

NRC. The NRC proecedings commenced with the docketing of the application for construction
permits on July 9, 1973. The hearings before an Atomic Safety and Licensing Board (the “Licensing
Board”), in which seven intervenors in opposition participated, consumed over sixty days during 1975
and 1976 and culminated on June 29, 1976 in the issuance by the Licensing Board of its Initial Dee:-
sion (one member d.aset 'ng), approving the issnanee of construction permits for the Seabrook projeet.
The NRC issued the permits on July 7, 1976, and construction commenced shortly thereafter but was
subsequently suspended in 1977 and 1978 for periods of seven months and three weeks, respectively,
as a result of administrative proceedings and court appeals.

The Initial Decision was affirmed by an NRC Atomic Safety and Licensing Appeal Board (the
“Appeal Board") (with one member dissenting) and by the NRC. The dissenting member of the
Appeal Board issued his dissenting opinion which relates to the seismic issue on August 3, 1979 and
the majority issued a supplemental opinion in response to the dissent on September 6, 1979. One
intervenor has filed a timely renewal of its petition for review of the seismic issue which is now pend-
ing before the NRAC,

There is presently pending before the United States Court of Appeals for the First Cireuit an
appeal by intervenors from a decision of the NRC challenging the NRC's refusal in 1976 to suspend
the Seabrook construction permits despite a court decision in litigation not involving the Company
which sot aside the NR(s rule with respeet to the environmental effects of reprocessing spent fuel and
disposing of nuelear waste. (Natural Resources Defense Couneil, Inc. v. NRC, D. C. Cir. Nos. 74-1385
and 74-1586, which was reversed and remanded by the United States Supreme Court on April 3, 1978
in Vermont Yankee Nuclear Power Corporation v. Natural Resources Defense Council, Inc., No.
76-419). Effective September 4, 1979, the NRC (one member dissenting) has promulgated its final
rule (which supersedes the interim rule in place since March, 1977) covering the environmental
impact of reprocessing spent fuel and disposing of nuclear waste. A petition for review of the final
rule is pending before the United States Court of Appeals for the Distriet of Columbia Cirenit (State
of New York v. NRC., D.C. Cir. Nos. 79-2110 and 79-2131). The Company believes that the environ-
mental effects of the fuel eyele, determiv ed in aceordance with the new rule, are too small to affect
the environmental cost-benefit evaluation of the projeet.

In March, 1979, after the Company announced its decision to reduce its ownership interest in
the Seabrook projeet, an intervenor filed a request with the NRC staff for issuance of a show cause
order as to why the construction permits should not be suspended or revoked because of the Company's
alleged lack of financial qualifications and lack of review of financial qualifications of the partiei-
paits whose ownership interests are proposed to be increased. On November 16, 1979 the NRC Diree-
tor of Nuclear Reactor Regulation issued a deeision denying the petition. On May 2, 1979 the same
intervenor filed a further request with the NRC staff for issuance of a show cause order as to why
the construction permits should not be suspended or revoked because of the NRC's failure to require
development of evaeuation plans beyond the low population zone and to evaluate the consequences of
certain types of accidents including the possibility of such evacuation. The Company cannot predict
when the staff will act on that request or what action it will take.

26



Before either of the Seabrook units can be put into operation, the Company must obtain the
requisite operating license from the NRC. The Company intends to file the necessary apj eations
therefor in mid-1981 well in advance of the projected in-service date for Unit #1; however, the
Company cannot predict the extent of the regulatory proceedings which will result or their outcome
See “Industry Problems

EPA. Under the Federal Water Pollution Control Aet, as amended, th- EPA has jurisdiction
over discharges from the ecooling system of the Seabrook plant In August, 1474, the Company applied
to EPA for approval of the one rough cooling svstem utilizing ocenn water. After adjudicatory
proceedings, a court appeal and a fu r heari resulting fror yurt remand, the EPA Adminis
trator August 4, ’ Mrmed Hrevious approvi he once-through eooling system and

that decision was affirmed by 1 nited States Court of Ap Is for the First Circuit on May 2, 1979

Other. The Company is also involved in proceedings or disputes concerning title to a portior
of the Seabrook site. the undergrounding of the Seabrook trazsmission lines and the use of the Com
pany’s water wells on the Seabrook site. The Company believes that none of these matters will have

a material adverse effect upon the Seabrook project

Insurance. The Federal Price-Anderson Act provides, an.ng other things, that the maximum

liability for damages resulting from a nuclear incident would be $560 million, to be provided by

surance and governmental sources. As required by NRC regulations, prior to operation of
the Seabrook project, the owners of the Seabrook project will insure against this exposure by pur
chasing the maximum available private insurance (presently $160 million2), the remainder to be cov-
ered by retrospective premium insurance and by an indemnity agreement with the NRC. Under
recent Iments to that Aect, owners of operating nuclear facilities may be assessed a retrospective
premium of to $5 million for each reactor owned in the event of any one nuclear incident oceur
ring at any reactor in the Unite] States, with a maximum assessment of $10 million per year per
reactor owned. As a part owner of other operating New England facilities (see “Joint Projects”

above), th mpany would be obligated to pay its proportionat are of ny such assessments, which

presently amounts to a maximum of $1,050,000 per incident. While it 18 not yet yossible to evaluate
the claims beiny asserted as a result of the TMI incident, the Company does not anticipate any assess

ments being lev »d under these provisions as a result of that incident

Regulation.

The Company, as to retail rates, security issues, and various other matiers, is subject to the
regulatory authority of the NHPUC. A management gadit report prepared by an independent
management consulting firm at the direction of the NHPUC released in Oectober, 1978, identified the
following management strengths: tight control of staff levels and employee compensation, sound finan-
cial planning, sound management of the Seabrook project, and a strong transmission and distribution
system planning and engineering funetion. According to the report, the more significant opportuni-
ties for improvement are in the following areas: the overburdening of top management, correction
of operating problems at Merrimack Station, fuel procurement and storage, and public relations. In
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addition to recommending expansion of the top management group by the creation of several new
executive positions, the report recommends reorganization and strengthening, of the fuel management
funetion, strengthening or *he publie . ffairs tu.-tion, and a comprehens ve review of Merrimack
Station operations. The Company acev wa most of the audit report recorimendations and is in the
process of implementine those recoms. ndations which were accepted. While the implementation
of any particular recor... ndation is not expected to have a material effect upen the Company’s opera-
tions, overall implementation is expected to improve the efficiency of the Company’s operations at an
annual cost of approximately $3,000,000.

As to properties.and business in Maine and Vermont, the Company is subject to the regulatory
withority of the Publie Utilities Commission of Maine (“MPUC") and the Vermont Publie Ser-
sice Bourd, respectively. Additionally, both the Connecticut Department of Business Regu'ation,
Division of Publie Utility Control and the Massachusetts Department of Public Utilities have limited
jurisdietion over the Company based on the Company’s ownership as a tenant-in-common of portions
of the Millstone #3 and Pilgrim #2 nuclear units. See “Joint Projects” above. The Company is
also subjeet, as to some phases of its business, including accounts, certain rates, and licensing of its
hvdro-eleetrie generating plants, to the jurisdiction of the Federal Energy Regulatory Commission
(“FERC") under the Federal Power Act. The various nuclear generating units in which the Com-
pany has an ownership interest are subject in their construetion and operation to the broad regulatory
jurisdi- tion of the NRC under the Atomic Energy Aect of 1954, particularly in regard to publie
heal*a, safety, environmental and antitrust matters. See also “Environmental Matters” below.

Rates — Yew Hampshire Retnil.

On May 25, 1978, the NHPUC granted the Company an increase in its New Hampshire retail
rates of approximately $30,000,000 on an annual basis based on a test year ending in April, 1977.
The order allowed the Company a return on common equity of 14%, an overall rate of return of
10.197%, and included in rate base CWIP associated with major generating facilities. The order of
the NHPUC was affirmed by the New Hampshire Supreme Court on May 17, 1979. The rates filed
with the NHPUC in April, 1977 were placed in effect on December 3, 1977 subject to refund; under
the NHPUC's May "7, 1978 order, no refunds were necessary. On May 17, 1979 the New Hampshire
Supreme Court decided that the Company had unlawfully applied the new higher rates to bills
rendercd = fter December 3, 1977 for service rendered before that date, and pursuant to an NHPUC
cvder ae Company has made refunds to its New Hampshire retail customers of approximately
$1,000,000

After passage of a New Hampshire statute prohibiting the inclusion of CWIP in rate base, the
NHPUC exeluded CWIP from the Company's rate base as of May 7, 1979. At the same time, the
NHPUC allowed the existing rates to remain in effeet, determining that the ‘ompany's rates could
not be changed without an investigation to establish new rates which would provide a just and reason-
able rate of return for the Company, and noted its preliminary conelusion that the exclusion of
CWIP by increasing the overall risk to investors justifies an overall rate of return to the Company
higher than that allowed in the 1978 proceeding. On intervenor application for rehearing, the
NHPUC, on December 11, 1979, refused to order immediate refunds based on the exclusion of
CWIP, but stated that intervenor rights with respeet to possible rebates would be preserved. On
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January 10, 1980, the intervenor appealed the NHPUC's decision to the New Hampshire Supreme
(‘ourt.

The Company filed with the NHPUC on August 31, 1979, a new tariff intended to establish new
permanent rates designed to generate revenues approximately $18.500,000 (about 8.4% ) on an annual
basis higher than those presently in effect. These rates would be based on a test year ending May 31,
1979 and in part on pro forma adjustments to reflect changes since that date, deletion of CWIP from
rate base, an increase in depreciation rates for distribution plant, normalization of the income tax
effect of liberalized depreciation with respect to property placed in service after 1970, and an 18%
return on common equity. The new tariff has been suspended for investigation, and evidentiary hear-
ings have begun.

On November 27, 1979, the Company filed a request with the NHPUC for an emergency sur-
charge designed to inerease annual revenues by approximately $11,970,000 (about 5.5% ) on an annual
basis above those currently received. This surcharge represents a portion of the 8.4% permanent
rate increase requested 'y the Company in August. On December 21, 1979, the NHPUC granted the
Company the full ameant of its requested inc-ease to take effcet under bond on December 28, 1979,
Applications for rehe . ring have been filed with the NHPUC by intervenors,

The Company his a fuel adjustment clause which is designed to recover, after a two months’ lag,
all fuel costs cbove ase, ineluding the energy portion of the cost of purchased power. A hearing and
prior approval by t e NHPUC is required with respect to each month’s fuel adjustment rate.

In January, 1U75, the NHPUC ordered an investigation incw the rate structures of the electrie
utilities under its jurisdietion. Hearings began in July, 1975 and continued from time to time through
1978. While the investigation has not been coneluded, the proceeding has involved only the proper
distribution of rates among the various customers and customer classes and not overall revenue re-
quirements. Pursuant to an interim order of the NHPUC issued in January, 1977, the Company
performed peak-load pricing rate experiments involving certain of its customers and reported the
results to the NHPUC.  Legislation w. s enacted in 1978 requiring the Company to offer time of day
and seasonal rates on an optional basis, and such rates have been made available to its residential
customers and have been filed for its other customers

Rates — Other.

Rates to the Company's wholesale-for-resale customers increasing revenues from these customers
by approximately $3,865,000 on an annual basis became effective as of April 11, 1976. On April 28,
1978, the Company filed new rates with FERC proposed by the Company to be effective on May
29, 1978 that would inercase revenue from the Company's wholesale-for-resale customers by approxi-
mately $2.400.000 or 7.7% on an annual basis based on a 1978 test year; the new rates went into effect
subjeet to refund on July 29, 1978, A settlement agreement in principle regarding these new rates
and several other matters pending before FERC is described below. The Company has also filed with
FERC a petition requesting the inclusion of CWIP in rate base. After trial of the CWIP issue, the
Administrative Law Judge issued an initial deecision on January 25, 1979, which authorized the
Company to inelude in rate base CWIP associated with major generating facilities and which allowed
the Company a return on common equity of 13%. That decision has been appealed to FERC. The
Company cannot place wholesale rates based on CWTP into effect unless and until FERC issues a final
favorable deecision on the CWIP issue.
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In another proceeding before FERC, the Company'’s right to collect through a surcharge approxi-
mately $1,850,000 of acerued but unbilled fuel clause revenue was coatested by certain wholesale-for-
resale customers, and FERC ruled against the surcharge and ordered the Company to refund approxi-
mately $1,622,000 with interest, the balance not having been billed. FERC's decision was affirmed by
the United States Court of Appeals for the Distriet of Columbia Cireuit, and the Company’s request
for Supreme Court review has been denied. The Company intends to amortize the after-tax cost of
this refund over the twelve-month period ended December 31, 1980. In another phase of the seme
proceeding, FERC has ordered a refund of the higher cost of spot-market purchases of coal by the
Company; the Company’s request for a rehearing on the order has been denied. The Company has
decided not to appeal the order and will make refunds at a later date estimated at approximately
$250,000 plus acerued interest,

On December 21, 1979, the Company filed with FERC new rates for its wholesale-for-resale cus-
tomers that would increase revenues from such customers by approximately $4,294,000, or 10.1%, on
an annual basis. The Company has proposed that the new rates be made effective in two steps parallel
to the steps the Company has taken to increase its retail rates in New Hampshire. The Company has
requested that the first step emergency increase of approximately $3,567,000, or 8.4%, be allowed to
hecome effective on January 22, 1980, after a one-day susvension. The Company has requested a
second step additicaal rate inerease of approximately $727,000 to be allowed to become eftective on
April 1, 1980, after a short suspension. FERC is empowered to suspend each proposed increase for
up to five months from the proposed effective date, and such increases will be subject to refund.

On January 11, 1980, the Company reached an agreement in principle with its wholesale-for-resale
custonmers which would settle several aspeets of the pending FERC proceedings deseribed above, With
respect to the rates currently being billed subject to refund, it was agreed that rates will be reduced
from their current level by $450,000 on an annual basis and that refunds retiroactive to July 29, 1978,
based on the agreed rate level will be made. The agreement, which is subjeet to FERC approval, also
provides that the refunds required by both the rate settlement and FERC's order relating to spot.
market purchases of coal deseribed above 'ill be deferred until the beginning of the Adjustment
Period for reduction in the Company’s ow ership interest in the Seabrook plant or January 1, 1981,
whichever is earlier. In addition, the wholesale-for-resale customers agreed not to oppose the Com-
pany’s request for prompt effectiveness on January 22, 1980, and April 1, 1980, subject to refund, of
the two-step inercase filed on December 21, 1979.

Rates essentially identical to those in effect in New Hampshire prior to December 3, 1977 were
placed in effeet in Vermoni on May 1, 1975, and in Maine on March 2, 1976. On an annual basis,
obout $65,000 of additional revenues results from the Vermont increase and approximately $592,000
resu'ts from the Maine increase. In its decision allowing the increase to become effective in Maine,
the MPUC commented on the disparity between the allow »d rates of the Company and those of Central
Maine Power Company / “MP), which serves adjacen® ter “itery at lower rates. The decision requested
the managements of the two companies to discuss the possibi'‘y of a transfer of the Company’s Maine
business to CMP and stated that in the future the MPUC might use CMP’s rates as a yardstick to
determine the reasonableness of the Company's rates. While preliminary discussions have been held
between the two managements, no conclusions have been reached concerning the desirability of such
a transfer. A complaint was filed with the MPUC in April, 1976, by two Maine municipalities and a
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number of their residents who are customers of the Company alleging that the Company’s rates are
unreasonable and discriminatory and requesting that the rates be reduced to a level no higher than
the rates of CMP Hearings began in December, 1976, and the proceeding is still pending. In 1978
the Company obtained from its Maine customers approximately 1.4% of its operating rev.nues.

On August 20, 1979, the Company filed with the MPUC a petition requesting a temporary rate
adjustment for its Maine customers which would increase revenues approximately 9% or $340,000
on an annual basis; this proceeding is pending. On October 31, 1979, the Company filed new rates
with the MPUC proposed by the Company to be effective on December 1, 1979 which would increase
revenues from the Company's Maine customers by approximately $1,000,000 or 27% on an annual basis
on a test year ending May 31, 1979, the new rates have been suspended pending investigation. The
requested 27% permanent inerease includes the requested 9% interim increase.

The Company and (ireen Mountain Power Corporation have agreed upon the sale of the Com-
pany’s retail business and properties in Vermont for approximately $727,000 (the price to be adjusted
to reflect changes occurring after fiscal 1978), subject to the receipt of necessary regulatory approvals.
Revenues from the Company's Vermont business in 1978 amounted to approximately $672,000, or about
0.25% of the Company’s operating revenues.

Fuel Supply.

For the twelve months ended October 31, 1979, the Company’s firm net output was derived ¢8%
from oil, 37% from eoal, 10% from nuclear, and 5% from hydro. As indicated above under “Power
Supply and Properties” and “New England Power Pool”, substantially all of New England’s genera-
tion and transmission systems, including those of the Company, are operated as if they were a single
sysiem.

0il. The New England electric utilities, including the Company, make greater use of fuel oil
for generation of power than those in any other region of the country. Most fuel oil supplies of the
New England utilities are derived from foreign sources and are subject to interference by foreign
governments and price increases. The Company hes a contract expiring on December 31, 1981 with
a supplier for fuel oil for the Company's two large oil-burning plants. The storage capacity for the
Company’s two large oil-burning plants is approximately 30 days operating at full load, and
inventory varies substantially depending upon oil shipments. During 1979, the av  .ge inventory
through December 15, 1979 was approximately 15 days operating at full load. The two small plants
have limited storage capacity. See “Environmental Matters” below.

Coal. Coal for the Company’s only coal-burning unit, the 456 MW Merrimack plant, is presently
being furnished from West Virginia sources under a contract which expires in April, 1983. The
contract generally provides that a 45-day supply of coal is to be maintained for the Company, that the
base price of the coal may be changed by the seller annually but the Company's disagreement with the
change will result in termination of the contract at the end of the year, aud that the price of the coal
is subjert to certain adjustments for changes in the seller’s costs. The Company’s policy is to maintain
a 60-day supply of coal on hand for the Merrimack plant; at December 8 1979, a 62-day supply was
on hand. The plant, with 119 MW and 337 MW units, presently requires a total of approximately
1,000,000 tons of coal per year. Future annual tonnage requirements of the Company may be more
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or less than that figure depending upon a number of variables including particularly the relative cost
and availability of coal and other fuels and possible conversion of units presently burning 0il. See
“Environmental Matters” below.

The Company’s approximate iverage costs of oil and coal for 1973 through October 31, 1979 were
as follows:

Oil Per Oil Per Coal Per _Co.l Per S;otc.;:iu

Barrel Million BTU Ton Million BTY er Ton
1973 $ 375 $0.61 $13.78 $0.51 ®
1974 11.32 1.83 21.97 0.82 $40.67
1975 11.49 1.88 32.55 1.24 37.50
1976 10.95 1.77 34.33 1.256 35.27
1977 12.97 209 35.54 1.31 e
1978 12.13 1.95 39.09 1.47 38.54
1979 (through Oectober 31) 15.27 245 428 1.53 i

*No spot purchases by the Company during the period.

Nuclear. The cycle of production of nuclear fuel consists of (1) the mining and milling of
uranium ore, (2) the conversion of uranium concentrate to uranium hexafluoride, (3) the enrichment
of the uranium hexafluoride, (4) the fabrication of fuel assemblies and (5) the reprcecssing, storage,
or disposal of spent fuel.

With respect to the Seabrook units, the Company has long-term contracts for enrichment. The
Company also has contracts for conversion services and for the fabrication of the initial cores and six
reload regions (each region consisting of one-third of a complete core). These contracts are expected
to meet the Company's requirements for fuel eycle services as follows: enrichment through 2008,
conversion through 1987, and fabrication through 1986,

The Company has contracted for all of the uranium concentrates required to commence operation
of the Seabrook units and is actively secking additional sources thereof, which it expects will be avail-
able when needed. The Company has no contractual arrangements for reprocessing of spent fuel and
there are no reprocessing facilities currently operating in the United States; President Carter has
stated the position of his Administration to be that the United States should defer indefinitely com-
mercial reprocessing and the recyeling of spent nuclear fuel. If such services are not available when
required for the Seabrook units, the spent fuel can be stored pendi: reprocessing or disposal.
Although the cuat of such storage is not known at the present time, it is anticipated that such cost
would be substantial. The Company cannot predict at this time what diffieulties will be encountered
regarding disposal of nuclear wastes. The NRC, along with other federal agencies, is in the process
of developing regulations and guidelines in this area. The Company expects to develop plans for the
disposal of its nuclear wastes after promulgation of these regulations and such plans will be subject to
regulatory approvals.

The (ompany has been advised by the companies operating, planning or constructing the other
nuclear generating stations in which the Company has an interest that they have contracted for certain
segments of the nuclear fuel production eycle through various dates. The Company has further been
advised by the sponsors of the four sperating nuclear generating stations that they have or will have
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storage capacity to meet the spent fuel storage needs of the units through various dates raging from
1985 to the late 1990’s. Contracts for other segments of the fuel eycle will be required in the future,
and their availability, prices and terms cannot p ,w be predicted.

National Energy Policy.

A national energy act was recently enacted dealing with coal conversion, gas deregulation, energy
conservation, energy taxes and utility rate regulation; the effect of this act on the Company, including
its rates and fuel supply, cannot be predicted at this time.

Environmental Matters.

The Company is subject to regulation with regard to air and water quality, and may be subject
to regulation with regard to other environmental considerations, by various federal, state and local
suthorities. The Company cannot forecast the effect of all such regulations upon its generating, trans-
mission and other facilities, or .« operations.

The application of federal, state and local standards to protect the environment, including but not
limited to those hereinafter described, involves or may involve review, certification or issuance of
permits by various federal, state and local authorities. Such standards, particularly in regard to
emissions into the air and water, thermal mixing zones and water temperature variations, may halt,
limit or prevent operations, or prevent or substantially increase the cost of construction and operation
of installations and may require substantial investments in new equipment at existing installations.
They may also require substantial investmen's above the figures stated under “Construction Program”
for proposed new projects.

Air Quality Control. Pursuant to the Federal Clean Air Act of 1970, as amended, the State of
New Hampshire acting through the New Hampshire Air Resources Commission (“ARC”) has
adopted regulations containing standards limiting emissions of particulates, sulphur oxides and
nitrogen oxides, which are generally designed to achieve and maintain Federal primary ambient air
quality standards. The Company believes that its f~=.il fuel generating units are being operated in
compliance with ARC's regulations.

Pursuant to the 1977 amendments to .he Clean Air Act, ARC has proposed lists showirg
those areas of New Hampshire which have ittained or f led to attain national amiient air quality
standards, and revised the State implements tion plan, which the EPA has conditionally accepted. It
does not appear that the revised State imple nentation plan will require the Company either to modify
operations at any of its fossil fuel genera ing plants or expend funds for additional air pollution
control equipment.

While coal now available and expected to be available in the future for th- Company’s Merrimack
Station presently meets all applicable requirements, if more stringent requirements become effective
which could not be met by suck coal, the Company might have to install sulphur removal equipment at
substantial capital cost or take such other actions as may be required by regulatory authorities. The
installation of such equipment would increase operating costs and reduce the net capability of the units.

In July, 1979, the NHPUC instituted an investigation to determine whether any of the five
Schiller Station units should be converted from br-ning oil to burning natural gas or coal. Hearings
have been held at which the Company has e pres.d its willingness to proceed - ** conversion to coal



provided certain environmental and economie questions are satisfactorily resolved, but the Company
has requested the NHPUC to suspend further consideration of the matter pending developments in the
fede=al proceedings described below. The Econcmic Regulatory Administration of the United States
Department of Energy (“DOE”) on November 19, 1979, issued a notice of proposed prohibition or-
ders under the Fuel Use Act of 1978 prohibiting three 50 MW units of the five units at the Company’s
Schiller Station from burning oil or natural gas as their primary fuel. It is expected that DOE will,
following expiration of certain comment periods and public hearings, issue its order prohibiting the
burning of oil or natural gas and thereby requiring conversion of the three units to the burning of coal.
Such conversions would require substantial expenditures and reduce the capability of the units
affected; no amounts for such expenditures have been included in the construction budget described
above under “Construetion Program”.

Water Quality Control. The Company has received from EPA, or from the Maine Department
of Environmental Protection in the case of cne generating station located in the State of Maine, all
permits required under the Federal Water Pollution Control Act, as amended, for discharges of
thermal and other effuents from its generating stations. Such permits have varying expiration
dates and the Company has made and expeets to make timely applications for renewal. The EPA
issued efffuent limitations guidelines for steam electric power plants based on application of the best
practicable control technology (to be met by July 1, 1977) and of the best available technology eco-
nomically achievable (to be met by July 1, 1984), and alternate effluent standards with respect to
thermal discharges from steam electric power plants. The guidelines and standards impose rigorous
limitations upon the industry. An industry group filed an appeal in a Federal Court of Appeals
challenging the guidelines and standards, and the Court of Appeals remanded the guidelines and
standards to the EPA for reconsideration of certain of them The Company is in compliance with the
July 1, 1977 guidelines.

The discharge peruiit for the Company’s Newington plant contains conditions requiring installa-
t.on of some type of closed-cyele condenser cooling system if an exemption is not obtained. The Com-
pany has been studying the effects of the plant’s operation on the aquatie environment of the Pisca-
taqua River and will apply to EPA for an exemption to permit continuation of the present once-
through cooling. While it cannot be known what action EPA will take on such application when filed,
the Company believes that the results of its studies will support the granting of such exemption. If
the Company should be unable to obtain such requested exemption, it would have to make substantial
capital expenditures to install the closed-cycle condenser cooling system.

The Company has 2n ongoing requiremen! in the discharge p~rmit for its Merrimack plant to
monitor the effect of the plant's operation on the Merrimack River. The Company has thus far been
able to show as required by the permit that the plant’s present once-through cooling system does not
interfere with resident fish in the affected portion of the Merrimack River. The permit requires that
additional biological studies be performed by the Company at such time as significant numbers of
migratory fish are restored to the Merrimack River fur the purpose of showing as required by the
permit that the present cooling system does not interfere with migratory fish.

The Company’s consiruction and operation of the Seabrook plant, including environmental con-
siderations, is subjeet to regulation by the NRC and the EPA. See “Seabrook Nuclear Project” above.

Other Environmental Ezpenditures. The Company’s capital expenditures for environmental
protection facilities amounted to approximately $8.630,000 for 1978, the major portion of which was
for facilities to reduce the thermal effect of the discharge of the Seabrook plant condenser cooling
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systems, with $250,000 for the control of water pollution at other Company facilities, and approxi-
mately $13,600,000 during 1979.

For the years 1980 and 1981 and for the years 1982-1983, there will be approximately $10,000,000,
$8 550,000 and $1,950,000, respectively, of further expenditures for these pollution control facilities.
The foregoing amounts are included in the construction expenditures set forth under the captions
“1980" and “Unadjusted 1981.1985" in the table under “Construction Program.” Any expenditures
associated with the conversion st the Schiller Station referred to above would be in addition to these
amounts.

Employees, Salaries and Wages.

The Company has approximately 1,730 employees, of whom 35% are represented by unions with
which the Company has contracts. Such contracts became effective June 1, 1979, and will expire on
July 31, 1981, The contracts reflect a 7.50c general wage inerease effective June 3, 1979 and an addi-
tional 7.99 increase efective June 1, 1980. Increases comparable to the June 3, 1979 increase to
union-represented employees have been and will be granted to non-represented employees.

Voluntary Wag> and Price Guidelines.

The Company is subject to the voluntary Wage and Price Standards of the Federal Council on
Wage and Price Stability. The guidelines, now in the second program year, provide that annual
inereases of wage and benefit payments should not exceed 7%, basically the same pay standards which
applied the first program year, and that price increases during 1979-1980 can be no greater than the
base period (1976-1977) price change or 199, whichever is less. The regulatory agencies are asked to
assure compliance to the fullest extent possible. The Company is unable to predict what effect these
standards will have upon its operations in the future.

Municipalities and Cooperatives.

New Hampshire law permits municipalities o engage in the _roduction and sale of eleetricity,
including the power to condemn the plant and y operty of any existing public utility whicb is located
in the municipality. Under legislation enacted m 1975, intended primarily to enable all electric sys-
tems (including municipalities) to participate in regional bulk power supply projects, New Hamp-
shire municipalities now have broader powers with respect to contracting and extra-territorial activity,
as well as the power to finance through the issuance of revenue bonds the ownership of new generating
units of at least 25 MW and new transmission facilities of at least 69 KV. The City of Berlin took
preliminary action in 1969 and 1970 authorizing the City to engage in the production, distribution and
sale of electricity, but the matter has not been finally determined. The Company's revenues from sales
in the City of Berlin in 1978 were about $6,220,000 including revenues of about $3,229,000 from a
gingle large industrial customer. If the City of Berlin were to acquire ownership of the Company’s
property, the Company would be entitled to compensation for the fair value of its property and any
severance damages. No other municipality served at retail by the Company is, so far as is known to
the Company, taking steps to engage in such business.

New Hampshire Electric Cooperative, Inc., a cooperative association financed by the Rural Elec-
trification Administration, as well as five small municipal electric utilities, operate in areas adjacent to
areas served by the Company. The Cooperative purchases most of its electricity frem the Company
and is subjeet to regulation by the NHPUC as a public utility. The Cooperative has agreed to pur-
chase a 2.17391% interest in the Seabrook plant. See “Problems Facing the Company”.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
PusLic Service CoMPANY oF NEw HAMPSHIRE

We have examined the balance sheet of Public Service Company of New Hampshire as of Decem-
ber 31, 1978 and the related statements of earnings, retained earnings, other paid-in capital and
changes in financial position for each of the five years in the period then ended. Our examinations
were made in accordance with generally accepted auditing standards, and accordingly included such
tests of the accounting records and such other auditing procedures as we considered necessary in the
circumstances,

In our opinion, the aforementioned financial statements present fairly the financial position of
Public Service Company of New Hampshire at December 31, 1978 and the results of its operations
and the changes in its financial position for each of the five years in the period then ended, in con-
formity with generally accepted aceounting principles applied on & consistent basis.

Peat, Marwick, MircaerL & Co.

Boston, Massachusetts
February 16, 1979, except as to Note 8,
which is as of March 5, 1979



PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE

BALANCE SHEET

ASSETS
October 31, December 31,
1979 1978
(Unaudited)
(Thousands of Dollars)
Utility Plant, at Original Cost (Note 1):
Electric Plant $5619,737 $507,711
Less Accumulated Provision for Depreciation 146,723 134,373
373,014 373,338
Unfinished Construction (Principally Nuclear Generating Projects)
(Note 8) 484,626 346,382
Net Utility Plant 857,640 719,720
Investments (Note 1):
Nuclear Generating Companies 9,622 9,529
Real Estate Subsidiary 3,951 4,472
Other, at Cost 184 184
Total Investments 13,757 14,185
Current Assets:
Cash (Note 3) 2,259 1,879
Temporary Cash Investments, at Cost Approximating Market 1,500 —
Accounts Receivable 27,731 27,588
Unbilled Revenue, Estimated (Note 1) 21,624 18,057
Fuel, Materials and Supplies, at Cost 27,321 20,743
Prepayments 5717 3,330
Total Current Assets 81,012 71,597
Other Assets:
Miscellaneous Properties 251 314
Deferred Debits 8,312 5,359
Unamortized Debt Expense 963 926
Total Other Assets 9,526 6,599
$961,935 $812,101

See accompanying Notes to Financial Statements.
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE

BALANCE SHEET

CAPITALIZATION AND LIABILITIES
October 31, December 31,

Capitalization: 1979 1978
Common Stock Equity: (Unaudited )

. (Thousands of Dollars)
Common Stock — $5 Par Value (Note 4)
Authorized: 15,000,000 Shares
Outstanding: 13,932,209 Shares (1978 — 9,786,969, $ 69,661 $ 48,935
Other Paid-In Capital 166,202 108,232
Retained Earnings (Note 6) 69,337 71,140
Total Common Stock Equity 305,200 228,307
Preferred Stock (Note 4) 52,643 53,562
Preferred Stock — Redeemable (Note 5) 60,000 30,000
Long-Term Debt — Net (Note 7) 319,813 287,252
Total Tapitalization 737,556 599,121
Current Liabilitie.
Notes Payable — Banks (Note 3) 73,100 85,325
Long-Term Debt to be Retired Within One Year (Note 7) 27,096 5,231
Accounts Payable (Note 3) 45,747 68,035
Dividends Payable 9,806 -
Accrued Taxes 4,423 12,349
Accrued Interest 6,019 6,215
Other 1,749 1,145
Total Current Liabilities 167,940 178,300
Deferred Credits: 2T
A .cumulated Deferred Investment Tax Credits (Note 1) 28,081 12,488
Accumulated Deferred Taxes on Income (Note 1) 27,873 21,716
Other 485 476
Total Deferred Credits 56,439 34,680
Commitments and Contingencies (Note 8)
$961,935 $812,101
_ e

See accompanying Notes to Financial Statements.



PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE

STATEMENT OF RETAINED EARNINGS

Balance at Beginning of Period
Net Income

Deduect :
Dividends Deeclared :

Preferred Stock, at Required
Annual Rates

Common Stock
Total Dividends
Balance at End of Period (Note 8)

Ten Months
...".1“:;. Year Ended December 31,
19 1978 1977 197% 197% 1974
TUnsvdited)  (Thousands of Dollars) = "
$ 71,140 858725 856,084  $51,936  $45,070 940,613
33,407 36,507 21,722 20,995 20,808 16,300
104,547 95,202 77,808 72,931 85,878 56,913
7,966 6,394 4,925 4,954 3,418 3,379
27,244 17,608 14,156 11,993 10,526 8,464
T35210 24082 19,081 16,847 13,042 11,543
$ 69,337 $71,140 858,725 $56,084 $51,938 $45,070

STATEMENT OF OTHER PAIDJIN CAPITAL

Balance at Beginning of Period

Excess of Proceeds over the Par Value on

the lssuance of Common Stock:
Sold — 1,650,000 Shares in

1974,

1,000,000 Shares in 1976, 1,200,000
Shares in 1977, 1,321,284 Shares in

1978 and 4,100,736 Shares in 1979

Conversions — 5.509% Convertible Pre-
ferred Stock, 3,632 Shares in 1974,
97,545 Shares in 1975, 35,000 Shares

in 1076, 37,092 Shares in

1977,

21,171 Shares in 1978 and 44,504

Shares in 1979
Preferred Stock I[ssuance Expenses
Balance at End of Period

Ten Months
Ended Year Ended December 31,
October 31,
1979 1978 1977 1976 1975 1974
(Unaudited) (Thousands of Dollars)
$108,232 $ 90,409 $70,821 $54,411 $53,102 $38,348
58,449 17,461 18,961 15,781 (24) 14,665
796 751 739 2,081 =9
(1,275) (45) (124) (110) (728) -
$166,202 $108,232 $u0,409 $70,821 $54,411 $33,102
1 P B — p————— —

See accompanying Notes to Financial Statements.
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PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE

STATEMENT OF CHANGES IN FINANCIAL POSITION

Fried
", Year Ended Decomber 31,
1979 1978 1977 1976 1975 1974
(Unaudited) (Thousands of Dollars)

Bource of Funds
From Operations:
Net Income $ 30,708 $ 36,507 $ 21,722 $ 20,005 $ 20,808 $ 16,300
Principa] Non Cush Charges
(Credits) to Income:

Depreciation 15,369 14,752 14,117 13,791 13,522 11,62¢
Allowsnce for Equity Funds

Used During Consiruction (13,801, (7,828) (6,093) (8,205) (1,573) (1,785)
Deferred Taxes and Investment

Credit Adjustments 23,075 7,024 5,610 2517 6,400 4,136

Total from Operations 64,551 50,455 35,358 34,008 39,157

From Outsile Bources:
Bale of Long Term Bonds and

Notes 60,000 60,000 25,000 15,000 22,300 45,000
Bale of Preferred Btock 30,000 - 18,000 — 15,000 —
Bale of Common Stock 79,579 24,309 25,002 20,870 -_ 23,022
Change in Bhort-Term Borrowing 10475 30,212 55,113 — (28,400) (20,880)
Advance Paymente from Joint

Project Participants 10,628 — _ —_ — -

Total from Outside Sources 1900 652 114,521 123,205 35,870 8,600 47,142
Decrease in Working Capital — 33,510 — 44,030 8,100 —
Total $064,003 $108,456 $168,561 $114,007 § 55157 $ 77,417
P p——————d p——— —_— ]

Application of Funds:
Property Additions $210,836 $173,539 $114,310 $ 70,252 $ 38,313 § 46926
Allowance for Equity Funds Used

During Coustruction (13,601) (7,828) (6,093) (8,205) (1,573) (1,785)
Dividends 35,210 24,092 19,081 16,547 13,942 11,843
Reduetion of Long Term Debt 2,758 5,047 9,271 20,517 947 882
Increase in Working Capital 23,766 - 20,378 - - 19,528
Other Applications — Net 5,264 2,736 1,614 1,496 1,528 23
Total 084,258 §108 458 $158,581 $114,007 55,057 V47
= == e === == ==

Tucrease (Decrease) in Working Capi-
tal Other Than Short Term Debt:

Cash and Cash Investments $ 1,167 $ (3,050) § (#42) § (2467 $ 1370 $ 1,625

Receivables 5,334 5,506 2,105 (1,157, (3,414) 10,481
Inventories 8,171 3,707 (8,020) 2,564 3,896 6,814

Leng Term Debt to be Retired
thin One Year 1,7 3,397 20,332 (28,011) 95 25
Accounts Payable (4,024) (33,125) (1,520) (13,338) (6,344) (5,083)

Drividends Payable (3,038) —_ s - B =

Acerued Taxes 10,867 (11,470) 3,090 (1,054) (2,220) (270)
Other 3,518 1,435 (257) (576) 1,117 5,906

Total Increase (Decrease) In

Wor Capital  Other
Than Short-Term Debt § 23,766 $(33,510) 8 20,378 $(44,039) 8 (5200) & 19528
= —_—— — —_— e £

See accompanying Notes to Financial Statements.
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NOTES TO FINANCIAL STATEMENTS
(Information related to periods subsequent to December 31, 1978 is unaudited)

1. SuMMary oF AccoUNTING PoLiciEs

Regulations and Operations: The Company is subject, as to rates, accounting and other matters,
to the reguletory authority of the New Hampshire Publie Utilities Commission (NHPUC), the Federal
Energy Regulatory Commission (FERC) and, to a lesser extent, the public utilities commissions in
other New England states where the Company does business.

Investments: The Company follows the equity method of accounting for its investments in
nuclear generating companies and in its wholly-owned real estat- subsidiary. The Company's invest-
ment in this subsidiary is principally in the form of advances. The Cempany’s investments in

nuclear generating companies are:
October 31,  December 31,
1979 1978

Company Percent
(Thousands of Dollars)
Yankee Atomic Electric Company 7% $1,480 $1,443
Connecticut Yankee Atomic Power Company 5% 2,435 2,335
Maine Yankee Atomic Power Company 5% 3,372 3,427
Vermont Yankee Nuclear Power Corporation 4% 2,335 2,324
‘9,6& ”'529
_ —

In the case of each of the nuclear generating companies, pursuant to provisions of purchased
power contracts which are regulated by the FERC, the Compavry is entitled to its ownership percent
of total plant output and is obligated to pay a similar share of each company’s operating expenses and
return on invested capital. Approximately 10.9% and 10.5% of the Company’s total energy require-
ments were furnished by these companies in 1978 and 1977, respectively.

Utility Plant: Provision for depreciation of utility plant is computed on a straight line method
at rates based on estimated service lives and salvage values of the several classes of property. The
depreciation provisions were equivalent to overall effective rates ranging from 3.11% to 3.19% of
depreciable property for the five years ended December 31, 1978. The rate for 1978 was 3.19%.

Maintenance and repairs of property are charged to maintenance expense. Replacements and
betterments are charged to utility plant. At the time properties are retired, the cost of property
retired plus costs of removal less salvize are charged to the accumulated provision for depreciation.

Operating Revenues: Revenues are based on billing rates authorized by applicable federal and
state regulatory commissions which are applied to customers’ consumption of eiectricity. The Com-
pany records estimated unbilled revenue, including amounts to be billed under a retail fuel adjust-
ment clause, at the end of accounting periods.

Income Tares: The tax effect of differences between pretax income in the financial statements
and income subject to tax, which are the result of timing differences, are accounted for as preseribed
by and in accordance with the ratemaking policies of the NHPUC. Accordingly, provisions for de-
ferred income taxes are recognized only for specified timing differences. Tax reductions attributable
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NOTES TO FINANCIAL STATEMENTS — Continued
(Information related to periods subsequent 1o December 31, 1978 is unaudited)

1. SumMmary or AcCOUNTING Pouicms — Continuved
to other timing differences are flowed through to net income as reductions of income tax expense. See
Note 2.

Investment tax credits earned are deferred and amortized to income over the lives of the related

properties,
Allowance for Funds Used During Construction: Allowance for funds used during ~onstruc-
tion is the estimated cost, during the period of construction, of equity funds and borrowec i1 8 used

for construction purposes which are not recovered from customers through revenues. See Note D to
Statement of Earnings.

Pension Plan: The Company has & non-contributory pension plan covering all full-time em-
ployees who have met & minimum service requirement. The Company's policy is to fund current
pension costs accrued. Pension plan costs were as follows: 1974 — $1,320,000, 1975 — $1,650,000, 1976
— $1,850,400, 1977 — $2,112,000, 1978 — $2 400,000 and the twelve months ended October 31, 1979 —
$2,744,000. At December 31, 1978, vested benefits under the plan exceeded the market value of the
plan’s assets by approximately $5,296,000. At that date, the total unfunded past service liability was
approximately $4,943,000.

Earnings Per Share: Earnings per share are based on the average number of common shares
outstanding, after recognition of preferred dividend requirements.

2. Income Taxes
The components of income tax expense are as follows:

Twelve Months
W’l' Year Ended Decamber 31,
— - - — o -
Federal: o
Operating Income $(10,379)* $10,166 $ 1,207 $ 5,815 $ 2,038 $(1,342)
Other Income and Deductions 202 (46) (113) (98) 150 (2,333)
(10,078) 10,120 1,184 5,719 2,197 (3,675)
Btate, Included in Operating Income 2,680 2,468 1,492 1,407 1,480 987
Total Current Income Taxes (7,389) 12,588 2,676 7,126 3,677 (2,888)
Deferred Foderal:
Opersting Income 7,746 5,527 3,882 1,709 2,183 3,754
Other Income and D-ductions 3 (8) — L] 2 ]
Batieal it 7,749 5,519 3,882 1,715 2,185 3,833
Operating Income 199 93 3 (37) 60 278
Total Deferred Income Taxzes 7,048 5612 8,885 1,678 2,245 4,111
Investment 1ax Credit Adjustment 16,173 1,412 1,725 839 4,155 25
Total Income Taxes $ 16,732 $19,612 $ 5286 $ 9,643 $10,077 $ 1,448
— p—————— —_

’During 1979, the Company made elections under certain provisions of the Internal Revenue Code
which resulted in the availability of approximately $9,500,000 of additional investment tax credits
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NOTES TO FINANCIAL STATEMENTS — Continued
(Information related to periods subsequent to December 31, 1978 is unaudited)

2. Ixcomg Taxes — Continued

for 1978 and prior vears. Approximately $1,100,000 of such amount relates to a recently formed
stock ownership plan for Company employees which does not affect net income but does result in
additional funds for the Company from issuance of additional shares of the Company's eommon
stock. The remaining $8,400,000 does not affect net income but has reduced the amount of income
taxes paid by the Company for 1978 by approximately $6,900,000 and resulted in a ciaim for refund
of taxes paid in years prior to 1978 of approximately $1,500,000.

The Company estimates that investment tax credits of approximately $18,700,000 will be gen-
erated for 1979. There are limitations on the amounts of such eredits which can be used, however,
and based on these limitations the Company estimates that approximately $9,700,000 of the credits
will be recognized for financial statement purposes. The Company estimates that only $4,600,000
of such eredits will be used for income tax purposes in 1979 with the balance available for use on
subsequent years’ returns through 1986

In accordance with the requirements of the NHPUC, provisions for deferred income taxes are
recognized only for the following timing differences:

Twelve Months
Ended Year Ended December 31,
Octuber 31, firec 5
1979 1978 977 1976 1975 194
(Thousands of Dollars)
A portion of Depreciation and Amortization of
Plaat Facilities® $ 855 $ 5568 $ 805 $ S15 § 048 $ 904
Accrued and Unbilled Fuel Adjustment
Charges 2,149 1,049 36 (417) 669 3,128
The luterest Component of Allowance for
Funds Used During Construction (See I'ute
D to Statement of Earnings) 5,641 3,713 2,054 1,274 626 —
Investment Tax Credit Used to Beduce Deferred
Taxes (3,700) — - - — -
Other 3 (%) — 6 2 79
$ 7,048 $5,612 $3,555 $1,678 $2,245 $4,111
=== P

*Current income tax reductions attributable to (1) the tax depreciation permitted under the Class
Life ADR System of the 1971 Revenue Act in excess of the tax depreciation permitted under the
Guideline Lives provisions of the 1969 Revenue Act and (2) the amortization of certain pollution
control facilities over five year periods.



NOTES TO FINANCIAL STATEMENTS — Continued
(Information related to periods subsequent t¢ December 31, 1978 is unaudited )

2. Income Taxes — Continued
The principal reasons for the difference between the total tax expense and the amount calculated
by applying the Federal income tax rate to income before tax are as follows:

Tweive Months
Ended Year Ended December 31,
October 31, g ==
1979 1978 1877 1976 1975 1974
(Thousands of Dollars)
Income Befcre Income Tax $56,440 $56,119 $30,008 $30,638 $30,885 $17,748
Federal Btatutory Rate (1979 Approx.) 46.347% 457 45% 48% 45% 489
Expected Tax Expense 26,158 26,937 14,404 14,706 14,825 8,519
Increases (RBeductions) in Taxes Resulting
from:
Interest and Ovzrhead Charged to Con
struction aud Expensed for Tax Pur-
poses (7,281) (4,544) (3,377) (1,859) (979, (2,109)
Excess of Tax Over Book Depreciation (1,716) (2,265) (2,318) (2,773) (3,019) (3,924)
State Taxes Net of Federsl Income
Tax Benefits 1,550 1,332 77 712 800 658
Unbilled Revenues (577) (629) (2u0) (181) (457) (501)
Other Deductions, each less than 5%
of Expected Tax Expense (1,402) (1,219) (1,000) (962) (1,0903) (1,195)
Total Income Taxes $16,732 $19612 $ 5,256 $ 0,643 810,077 $ 1448

3. COMPENSATING i>ALANCES AND SHORT-TERM BORROWINGS

The Company uses borrowings from banks as an interim method of financing construction of new
facilities. At December 31, 1978, the Company had a revolving credit agreement which permitted the
Company to borrow up to $95,000,000 through April 30, 1979 and also had line of credit agreements
which aggregated $5,350,000. See “Problems Facing the Company — Immediate Financing Program”
for information coneerning an extension of and increase in the revolving credit agreement. The
Company pays commitment fees on the revolving credit agreement and maintains compensating
balances for certain line of credit agreements. The effective cost of borrowing under the revolving
credit agreement, including fees and assuming the available credit is fully utilized, is 116% of the
pri.e interest rate of a specified bank. Compensating balances amounted to $305,000 at December
31, 1978 and October 31, 1979.

The average interest rate on short-term borrowings at December 31, 1978 and October 31, 1979 was
12.64% and 16.14%, respectively. During 1978, maximum short-term borrowings were $88,112,500;
the average amount outstanding (based on month-end balances) was $66,911,458; and the weighted
average interest rate was 11.365% computed with commitment fees included in interest expense. Dur-
ing the twelve months ended October 31, 1979, maximum short-term borrowings were $114,100,000;
the average amount outstanding was $83,052,083, and the weighted average interest rate was 14.32%.

At December 31, 1978, accounts payable included deferred payments to vendors of approximately
$7,500,000. Such deferrals, with interest, were paid in January, 1979. At October 31, 1979, accounts
payable included advance payments aggregating $10,600,000 from other Seabrook participants against
their present ownership interests in the project. These advances were to be credited againsi amounts
payable by such participants commencing in January, 1980, and are secured by the Company’s
inierest in nuclear fuel for the Seabrook project.
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NOTES TO FINANCIAL STATEMENTS — Continued
(Information related to periods subsequent to December 31, 1978 is unaudited)

4. PREFERRED STOCK

The Articles of Agreement authorize the Company to issue 1,350,000 shares of Preferred Stock,
$100 Par Value and 5,000,000 shares of Preferred Stock, $25 Par Value. The dividends of all series
outstanding are cumulative,

Preferred Stock outstanding is as follows:
October 31, December 31,
1979 1978

Dividend Par Value  Shares Outstanding
( Thousands of Dollars

3.35% $100 102,000 $10,200 $10,200
4.50% $100 75,000 7,500 7,500
5.50% $100 48,432 (1978—58,622) 4,843 5,862
7.92% $100 150,000 15,000 15,000
11.00% $ 25 600,000 15,(1_)_.0 15,000
Total Preferred Stock $52,543 $53,562

During the five years and ten months ended October 31, 1979, the Compnny—inued (in October
1975) $15,000,000, 11% Dividend Series Preferred Stock.

General redemption prices of preferred stocks are: 3.35% Series $100.00, 4.50% Series $102.00,
5.50% Series $100.00, 7.92% Series $105.94 and 11% Series $27.75.

At October 31, 1972 there were reserved for issuance upon conversion of the 48,432 shares of
Convertible Preferred Stock, 5.50% Dividend Series, 214,585 shares of Common Stock based upon the
conversion price of $22.57 per share (the Convertible Preferred Stock being taken at its par value of
#100 per share).

5.  PREFERRED STOCK — REDEEMABLE

Redeemable Preferred Stock outstanding is as follows:
October 31, Decrr:;‘ 31,

Dividend Par Value Shares Outstanding 1979
(Thousands of Dollars)
7.64% $100 120,000 $12,000 $12,000
9.00% $100 180,000 18,000 18,000
11.24% $ 25 1,200,000 (1978-—None) 30,000 —
Total Preferred Stock — Redeemable $60,000 $30,000

Redeemable preferred stocks issued during the five years and ten months ended October 31, 1979
were $18,000,000, 9% Dividend Series in October 1977 and $30,000,000, 11.24% Dividend Series in
May, 1979,

Sinking Fund provisions require the Company to redevm all shares at par on the basis of 4,800
shares annually beginning in 1984 for the 7.649% series, 10,800 shares annually beginning in 1982 for
the 9% series and 60,000 shares annually beginning in 1985 for the 11.24% series. The annual
Sinking Fund requirements are as follows: 1979 th~ugh 1981 — none, 1982 — $1,080,000, 1983 —
$1,080,000 and 1984 — $1,560,000. Subject to certain refunding limitations, Redeemable Preferred
Stocks are redeemable for other than Sinking Funds at redemption prices of $106.12, $109.00 and
$27 81 for the 7.64%, 9.00% and 11.24% series, respectively.



NOTES TO FINANCIAL STATEMENTS — Continued
(Information related to periods subsequent to December 31, 1978 is unaudited)

6. Divipexp RESTRICTION

Pursuant to terms of the General and Refunding Mortgage Indenture, dividends may not be paid

on the Common Stock in excess of Net Income accumulated after January 1, 1978 le

ss the aggregate

amount of all dividends paid or declared - the Preferred Stock of the Company during such period
plus $32,000,000. At December 31, 1978. and at October 31, 1979 Retained Earnings of $44,415,000

and $42,612,000, respectively, were not subject to dividend restriction.

7. LonNG-TerM DEsT

First Mortgage Bonds:
Series E— 3 %, Due 1979
Series H — 314%, Due 1984
Series I — 875%, Due 1986
Series M — 454%, Due 1992
Series N — 615%, Due 1996
Series O — 634 %, Due 1997
Series P — T14%, Due 1998
Series Q — 9 %, Due 2000
Series R — 75%%, Due 2002
Series S— 9 %, Due 2004
Series T — 128, %, Due 1981
Series U — 1084 %, Due 1985
Series V— 914%, Due 2006
Series W — 1015%, Due 1993
Series X —12 %, Due 1999

Less — First Mortgage Bonds (®) deposited with Trustee of the
General and Refunding Mortgage Indenture as additional
security for General and Refunding Bonds

Total First Mortgage Bonds

General and Refunding Mortgage Bonds:
Series A — 10145%, Due 1993
Series B—12 %, Due 1999
Promissory Note, tDue January 3, 1980 with interest at 116% of a
specific bank's prime rate plus 0.25%
Pollution Control Revenue Bonds:
814 %, Due December 1979
9 %, Due December 1984

Total Long-Term Debt
Less: Long-Term Debt To Be Retired Within One Year

Unamortized Premium and Discount

Long-Term Debt — Net

The maturity of this Note has been extended to January 5, 1981.
47

October 31, December 31,
1979 1978
(Thousands of Dollars)
$ — $ 3,556
10,483 10,483
6,972 7,047
21,952 22,149
15,847 15,910
14,086 14,173
14,242 14,277
19,168 19,206
19,398 19,455
19,628 19,778
24,719 25,000
15,000 15,000
15,000 15,000
10,000 10,000*
9,302¢ -
215,797 210,834
19,302 10,000
196,495 200,834
60,000 60,000
60,000 —
25,000 25,000
1,500 1,500
5,800 5,800
348,795 293,134
27,096 5,231
1,886 651
28,982 5,882
$319,813 $287,252




NOTES TO FINANCIAL STATEMENTS — Continued
Information related to periods subsequent to December 31, 1978 is unaudited)

7. Lonu-Term Desr — Continued

The annual Sinking Fund requirements with respect to First Mortgage Bonds, which may be iaet
by the payment of cash or bonds or, up to one-half of their amounts, by the certification of additional
property, are as follows: 1979 — $2,213,241, 1980 — $2,463,241, 1981 — $2,636,318, 1982 — $2,052,984,
1953 — $2,052,954 and 1984 — $2,052,98¢. Annual Sinking Fund requirements with respect to Gen-
eral and Refunding Mortgage Bonds during the five years through 1984 are $5,460,000 payable in cash
in 1983 and 1984

Long-terta debt maturities, excluding the aforementioned Sinking Fund requirements, are as
follows: 1979 — $4,856,000, 1980 — None, 1981 — $49,719,000, 1982 — None, 1983 — None and 1984 —
$16,283 000.

Under the terms of the First Mortgage Indenture and the General and Refunding Mortgage
Indenture, substantially all utility property of the Company is subject to the liens thereof.

8. CoMMITMENTS AND CONTINGENCIES

The Company (both as sole and as joint owner of facilities) and the nuclear generating companies
in which the Company has investments, in common with other electric utilities, are subject to present
and developing regulations with regard to air and water quality, nuclear plant licensing and safety,
land use and other environmental matters by various Federal, state and loeal authorities. It is pos-
sible that compliance with such regulations may require additional capital expenditures and increased
operating costs not now determinable in amount.

If the Company's construction program is not reduced as described in the next paragraph, con-
struction program expenditures are forecast to be $171,700,000 for 1979, $232,300,000 for 1980 and
$714,300,000 for 1981 through 1985 (excluding allowance for funds used during construction). These
estimates included $145,600,000, $187,500,000 and $417,000,000, respectively, for the Company’s inter-
est in & nuclear generating station under construetion in Seabrook, New Hampshire, and $5,300,000,
$7,000,000 and $63,500,000, respectively, for the Company’s interests in other nuclear generating units
owned on a tenancy-in-common basis with other New England utilities. The Company's ownership
interests and its share of total expenditures included in Unfinished Construction for the jointly-owned
nuclear facilities in which it is participating are as follows:

Ownership  October 31, December 31,
979 1978

Percent 1
(Thousands of Dollars)
Seabrook #1 and #2 50.0000% $434 200 $307 800
Pilgrim #2 3.4700 11,600 9,600
Millstone #3 3.8910 26,200 21,200
$472,000 $338,600
_— ———————————

On March 3, 1979, the Company's Board of Directors directed management to proceed to sell all
of the Company’s Pilgrim #2 and Millstone #3 ownership interests and to reduce its ownership inter-
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NOTES TO FINANCIAL STATEMENTS — Continued
(Information related to periods subsequent 10 December 31, 1978 is unaudited)

8. CommiTMENTS AND CoNTINGENC ES — Continued

est in the Seabrook nuclear plant by offering 22% to other Seabrook participants. Through October
31, 1979, subject to receipt of requisite regulatory approvals, other utilities have committed to ac-
quire only 14.76503% of the plant. See “Problems Facing the Company — Reduction of Construction
Program” for a description of the proposed arrangements for the reduction of the Company’s interests.
See “Problems Facing the Company — Immediate Financing Program’ and “Construction Program”
for the effect of such agreements on the Company’s financing plans for 1980 and subsequent years.

Construction of the Seabrook project has required numerous approvals and permits from various
state and Federal regulatory agencies. The process of obtaining these approvals and permits has been
long and complex, has been consistently opposed by a number of intervening groups, has included
demonstrations at the Seabrook site and has been plagued by lengthy delays which have resulted in
greatly increased costs for the project. One court appeal from F ederal regulatory approvals is pending
and further appeals are possible. The Company is unable to predict what effect financing problems
or further administrative or court decisions relating to Nuclear Regulatory Commission or Environ-
mental Protection Agency actions may have on the Company’s ability to complete the project or on
the cost of the project.

9. UnavpiTed REPLACEMENT COST INFORMATION

The replacement cost data deseribed in this note has been compiled in response to regulations
promulgated by the Securities and Exchange Commission and represents, in the opinion of manage-
ment, reasonable estimates of replacement costs given the guidelines of the regulations. However,
imprecisions exist and subjective judgments have been made in the estimating process. Also, certain
income effects which might result from the replacement of productive capacity are not required to be
described by the regulations and have not been evaluated, including the impact of replacement on
capital costs and taxes. Furthermore, the regulations do not call for a description of all factors
which may result from inflation, including the impact of long-term debt outstanding in a time of
inflation and these have not been evaluated or included in the replacement cost data presented.
Consequently, in the opinion of management this note is of limited usefulness in the evaluation of the
impact of inflation on the financial position or results of operations of the Company. Furthermore,
the disclosure of this replacement cost data should not be construed as a plan to replace existing
productive capacity, and the actual replacement of productive capacity may not take the form
implied by the techniques used to develop the estimates. Finally, the replacement cost data presented
in this note should not be taken to be management’s estimate of the current value of existing prop-
erty, plant and equipment.

The Company’s operating costs and the recovery of its investment in utility property are signifi-
cantly affected by inflation and the current and expected more stringent environmental regulations.
Replacing existing utility property with equivalent productive capacity will require substantially
greater dolle™ of capital investment than was required to construct or acquire the property originally;
but replacer .« . cost is not normally considered in the rate waking process, since only the historical
cost of uti’ sroperty is normally included in the rate base upon which the Company is allowed
to earn & { ate of return. However, the cost of replacement property, when existing productive
capacity is .ally replaced, is expected to be included in the rate base.
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NOTES TO FINANCIAL STATEMENTS — Continued
(Information related to periods subsequent to December 31, 1978 is unaudited)

9.  UxavoiTep RepraceEMenT Cost INFORMATION — Continued

The computed replacement cost of the Company's productive capacity, depreciated replacement
cost and related depreciation expense and corresponding historical cost data are presented below
for December 31, 1978 and 1977:

December 31, 1978 December 31, 1977
Estimated Estimated
Replace- Replace-
Historieal ment Historical ment
Coat Cost Cost Comt
Utility Plant: (Thousands of Dollars)
Plant in Service Subject to Replacement
Cost Disclosure $493,080 $1,452,671 $472,510 $1,345,446
Construction Work in Progress 346,382 346,382 196,825 126,825
Other Property, at Historical Costs 14,631 14,631 14,558 14,558
Total 854,093 1,813,684 653,893 1,556,829
Accumulated Provision for Depreciation 134,373 435,985 122,364 381,292
Net Utility Plant $719,720  $1,377,699  $561,529 1,175,537
Depreciation Expense $ 15,417 $ 45479 $ 14,731 $ 42163

(ienerating Plants: Fuel generation replacement costs were estimated on the basis of current
construction cost per megawatt at December 31, 1978 and 1977 developed by engineering studies and
applied to essentially the generation mix at the end of each year. Hydro generation replacement
costs were caleulated using the Handy-Whitman Index.

Transmission and Distribution Plant: High voltage transmission line replacement costs were
computed based on engineering studies which determined the cost per mile of line at the end of each
vear. The replacement costs of certain transmission substations were computed based on costs and
technology at the end of each year. The replacement costs of the remainder of transmission facilities

along with the replacement costs of all distribution plant were calculated using the Handy-Whitman
Index.

(feneral Plant: Estimated replacement costs of buildings were developed by applying the
estimated cost per square foot at the end cf each year to the then present facilities. Estimated re-
placement costs for all other general plant were developed by applying unit prices or the appropriate

Wholesale Price Index at the end of each year. Other property consists primarily of land and land
rights.

Reserve For Depreciation: Related accumulated depreciation based on replacement costs was
developed by applying the same percentage relationship that existed between depreciable plant and
accumulated depreciation by functional groups on an historical cost basis at December 31, 1977 and
1978 to the current replacement costs of the same groups.

Depreciasion Erpense: Depreciation expense for the replacement costs of utility plant was
developed by applying the actual average rates and methods by functional groups in use to the
average of beginning and year end balances of depreciable replacement costs.
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DESCRIPTION OF THE BONDS
The Series C Bonds will mature on January 15, 2000 and will be issued under and secured by a
General and Refunding Mortgage Indenture dated as of August 15, 1978 and supplements thereto
including a Second Supplemental Indenture to be dated as of January 15, 1980 (the “G&R Inden-
ture”) between the Company and New England Merchants National Bank, as Trustee. The lien of
the G&R Indenture is subject to the prior lien of the Company’s First Mortgage (see “Security and
Priority” below).

Interest on the Series C Bonds will acerue from the date of their initial issue and will be payable
semi-annually on each January 15 and July 15 to holders of record on the preceding January 1
or July 1, respectively. Principal and interest will be payvable at the principal corporate trust
office of the Trustee in Boston, Massachusetts, and at an office of Manufacturers Hanover Trust
Company, Paying Agent, in New York City. The Series C Bonds will be issued only in fully registered
form without eoupons ir denominations of $1,000 or multiples thereof. No service charge will be made
for any transfer or exchange of Series C Bonds.

The brief summary herein of certain provisions of the G&R Indenture is merely an outline and
does not purport to be complete. It uses terms defined in the G&R Indenture and is qualified in its
entirety by reference to the G&R Indentur: which is an exhibit to the registration stitement. Where
references are made to the Company’s Firs® Mortgage Indenture dated as of January 1, 1943 and
supplements thereto (the “First Mortgage”), such references ar: qualified in their entirety by refer-
ence to the First Mortgage, which is an exhil it to the registration statement. The applicable articles
and sections of the G&R Indenture (GR) anl indentures supplemental thereto (1S and 28) and of
the First Mortgage (FM) are indicated below in the summary of the terms thereof.

Redemption

Series ' Bonds will be redeemable at tae option of the Company as a whole or in part at any
time prior to maturity, on at least 30 days’ notice given as provided in the G&R Indenture, at the
general redemption prices shown in the table below, expressed as percentages of the principal amount;
provided, however, that neither the Series (' Bonds nor any portion thereof shall be redeemed prior to
January 15, 1985, if such redemption is for the purpose or in anticipation of refunding such Bonds,
or any portion thereof, through the use, directly or indirectly, of funds borrowed by the Company
at an effective interest cost to the Company (computed in accordance with generally accepted financial
practice) of less than 14.85% per annum, and the Series C Bonds will also be redeemable for the sink-
ing fund on January 15, 1990, or any Jaonuary 15 thereafter (and at any time prior to maturity
through the application of certain release, insurance, eminent domain, and replacement fund moneys
and certain other moneys required to be deposited with and held by the Trustee, as & whole or in
part) on like notice, at the prineipal amount thereof, together in each case with accrued and unpaid
interest to the redemption date. (2S See. 1.02(1)).

If redeemed at any time in the respective twelve-month period beginning January 15 in cach
of the following years:

General General
Redemption Redemption
Year Price Year Price
1980 114.50% 1982 112.98%
1981 113.74 1983 112.22
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General Genersl

Year l’i-l:b. Year Price
1984 111.45% 1992 105.35%
1985 110.69 1993 104.58
1986 109.93 1994 103.82
1987 109.16 1995 103.06
1988 108.40 1996 102.29
1989 107.64 1997 101.53
1990 106.87 1998 100.77
1991 106.11 1999 100.00

All outstanding G&R Bonds, including the Series C Bonds, may also be redeemed in whole but
not in part on at least 30 days’ notice at the option of the Company, by issuance in exchange there-
for of an equal aggregate principal amount of First Mortgage Bonds; and the Company covenants
that, if the First Mortgage is amended to permit the issuance of First Mortgage Bonds against un-
licensed or disconnected property additions, it will so redeem all outstanding G&R Bonds by exchange
of First Mortgage Bonds. The First Mortgage Bonds exchanged for the G&R Bonds shall bear inter-
est at the same rate, shall have the same maturity, interest payment dates and redemption prices,
shall be so dated that no gain or loss in interest shall result from the exchange, and shall be entitled
to the benefits of the same sinking funds (except as the First Mortgage may otherwise require) and
the same dividend limitations and the same restrictions on the right of redemption, shall be entitled
to the benefits of the same replacement fund or maintenance and renewal covenant, (GR See. 2.12(B);
28 See. 1.02(2) ).

Sinking Fund

The (G&R Indenture requires that the Company shall on or before January 15, 1990 and each
January 15 thereafter, up to and including January 15, 1999, deposit with the Trustee the sum of
2,250,000, payable in cash or an equivalent principal amount of Series C Bonds. The Company
may, at its option, pay to the Trustee prior to any sinking fund date as an additional sinking fund
payment an amount payable in cash or in Series ' Bonds .ot exceeding the amount of the mandatory
sinking fund payment; the right to make such additional sinking fund payment in any year shall not
be cumulative. (28 Sec. 1.03).

Replacemen: Fund

So long as any First Mortgage Bonds remain outstanding, the Company will comply with the
requirements of the maintenance and renewal covenant under the First Mortgage, as deseribed below.
When said requirements cease, the Company will be obligated under the G&R Indenture to pay to the
Trustee as a replacement fund 214% of the average of its investment in depreciable property on the
last day of each moath of the previous calendar year. The replacement fund requirement may be
satisfied by cash, G&R Bonds of any series, or Available Amount of Additional Property. Additional
property evidenced under either the maintenance and renewal covenant of the First Mortgage or the
replacement fund under the G&R Indenture may be used to offset certain retirements in computing
Available Net Additional Property. (GR Art. 8).
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Maintenance and Renewal Covenant

The First Mortgage contains a specific maintenance and renewal covenant providing that the
Company will, during each calendar year, in the aggregate expend for, or allocate Additional Prop-
erty to, or deposit in cash with the Trustee on account of maintenance, repairs, renewals and replace-
ments, a total of nc. 1e s than 15% of the gross operating revenues (after deduction of the aggregate
cost of electric energy, gas and steam purchased for resale) during such period from the physical
properties, other than leased properties, covered by the First Mortgape 2~d used for the Primary
Purposes of the Company’s Business. Expenditures, deposits and allocations from insurance and
eminent domain proceedings and certain other sources may not be included. (FM Art. V, Sec. 1).

Security and Priority

The Series C Bonds will b secured by the G&R Indenture equally and ratably with G&R Bonds
of other series by a mortgage lien on substantially all the properties and franchises owned by the Com-
pany at the time of the execution and delivery of the Second Supplemental Indenture and on substan-
tially all property and franchises subsequently acquired by the Company, except real property in
Maine and Massachusetts acquired after the filing of the Second Supplemental Indenture and before
the filing of a further supplemental indenture specifieally subjecting such after-acquired property
to such lien: subject, however, to the payment of the Trustee's charges, to the lien of the First Mort-
gage, to liens on after-acquired property existing at the time of acquisition or created in connection
with the purchase thereof not exceeding 60% of the Cost or Fair Value, whichever is less, to certain
exceptions set forth in the descriptions of properties in the G&R Indenture and in the deeds referred
to in such descriptions, and to Permitted Liens. Certain types of property are excepted from the
lien of the G&R Indenture, including, among others: fuel, nuclear cores and materials; all gas, oil, and
other mineral properties and personal property related thereto; supplies; cesh; securities; contracts;
and accounts receivable. While the principal currently operating generating stations, dams, and
substations are on land owned by the Company, the principal transmission lines are mostly on lands
of others pursuant to easement rights. Ownership of generating stations now under construction is
held in undivided joint ownership with other utility participants. (GR Granting clauses).

No debt may be created by the Company ranking prior to or on & parity with the Series C Bonds
with respect to the security provided by the G&R Indenture, except additional G&R Bonds issued in
the manner summarized below, First Mortgage Bonds pledged with the Trustee under the G&R Inden-
ture, obligations supported by additions and enlargements to property already subject to certain types
of prior liens (none of which currently exists), and purchase money obligations existing or created in
connection with the acquisition of after-acquired property not to exceed 60% of its cost or value.
Prior liens and purchase money obligations, other than First Mortgage Bonds, shall not exceed 25%
of the sum of all outstanding G&R Bonds and obligations (other than Pledged Bonds) representing
liens prior to the G&R Indenture. (GR Sec. 4.15).

G&R Bonds are further secured by First Mortgage Bonds which the Company is obligated to
issue and pledge with the G&R Trustee. Upon any application to issue G&R Bonds (including the
Series C Bonds) or certain other actions, the Company is required (GR See. 3.07) to deposit as &
pledge with the G&R Trustee First Mortgage Bonds (“Pledged Bonds”) in the maximum amount
then issuable, subject to the Company’s option not to so issue and deposit a limited amount of First
Mortgage Bonds otherwise issuable. The Pledged Bonds are secured, together with all First Mortgage
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Bonds now issued and outstanding under the First Mortgage, by a direct first mortgage lien on sub-
stantially all the property of the Company, and after acquired property to the extent permitted by
law, subject only to excepted property and Permitted Encumbrances. Under the First Mortgage (FM
Art. 11), additional First Mortgage Bonds may be issued against the retirement at maturity of a like
amount of First Mortgage Bonds or against 60% of the Net Amount of Additional Property; how-
ever, in the G&R Indenture (GR Sec. 4.16) the Company has covenanted not to issue First Mortgage
Bonds except for pledging with the G&R Trustee. The Company has also covenanted in the G&R
Indenture (GR Sec. 4.16) not to permit certain modifications to the First Mortgage which could
reduce the amounts of First Mortgage Bonds issuable in the future, for the purpose of pledging under
the G&R Indenture. The Pledged Bonds are nontransferable.

In 1978, when $60,000,000 of G&R Bonds, Series A, were issued, the Company deposited
$10,000,000 of Pledged Bonds; in September, 1979, when $60,000,000 of G&R Bonds, Series B, were
issued, the Company deposited $9,302,000 of Pledged Bonds. The Company intends to issue no
additional Pledged Bonds upon the issuance of the Series C Bonds. Because of provisions in the
First Mortgage which limit the availability of property additions to support issuance of additional
honds (see “Financing — Mortgage Bonds”), there can be no assurance that the deposit of significant
amounts of Pledged Bonds will occur when subsequent series of G&R Bonds are issued. The Company
does not pay interest on the Pledged Bonds. The principal benefit to holders of G&R Bonds provided
by the Pledged Bonds will be that, in the event of a reorganization or insolvency of the Compaay,
the allocation to the holders of G&R Bonds may be increased by reason of their participation in the
lien of the First Mortgage through the Pledged Bonds. Upon the retirement of all non-pledged First
Mortgage Bonds (in 2006, or earlier if such First Mortgage Bonds are called for redemption), the
First Mortgage will be discharged and the G&R Bonds will become first mortgage bonds.

‘nder the Atomic Energy Act, neither the Trustee nor any other transferee of the Company's
propert, may operate a nuclear generating station without authorization from the Nuclear Regulatory
Commissiy .,

Release and Jubstitution of Property

The G&R Indenture (GR Art. 6) provides that subject to various limitations property may be
released from the lien thereof on a sale or other disposition upon the deposit with the Trustee of cash,
purchase money obligations or Additional Property equal to the Fair Value of the property released.

Additional G&R Bonds

Additional G&R Bonds of ar y series may be issued as follows: (A) against 609% of the Av_.lable
Net Additional Property, (B) to refund a like amount of First Mortgage Bonds of any series which
are not then Funded, (C) to refund a like amount of bonds which are not then Funded originally
issued under a mortgage (the lien of which is prior to the lien of the G&R Indenture) existing on
property at or immediately prior to the time of acquisition by the Company of such property, (D) to
refund a like amount of G&R Bonds of any series which are not then Funded, and (E) against the
deposit of money (GR Art. 3). Money so deposited may be withdrawn in amounts equal to the
principal amount of G&R Bonds otherwise issuable against Available Net Additiona! Property or te
refund bonds (GR See. 7.02).
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When issuing G&R Bonds against Additional Property or the deposit of money, the Company
must demonstrate that Net Earnings (not including any AFUDC in excess of 10% of Net Operating
Revenues but including revenues subject to refund unless there has been issued a final decision, which
has not been stayed, of & regulatory commission or a court ordering a refund of such revenues) for
any 12 consecutive calendar months within the preceding 15 calendar months are at least twice the
annual interest charges on all G&R Bonds outstanding and applied for and on all equal or prior lien
indebtedness (excluding Pledged Bonds). Except in certain instances, no earnings test is required
in conneetion with the refunding of a like amount of bonds. (GR Sec. 1.27 and Art. 3).

The Series ' Bonds will be issued against 60% of Available Net Additional Property. As of
October 31, 1979, the Available Net Additional Property against which G&R Bonds might be issued
(based on property additions through July 31, 1979) was $219,397,642, which will be reduced to
$169,397 642 after giving effect to issuance of Series ' Bonds. The actual earnings coverage ratio
under the G&R Indenture is 2.34 for the twelve months ended October 31, 1979. The pro forma
earnings coveraze ratio is 2.04 after giving effect to the issuance of the Series C Bonds.

Dividend Restriction

So long as any of the Series (' Bonds are outstanding, the Company may not declare or pay any
dividend (other than dividends payable solely in shares of common stock), or make any other distri-
bution on, or purchase, any shares of its common stock at any time outstanding (other than by new
common stock financing), if after such action the amount of such dividends, distributions, and pur-
chases (at eost) subsequent to December 31, 1977, would exceed its Net Income subsequent thereto,
less the amount of all dividends paid or declared on its preferred stock, plus $32,000,000 (28 Sec. 1.04)

Modification of the G&R Indenture

The G&R Indenture may be modified with the consent of the holders of 6624% of the G&R Bonds
at the time outstanding (or, if one or more but less than all the series of G&R Bonds would be ma-
terially adversely affected, 6624% of the total bonds of the one or more series so affected). No such
modification shall (a) affect the payment of principal, premium, and interest on any G&R Bonds, or
extend the maturity or time of payment, without the consent of the holder of the G&R Bond affected,
(b) reduce the above specified percentages of G&R Bondholders, or (¢) permit the creation by the
Company of any lien not otherwise permitted ranking prior to or on a parity with the lien of the
G&R Indenture. No modification may be made which would conflict with the Trust Indenture Act of
1939 as then in effect. The Trustee is not obligated to execute a supplemental indenture which would
affect its own rights, duties, or immunities under the G&R Indenture. (GR Art. 13).

The Trustee
If the Trustee acquires any conflicting interest it shall either eliminate it or resign. There are
limitations on the rights of the Trustee in respect of certain payments and property received by the

Trustee within four months prior to default. The Trustee may become the owner or pledgee of G&R
Bonds as freely as if it were not the Trustee. (GR Art. 11).

The holders of & majority in principal amount of the G&R Bonds outstanding may require the
Trustee to take certain action, except when forbidden by law or when the Trustee in good faith shall
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by its responsible officers determine that such action would involve the Trustee in personal liability
or would be unjustly prejudicial to the other G&R Bondholders (GR See. 10.20).

The G&R Indenture (GR Sec. 9.04) requires the Trustee to transmit to G&R Bondholders annual
(and in some circumstances interim) reports relating to its eligibility and qualifications, advances, if
any, of the Trustee to the Company, releases and substitution of property securing the G&R Bonds,
and other matters.

Defaults

The following are termed events of default: (a) failure to pay principal, premium or sinking
fund installment when due; (b) failure for 5 days to pay interest; (¢) failure for 30 days to pay any
replacement or analogous fund installment; (d) default under the First Mortgage or certain other
mortgages; (e) failure for 30 days after notice from the Trustee ‘0 perform any other covenant or
agreement - and (f) certain events of vankruptey, insolveney, or reorganization (GR Sec. 10.01). The
Trustee may withhold notice to the G&R Bondholders of any default, except default in the payment
of principal, interest, or any sinking, replacement, or analogous fund installment, if its responsible
officers in good faith determine that withholding such notice is in the interests of the G&R Bondholders.
((iR Sec. 10.02).

Evidence 10 be Furnished Trustee

Evidence is required periodically as to the absence of default in connection with certain annual
sinking and replacement fund requirements and as to compliance with certain other terms of the G&R
Indenture. Further, prior to issuance of additional G&R Bonds, release of property, withdrawal of
cash, and various other actions under the G&R Indenture, evidence as to the absence of default and
a8 to compliance with certain terms o.' the G&R Indenture is required.



LEGAL OPINIONS

The validity of the Series C Bonds will be passed upon for the Company by Ralph H. Waod,
Esquire, Vice President and General Counsel of the Company, and by Messrs. Ropes & Gray,
Boston, Massachusetts, and for the Underwriters by Messrs. Choate, Hall & Stewart, Boston, Massa-
chusetts, both of which firms, as to the organization and existence of the Company, approvals of state
commissions and legal conclusions affected by the laws of New Hampshire, Vermont, Maine and
Connecticut, may rely upon Ralph H. Wood. Ralph H. Wood owns, jointly with his wife, 300 shares
of the Company’s Common Stock, and also has rights to approxima ely 140 additional shares of
Common Stock under the Company’s Employee Stock Ownership Plan.

EXPERTS

Th - financial statements included herein so far as they pertain to each of the five years in the
period nded December 31, 1978 have been 8o included in reliance upon the report of Peat, Marwick,
Mitchel & Co,, in”-pendent certified public accountants, and upon the authority of said firm as
experts .m accounting and auditing.

Ralph H. Wood, Esquire, Vice President and General Counsel of the Company, has reviewed the
stal>ments made herein as to matters of law and legal conclusions under the subcaptions “Joint
Projects”, “Seabrook Nueclear Project”, “Regulation”, “Rates — New Hampshire Retail”, “Rates —
Other ™, “Fuel Supply”, “Environmental Matters”, “Employees, Salaries and Wages” and “Municipali-
ties and Cooperatives” under the caption “Business”, and under the caption “Description of the
Bonds”. Messrs. Ropes & Gray have reviewed the statements made herein as to matters of law and
legal conclusions under the subeaptions “Mortgage Bonds” and “Preferred Stock” under the caption
“Financing”, under the subcaptions “New England Power Pool” and “Seabrook Nuclear Project”
under the caption “Business”, under the caption “Description of the Bonds” and concerning the
Jurisdiction of FERC, the NRC and the Massachusetts Department of Public Utilities under the
caption “Business — Regulation.” Such statements are included on the authority of such person and
firm as experts
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are as follows:

Name

Kidder, Peabody & Co. Incorporated

Blyth Eastman Paine Webber [ncorporated

Bache Halsey Stuart Shields Incc ~rated

The First Boston Corporation

Bear, Stearns & Co.

Dillon, Read & Co. Ine.

Donaldson, Lufkin & Jenrette Securities
Corporation

Drexel Burnham Lambert Incorporated

Goldman, Sachs & Co.

E. F. Hutton & Company Ine,

Lazard Freres & Co.

Lehman Brothers Kuhn Loeb [ncorporated

Merrill Lynch, Pierce, Fenner & Smith
Incorporated

L. F. Rothschild, Unterberg, Towbin

Salomon Brothers

Shearson Loeb Rhoades Ine.

Smith Barney, Harris Upkam & Co.
[ncorporated

Warburg Paribas Becker Incorporated

Wertheim & Co,, Ine.

Dean Witter Reynolds Ine.

Advest, [ne.

A. E. Ames & Co. Tncorporated

Alex. Brown & Sons

A. G. Edwards & Sons, Ine.

Lud-’nburg, Thalmana & Co. Ine.

Moseley, Hallgarten, Estabrook &
Weeden [ne.

O}vp‘-nheimo-r & Co., Ine.

Wm. E. Pollork & Co., Ine.

Stuart Brotheia

Thomsot. MeKinnon Securities Inc.

Tucker, Anthony & R. L. Day, Tae.

Wood Gundy Incorporated

American Securities Corporation

Bacon, Whipple & Co.

UNDERWRITING

The names of the several Underwriters and the respective principal amounts of Series C
Bonds which they have severally agreed to purchase from the Company, subject to the terms and
sonditions specified in the Underwriting Agreement filed as an exhibit to the Registration Statement,

400,000
400,000
400,000
400,000
400,000
£00,0.'0
400,9%1
200,06 %
200,000

Name
Robert W. Baird & Co. Incorporated
Batemsan Eichler, Hill Richards Incorporated
Sanford C. Bernstein & Co., Ine.
William Blair & Company
Blunt Ellis & Loewi Incorporated
Boettcher & Company
J. C. Bradford & Co.
Burgess & Leith Incorporated
Butcher & Singer Ine.
Dain Bosworth Incorporated
Fahnestock & Co.
First of Michigan Corporation
Janney Montgomery Scott Ine.
Johnston, Lemon & Co. Incorporated
Legg Mason Wood Walker, Incorporated
McDonald & Company
The Ohio Company
Prescott, Bail & Turben
Rauscher Pierce Refsnes, Inec.
The Robinson Humphrey Company, Ine.
Rotan Mosle ine.
Sutro & Co. Incorporated
Wheat, First Securities, Ine.
Barrett & Company
Robert C. Carr & Co., Ine.
Ferris & Company, Incorporated
First Albany Corporatior
Freeman Securities Comp ny, Ine.
Gruntal & Co.
Herzfeld & Stern
Josephthal & Co. Incorporated
Laidlaw Adams & Peck Inc.
A. E. Masten & Cu. Incorporated
Neuberger & Berman
Parker/ Hunter Incorporated
Thomas & Company, Ine.
Burton J. Vincent, Chesley & Co.

Total

Principal

100,060
100,000
100,000
100,000
100,000
106,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000
100,000

$30,000,000

The Underwriting Agreement provides that the several Underwriters are required to take and
pay for all of the Series C Bonds offered hereby if any are taken. The obligations of the Under-

writers are subjeet to certain conditions precedent,

The Company has been advised by Kidder, Peabody & Co. Incorporated and Blyth Eastman
Paine Webber Incorporated, as Representatives or the several Underwriters, that the Underwriters
propose to offer the Series C Bonds to the public initially at the offering price set forth on the cover
page of this Prospectus and to certain dealers at such price less a concession of not in excess of 1.5%,
and that the Underwriters and such dealers may reallow a discount of not in excess of 1.07% to other
dealers. The public offering price and the concessions and discounts to dealers may be changed by

the Repre. ntatives.
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Request fcr Rate Incraase
Application for authority tco altor existin

emergency circumstances.
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Appearances: for the Company, Martin Cross, ZIszuirs Ui gat

Esquire and Philip Ayers, Esquire; for the Legislative .:zilizy lsms.-ar

-

Council, William Shaine, Esquire and Gerald lynch, Esguire
+ Action Program, Gerald Eaton, Esquire; for the U S Air Torce and Gerneral

.| Services Administration, Captain Jefferson M. Shaffner, EIsquire.
fi v o 00
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REPORT

On November 27, 1979, the Public Service Cempany of New Hamosaire.

[

an electric utility company, filed an applicatien or asuther
il ing rates on account of emergency circumstances to produce an znnual increa:
of revenues of 5.5% in the amount of $11,970,59] cr 7.5% over the presen

base revenues computed in accordance with TarifZ No. 22 but exzliusivz 27 the

ny

.} fuel adjustment charge. The application is filed pursuan: to 2Ea 37

o
w
-

or in the alternative RSA 378:27 or 29.
On November 29, 1979 the Commission issued an Order of Natice
' providing for a public hearing on this application to be helé cn Jeze=ber 1.
1979 and for publication of said notice. The nctice was culy putlished an
the hearings were held on December 11, 12, 13, and 14, 1676,
The Company presented testimony from Robert J. Harrison, Vice Pres:
» and Chief Financia; Officer of the Company, William Q. Barsy, Vice Presiden:
and the Head of the Public Utilities Department of organ Suaran
Company and Eugene W. Meyers, Vice President of the Kidéer Pezdoc: Cempany,
. Hanover Square, New York, New York.
The Commission requested the testimony of Jorathan 0. Horme of the

First National Bank of Boston and Philip K. Mclaughlia of 3haw—ut lzzional

' Bank of Boston.




The Legislat
LUCC) presentec
College.
Varicus members of :i s0li representaciv

groups gave oral or written statements to t=e Commission.

-

I. Position of the Parcies

A. Position of Pudblic Service Compan)
Public Service Company (nereinziter referred to as the Lemzany oy
PSNH) contends that withou: an increase in the basic rates
be able to sell long term securities nor will it be able :o
struction or its day-to-day cperatiocns. This inability to rmee:
is cited as confronting PSNH with immediate and subsza~tiaz) i

disaster both as to the completion of Sea>rcok and the co

5 Sk
ntanu

a corporate en:ity.
PSNH in its memorandum states that it has carried i=s burce-

under botnh RSA 378:9 (emergency) and RSA 375:27 ans 26 (sexpcrary). <he

Company cites the Commission's attention to Peti*ion

Public Sevvize 97 N.H.

=
&
-

—

549 (1951) and Concord Elec:iric DR 74-1 (1974) for support of its cententicn

that under either RSA 378:9 or 27, an inadbilicty to finznce i-s capital
requirements is a sufficient ground for relief.

PSNH relies upon evidenc= submitted ia this proceeding
proposition that it has mide a good faith effort o recuce
The Company charges that the failure to reduce these cas-
be laid at the Company's cdoorstep given
to this proceeding.

The problems the Company faces are celineated

as follows: (a2) the need to raise 5290 m~:




o, .

the term loan is up for renewal. (c) access to the st seaiis =zrna:
has been curtailed, (d) common stock access is _imites, (@) zansre
refunding bonds are not a possibility at this =ize, and (I) on.y .imitses
anounts of preferred stock could be issusc.

PSNH contends that alternatives to the surcharge are not S2zsible
an adequate replacenent for rate relief. The Ceo=pany Inlicates
approvals which reduce PSNH ownership in Seadbroox to 337 will nct sc.ve
the problem since 28% is the level that is manageadble by the (cmpany. Other
alternatives such as shutting down comstructicn or altering the schedulec
completion dates are also rejected by the Company as being both 2gainst the
public interest and of little value in solv£ng inadequate cash flow. The
Compary ccncludes that only through a surcharge can these prodlems fegin o
be resolved.

PSNH takes exception to the contention that the regquestec rate
relief is a departure from cost of service princisles. Supperting
position, the Company cites, that cost of service incluces not oaly 2
utility's cost of operaticn but also its cost of capital. That further, this
cost of capital is not to be determined solely in terms of re::
invested in plant actually in service.

The Company finds solace and support for its contenticns as to cost
of service principles in LUCC witness Williamson's testimcayr.
Willianson finds a 4.2 to 6.2% increase necessary under & narrcw concest of
cost of service, the Company contends its 5.5% is clearly

Finally, the Company contencs that while ii hzs sub=mittec

20506 & varie:
of proposed rate structures to the Commission, it Selieves its origingl Iilicg

to be the strongest. However, the Company will accept

Commission finds appropriate.



B.

o)

Positicn of LUC
The LUCC objects to the Company's appliizatiszs ané sess Icrts '
number of arguments for the censideration of the Ceommissicn.

The first argument is tha: the app.ication discussed coss: thas
are associated with the Company's uncompletes conmsirucsicn &: Seazrook
are, thus irrevelant to the establistiment 0f razes whether ther Seé inseris
temporary, emergency or otherwise. LUCC tazkes the position tha: the level i
of rates and charges to be assessed by PSNE may not be baseZ cnm any manner oo
the cost of construction work in progress; ner may the level of rates anc
charges be based upon any costs associatec with constructien werk iI saic
construction work is not completed. To do eo would violate the language of
RSA 378:20-a.

The second argument advanced by the LUCC is thet Zmergenc: rates
should be denied because it is unlikely that PShE will be gble to substantiate
an increase of 5.5% over their current levels of revenues in the hezarings
concerning rate relief requested by PSNH. This contention basizally zlleges
that PSNH can not meet the burden of prooi necessary to

jussily & Taze incraase

of any kind in light of the fact that tkey canno: shew tha
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their present level of revenues. In this ccntex® the LUCC also sugzes:s
|
that the Commission should not grant the Company's reguest o fully normalize i
i
its income tax accounts. i
The third contention of the LUCC is tha: there is nc testimcny that 1
the requested increase will avert the crisis. LUCC sets Zerth tha: it woul l
be an abuse of ciscretion to grant an increase without evidence ¢f & permanent
financing package designed to ailow P3YNK to centinue construstisn ¢f Seadrdox
on schedule, at its current level of cwnersiiip.
Generally, the LUCC alleges that the Company hes not pléziecd & ‘
factual basis for the granting of emergenc: vate relief and if suc- raliel

wvere granted a bond should be required to protect resicential ccnasumers.



C. ‘Positivn of Community Actior Progran

The Cemmunity Action Program (CAP) sets forvia & nuster 27 ssmgicarae
tions {or the Ccrmission tc evaluate ia arsiving &t & cecisics inm --is ETo-

ceeding. The Iirst concern expressed by CiP is if the Cosmission finmis thas
an ecergency exists, the Ccmmission shoulé not allcw & rate increzse wisrous 2
concomitant elfor: bv Public Service Compan:. CAP viess the acéisicnms of
personnel for purposes of construction menitoring and the possibiiisy ol
increased cividends tc stocknolders as unreasonable if ceoasu-ers are asied

to pay higher rates tc relieve an emergency.

The seconc con:ention'pu: forth by'CAP is that Pubiic Servize has
simply not carried its burden of proof pursﬁ;n: to RSA 378:8. 1In acéition,
CAP alleges that the emergency, if it exists, relates directly to Zfinancing
construction costs, generating cash for construction and preveniing celaul:
on lending agreements for construction. Therefore, CAP contencs t=a: :his
expense of constructlon financing is directly prohibited from sein: géssed on
to the ratepayer by RSA 378:30-a.

The third concern expressed by CAP is that the Commissica =us:
first determine if there is a crisis of sufficient severity to warran: relief

- ¥ -

and then determine the extent of the relief. Pezition of Public Service

Company, 97 N.E. 549 (1951) - Blandin opinion. CAP alleges tha: even i

LAl

there is an emergenc:, the emergency rate

o4

eguest will not cure the financial
difficulties faced br the Company. CaA? alleges that there is & si
probability that man:y of the Company's plans will not bear fruitier <= 1€
thus worsening the emergency. Among these cited by CAP are: (1) szle of the

.

the civestiture by cther regzulsasory

iy

Vermont facilities; (2) the approval o

bodies; (3) the refusal of the various banks to provide assurances tha: the

loans will be renewed or extended; (4) the nuclear fuel agreement will occur
anc (5) that & renegc:iiation of the unit sale of power fre= Mersi=--% =7 wil

b vV e-

be successful.
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CA? points to the fact that many ¢f i:s ¢liencs face ererzinzics

of their own. I these people are iscec tc zar: with a porticn of shcir
limited resources, CAP? contends that there is no assurznce that the Comsany

1+

will succeec in remaining sctable during
requests.

CAP's fourth contention is that temscrary rates cannet >e granted
because of the failure to adegquately inform the pudlic that tecporary rates
would be addressed.

CAP's final concern is that if the Comnission ignores CAP's

other concerns and finds an emergency, the rates granted should de applied

on 3 per kilowatt hour basis.

II. Statutorv Concerns

A. Temporary Rates

The Comaission has in this proceeding provided adequa::z nc:ice to the
public of an immediate rate increase request. A hearing was scheduled and
notice of said hearing was properly published¢. 7The adeguacy of the rotice and
the awareness of the public concerning the mazters bSefore the Co-mission have
been clearly demoastrated by the number cf pecple who have presentes sreir
views both orally and in writing to the Comnission.

Temporary rates have traditionaily protected a utility's riz=t 0
a reasonable return curing the pendency of a srcieeding. Coasumess are
protected through the notice and hearing provisions and RSA 378:220 wiaieh
allew for a bond to secure repayment to the customers of the utilizr in the
event that temporary rates prove to be higher then wha: is asllcwed in the

permanent rate decision.

The Commission in Concord Electric OR 74-! (1574) allewes ¢ zemporarsy

increase in rates where it found that Concorc Zlectiric was unatle o €5 anv

- — e = =op—
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permanent financing. Similar concerns were expressec in Fuslic Servize

Company D=R 6081 (1674). Thereiore, by past Ccocmmissicn srececent R85 378:27
is a mechanisrm whereby & utility can obtain 2n increzse in rates 2revicded i

can demonstrate that access to the permanent capital markets is baing iniliencec

by the inability of the utility to earn a reascnable re:turn.

B. Emergencvy Rates

RSA 378:9, the emergency rate statute, has also bean recognized ¢

w

a vehicle whereby a utility after demcnstrating a lack of avenues to the

permanent financing markets can receive an increase in rates, New

Telephone and Telegraph v. State 95 N.H. 59 (1549) Petition of Public Service

Company 97 N.H. 549 (1951).

In both the New England Tel. decisicn and the Blancia cpinien in

Public Service the inability to finance generally, inability to pay present

bank loans and/or issue common stock have been recognized as sufficient
grounds by the Supreme Court for the finding of an emergency. The ieaxison

cpinion in Public Service does not ciffer as to the reccgniticer of what

factors result in a rate increase being granted prior to completion of a
permanent rate order. Rather, the focus of the Kenison opinion is the
statutory mechanism. Since that decisfon, the Supreme Cour: has clearly

stated that the Commission is not to substitute form over substance. LUCC

v. PSYNH 111 %K. (1979). Wnile the issue of form versus sub-

stance was a question of methodolegy in that proceeding, the consiZeraticns
supporting that decision are equally applicatle to the cues:icn of which
statute is appropriate.

The Commission coes not believe that an emergensy reques: pursuant
to RSA 178:9 loses its character as an emergency, si=ply beczuse the -atterT
is set for public hearing. Commission policy is :o always heve & hzaring

because this is the only way the Commission can be assured of Uzlzncing the

© o S |+ W SIS » ST RS USRS, A P W Y S
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interests of the consumers anc *he ueilise,

Therefore, thne Commission acozies :=ne POSIEIONR that *his Fioteeding
is pursuant tc RSA 378:9 and 378:27 either individually er iz esmiur=cicen

C. Burcen of Proo:

RSA 378:8 states that when any utilis seexs the tenefi: of zavw

order of the Commission to charge and collec: rates in excess 0l t=e rates
presently being charged, the burden of Proving the necessiiy of :he increzse
is clearly on the utilicy.

In an emergency rate relie? situaticn, there is a heavy surien
upon the utility seeking relief to allege and establish the existen-e ci

circumstances which would warrent departure from the acrmal ratemaxin

process.

Re Potomac Electric Power Lo., 9 PUR 4th 363 (1975). wWnile the
burden of establishing the need for rate relief is always upon the
applicant in a rate proceeding, that burden bears more heavily ugen z=e

applicant in a request for extraorainary relief. Re Arkansss Power

Co., 10 PUR 4th 474 (1975).

Since the Commission does no: have the benefit of 2 compleze
independent analysis by its staff on the financial posture of the utilicy,
the evidencs submitted by an applicant for emergency rate relief =us: ¢

anc convincingly demonstrate that a situation exists which warrants &n

exercise of the Commission's emergency powers. Re Arthur Mutua. T

Case No. 73-562-4 (1973).

II1.Commission Analvsis

The testimony of Mr. Meyer of Kicder Fezdbedy is concise z-2

- -
- -

the point. This Company is foreclosec from permanent financing if zidizie=zl
P fany v 2

revenues are not forthcoming. If permanent f{inancing is =ot évallatle, the

elesnene Co.

- — S ————— . —— . s St et . & s S 5 S e 1 D B S
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~ommercial bankers have no reasor to either renew Or exterd shors Lzr-

financial arrangements. If that occurs this comsany will =

0

2 5
- -

& &3

meet its bills which weould effectively stop the comscructien of Seaz

Furthermore, there is at leas:t a strong liklihooé thaz Pudlic Sersice
2

Company itself would flcunder on the shoals of insolvency a>sent cate relief.

Staff Exnhibit #6 does show that this Cempany is esrning & rate
of return in excess of that allowed by the Comnission in the las: rate case

decision DR 77-49, 1If the financial circumstances involvin

»

had remcined the same, Staff Exhidit #8 would presen: a significent barrier
to rate relief. however, the circumstance§ involving this Ccmpany have
changed. First, at the time the Company was last beiore the Commission the
prime interest rate was below 10%; now it is at 15%%. Seccad, during the

last proceeding the'economy as a whole was on & relative upward swirn

L 2]

Today, all of us are in the throes of a recession. Thiré, be:twsen the last
filing by this Company and this emergency rate filing, an incident occurrec
at the Three Mile Island Station. In the aftermath of this incicent zhe
financial markets have reacted somewhat less positively than in the past.
While hopefully the events in Caracas this past week will begin to swing
the pendulum in the opposite direction, certainly the incicden: dié add risk
to those utilities constructing nuclear plants.

Fourth, the stock market has nad 2 steady downwarc slide. This
overall market condition, a symptom of the recessicn enZ the 2igh interest
rates, has had a particularly chilling effect on stocks of usilities. These
with major construction programs or heavy reliance upon oil were hi: the
hardest. PSNH is in the unfortunate position of qualifying under bozh.

Fifth, the Company has maintained and correctly, we be.ieve, that

Seabrook is a valuable project. The Yew England utilities wiho firs: reguestec

- ——— -
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portions of Seadroik and then >acked off provized a= cicizicmzl riss fa-sos
that neither the Company or this Cosmission ¢ouid concssl. Hewever, a risk
factor to which investors and banxers reszcac. Coriously, 4% s Tompany 18
perceived as having to be wary of its fellow Srethren in t-2 incdussry, this
too causes risk.
Mr. Meyer's indication tha: he believed Pub._ic Service was ©
utility with the greatest risk may be true. However, what is clea: is the

correctness of our statement in DR 79-107 where the Commission incicatec t=at

both the overall rate of return and the return on common equity is higher than

our findings in DR 77-49. LUCC witness Williamson, Company witness Mevrer and
darrison all maintained that the cost of common equity for PSNH was higher
than 14%. Certainly the 15.3% at thi. point in time is reasonadle.

Applying the facts in this proceeding to the tes:s set for:ih by

LAl

the Supreme Court, it is clear that the Company qualif

{2

es Zor emerzeacy

assistance. As in Petition of Public Service, (1951) infrz Public Service

Company is again faced with an inability to sell common szozk, 23 M., $51.
As in 1931, Pudlic Service Company nmust, assuming the divesture

is not completed in 1980, raise extraordinary amounts of aciitional capital.

This factor was another one relied upon by the Supreme Cour: in ceteraining

an emergency existed in 1951. 97 N.H. at page 531. Tinally, agzin as in

1951 a loan is coming due that must be renewed o

"

extencdad 0 pév fcr pas:
construction and to pay for further expansion cf services.

Trne evidence cof LUCC witness Williamson alsc indicates that at
lezs: some form of permanent rate relief is necessary. 'hile Procfessor
Williamson did not address his belief as to the emergency situasion and
wvhat relief if any was needed. His recommencation of a .27 to 6.2%
permanent increase does not differ marwedly fre= the actien the Cemnissien

takes today.
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The testimeny of Mr. Yarrison together with our own extensive
investigation ino vhat is occuring in other ‘usrisdicticns, lescés us to
conclucde that PS5UH has made every atzempt to i=slerment the divesture in
the most expeditious fashion pessible. If thev had no: Seern helé us
people such as :the Massachusetts intervencrs there is ' a strong liklineood
that the action taken today might nct have heen necesszr..

Upon a review of all the evidence in this proceedinzg iz is clear
that PSNXH has sustained its heavy burden and that our ac:tion conforms to the
tests set forth by the New Hampshire Supreme Court. OCbviocuslv, this review
cannot address all the concerns raised bv egch sarty te the sroceeding.
However, the full investigation in situatiﬁés such as these is lef: o the
hearings on the permanent increase. The $11,970,00 revenue reques: is approved.

D. Bond.

The Commission pursuant to RSA 378:30 will reguire a bonZ to be

posted.

IV. Allegations Concerning CWIP and RSA 378:20a

Parties to the proceeding have set forth the proposition that the
Company's request is ncothing more than CWI? by another name. In zédition,
some of these parties contend that RSA 378:30a precludes any mention of any
project under construction, Because thess parties have persisted wizh these
positions, the Commissicn finds it necessary to provide the follcw

If RSA 378:30-a was not in existence, the Company we:
to a rate base nearly couble the rate base sudbmitted in :zhis proceeding
Assuming the same 147 return on equity allowed in DR 77-4¢ the Ce—pany would
be entitled to approximately $83,706,267 of acdditional revenue this vear.

This compares to the approximate $11,970,000 granted by this cziziecn and

the approximately $18,500,000 asked in the permanent rate increase reécuest.
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Clearly neither this Commissio- nor PSNE is sicestepping the ei:
RSA 378:30-a.
The formula used br the Commissicn in DR 76=107 will agaia ve

citec as an attempt to explain ratemaking.

RsE+ (Ved)r

R = Overall revenues required

E = Zxpenses

V = Rate Base

d = Depreciation

T = Overall return -

Under either the CWIP or no CWIP scenario, expenses anc cepreciation

can be assumed to be treated in the saze fashica. Consegquen:zly, tha differe

are rate base and return. Obviously, many of the concerns of the 15.3% at

this early stage of the proceeding would not be igrorec in a sirmilar proceeding

without RSA 378:30 (a). The differences, if any, on return on eguizy are the

proper subject for experts. Debt costs and preferred stock costs tha: have
been the subject of hearings by this Comzission would no: be adcressac by
the caliber of witnesses such as Harrison and Williamscn, since these

portions of the rate of return are rarely, if ever, in cispute.

This leaves a rate base uncer CWI? based rates on a lew nampshire
jurisdictional basis of $648,522,763 as cpposed to the requested non-CWI?
rate base (on a jurisdictional basis) of $§325,722,740.

As to the suggestion that RSA 378:30-a is designec to e

-
<.

>

consideration of construction from all elements of ratemaking, iz. expenses,

return, and rate base is untenable.

The bill reads as follows:

o —— - ——
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SeCLast SV

l. Costs of Senstruction Werk In Progress
From Rate Base. Amend RSA 375 by inser:zang al:
the following new section:

-
.

<

378:30-3 Pyblic Ueilitv Rate Sase: Exclusions. ~Tusls
utilit rates or charges shall not in aar manner de >as
the cost of censtruction work in progress. At no tinm
any rates or charges be based upon any cos:ts associat
construction work if said construction work is ao: ¢¢
All costs of construction work in progress, including, but
not limited to, any costs associated with comstructing, cwning,
maintaining or financing construction work in progress, shall
not be included in a utility's rate base nor be allowed as an
expense for rate making purposes until, and not belore, sai
construction project is actually providing service 0 consumers.

o
" T OO n
r ¥ 2

]
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2. Effective Date. This act shall take effect upon its
passage. (Emphasis supplied).

The statute as well as the :itli of the statute clearly indicates

that the legislature was intending to exclude CWIP fro= rate base.

V. Jlommensurate Jurisdiction Returas and Djvesture

The Commission urges the Company to proceed in reasonably
expeditious manner to seek equality of rates from customers in other
jurisdictions servicec by the Company and at the same time to continue to

strive toward a successful conclusion of the planned divesture.
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Emergency Measures - PSNH

CAP AND LUCC are concernec tha: if ccnsuners are zav

only fair and reasonable to require similar sacviiices by the uiility and
its stockholders. Both ask for a curtailmen: in expenses and CAP ras
particular concerns about a possible dividend increase.

Both of these parties want the Commission to evaluate ing exgenses

0

of the Company and it is suggested that the Commission impose either g Ilat
percentage reduction to expenses oi In the alternative disallow certain
expenditures such as the eupenditure associatec with the Electric Fower
Researcn Ins’ tute.

The questions raised by CAP and LUCC relate to the methods anc
practices of the utility and its management. These are legitmate inguires
that must be considered before reaching a decision in the permanen: rate
request. However, the Supreme Court has clearly indicated that "erergency

relief does not depend upon the answers to these questions but uson th

needs of the company..." New Enzland Teleonone and Teleeraoh Co. v. State

95 N.H. 58, 62 (1948).

. ———— - ——————

While there is no statutory or case law which requires & limitation

on expense, the question of increased dividends may well have been addressed

in part by the New Hampshire Supreme Court in the lNew ZIngianc Te.ezhcone and

Telegraoh Co. cecision. In that cecision, the Cfourr Zeund that @ proper
return for common equity was required to be found before establishing
permanent rates. The court then statec the following:

"Until such permanent rates can be established,
stockholders must expec: to share the burcen

of abnormal costs without transferring the whoisz

te the public under the guisz of emergency reliefl.”
95 N.H. at p. 63.

1
1
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fowever, the Commission agrees with lr. Harrisc:
Comnission lacks the authority to dictaie tre @ivicend selicy of this
Company or ary other cempany (Trenscripe 4=438). The Company and ics
investmen: cankers Dust decice what is necessary fcr the com=mon
ferred stock of the cezpany to be attractive =o iavestors.

y Rate Design :

‘ Because of the expedited nature of So:rh temporary anc emargency

v

Proceedings, rates sust pe established without in depth allocations of

j| €osts. The allocations chosen by the Commission in these tvpes oi pro-

ceedings do not necessarily control wnen fixing permanent rates. vew Eng-

land Telephone and Telegrapn Co. v. State 95 N.H. 5.5 68 £, 24 11¢ (1949).

|| Consequently, parties to the proceeding have the right to challenge the

| cost allocations made by the Commission in hearings to be held on the
permanent rate request. '
The Commission,ixladoﬁtinz the increzsed rate level souzht by

the Company is faced with substantial porblems of increasingz com-

.lexity. Yesterday's solutions are not alvays applicable where (1) a
. unit is being bulit with a COSt many times the size of the Company's :
;, existing investment, (2) the fuel type of the new plant is more desirable

because of inflationary and national interes: prodlems associsted with

O ———

the fuel type that is presently being used, and (3) conservatica is aow a ;

national policy. :
The Commission has attemptec to implement a three prengec approach

to reducing the oil depencence of utilities within our jurisdiczien, Fivar,

't the Commission endorse . and continues to encorse the consirucsicn of :the

« nuclear facility at Seabrook. Second, the Ccamission has iniziated an

|

|

i

|

|

|

! investigation into the feasibility of converting oil fired stations so :
!

l

I
|
|

';
gl
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coal. Third, the Commissicn has, througr its cecisicn

o
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energy procucers, attempted to increase substaatially the amsunt of ~vdro-
power in the State ancd possibly make it mecre likely that other a.:ersmate
energy forms will also increase. In addition, :the Commission has launched |
an investigation into whether or not the Commissicn should require greater i
amounts of hydro-power generation on the Connecticut River te be usec within
the State.
Today, the Commission adds a fourth prong; namely, to =ake zhe rate
structure more conservatinn oriented at least until either the other fuel
types begin to have a greater percentage of PSNY's mix or until the oil crisis
lessens in impact. |
At the present time any increased usage by any consurmer in this State
will be satisfied by a greater use of oil fired generating stations. This
will be especially true if the NRC carries through on its orcer to begin
closing some of New England's nuclear plants for safety checks and for
safety related equipment additions. Consequently, the initial rate s:ructure
submitted by the Company will not be accepted for purposes of this proceeding.
Instead, the Commission will allow the following increases to the
following customer classes and service charges. I: should be noted that
the full §11,970,591 is being allowed but because of the $1.82 fuel adjustment

3

Loy

charge as opposed to the test year average fuel adjustment charge of SI.
the overall percentage is lower. (4.98%). The Commission will spread the
emergency surcharge as shown on the attached report of proposec rz:e changes.
The proposed change is to be placed on a per kilcowatt hour basis © each
customer class of service. The Company will use the 2~zunt of kilowat: hours
for each class of service that it used in the calculations it sucmitzed 2o
the Coomission. The Commission will make two deviations from this overall

rule. The contrcled water heating subclass for the general service rate &
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will not have any increase applizd to its Rilowas:

revenue is to be rTeccvered on a Jer kilowai: hour

hous

tésis

ueesge. Tiis lost
S - e T
g~ csn@:? P W

customers. Tne aecond deviaticn is that no insrease wi.l De 27p.iec 0 the

igh-pressure socdium outdoor l1ight

w

Again, this s~

revenue 1085 is =0

be recovered from other ML customers ¢n a pe- ki.owatt nour dasis. 2ur order

will issue accordingly. o be effective as of Decezber 28, 1979.

Concurring:

December 21, 1979

Francis J. Riordan , Commissioner
Malcolm J. Stevenson , Commissioner

v sed ot - -
Crhasrman
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| Vo € Ry 4 Pudlic Service Comoanv of New Hamsssire SAsy Firen

Suppiemen: lo. 7

(See reverse sice for

Sigzed by:
*~ other footnotes.) " :

. TRALDT 10, _ 22, ha i mis Thos
i 2ased on Actual Sales o New Razssnlre Custosers
| for.the Twelve Montns Perisd Znding Mav 11, 167Cw
; Raze cr [22fecs o2 Averege | Tstimated immusl Tevesie- | Prossses Chacse
| Cass of Frepcsed | l=zer ef Fresess t Frepcses | ;
, Service Cranze*s | Custcmerd Pates w | Z2zes | Angu=t |3
| i !
| |
Residencial ! l
Service Increase 238,22 e | 6108 891 14 L% 537 3.18
! Rite-Bews 5105,171,,03| §108,521,160 i $3,349,8 ;
I :
I Ceneral )
Service Increase 30,379 $40,474,735 841,573,712 $1,086,973 | 2.71.
Rate C
- |
?ricacy
g:?:f:: Increase 1,198 846.420.020
Rate CV*» ahad $49,570,525 $3,150,508 6.78
i et |
Traoscsission 213 602 7.9
- ) B4 5 ,-" ; 2 i
General PO 79 $41,298,582 $44,511,48 3
Service
" Rate TR*
[ [ -
|
i Qutdoor
Lightin - 2
‘ Service. | IPerease | 1381677 g6 298 297 $6,562,001 | $263,70 | 4.8
, Rate ML l 1
{ !
' Service S4s7 438
i Chazges, ‘Increase k47,433 342.27 04 850 200.0.
¥ Rates D & C | ne $1,342,275 $8%4,8:0 t.OJ.D
i ' ; :
‘ |
; TOTALS Increase | 270,054 !
| $240,110,566| s252,080,872 | $11,570,501 !4.38
, * oY lzcresses, decresses ard re T Chezges I escx rate classifisasies sezasately,
‘ ; woere apslicatle.
]

Pea® .,



Di. 79-187
PUBLIC STRVICC CHRANY OF NEW RAMPSHIRE
! : ..00..
CLEYEXIW SURBBLEMENTAL ORDER X0 1398
To consideration of . report issued December 21, 1979, wnich is
nade a part hereof; it is
ORDERED, that the Public Service Company of hew Ha=psbire be, apb
hereby ic, alloved emergency rate relief in the amount of §11,970,59%), to
becoae effective with all billings issued on or after Dece=der 26, 1979 ané
to continue until permanent rates are ordered under this cockel; ané it is
) FUATHER ORDERLD, that said raveaue be gained by increasing service
smarges and applying a surcharge to each ailowatt-~nour of emargy sold, wiih
the enceptions noted withio the report: and it is
FUSTHUR ORUZRZD, that surcharges for each class be zalculated
ascoréing to the Report ¢f Proposed Rate {hange attached to the aforecentiorec
Aenczs; and it is
FUKTHER ORDZEED. tnat the resulting rates be docu=anted by [iling
Supplesen: No. 7 ro the Public Service Co=pany of lev namps.ire's variff
WHPUC o, 22 - Electricity: and it 1is
TURTHER OSDERZIZ, that pudlic ncrice be given according o varifef
Filirg Rule 27, €aid notice to suzmarize Sugplement ko. 7.

¥y orvder of the Public Utilities Compission of Nev Hamashire this

» /
/ A ‘."“’

vtncont A {rcopinoe y
Executive Director and Secretary

;Qen:y-six:h day of December, 197/9.
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STATE (i NEW HAMPSHIRE
Public Utilities Commission

Public Service Company of New nampshire
Seabrook Transfer

; Docket No. DF 79-100-6205
)
)

DISPOSITION OF A MOTION
(filed 11/27/79)
SIXTH SUPPLEMENTAL ORDER NO. 13,97

On November 27, 1979, the Public Service Conpany of New Hampshire
filed a Motion for further orders. 7To support their request the Company relies
on testimon, presented at the hearing held on October 18, 1979 and November
13, 1979, where the Company witnesses detailed certain changes in circumstances
that have occurred since the Order the Commission issued August 10, 1979.

The changed circumstances ralate to the March offering of ownership
interest in its Seabrook Project, specifically the reduction in participation
of Massacnusetts Municipal Wholesale Zlectric Company (}MWEC) and the with-
d¢rawal from participation of Central Vermont Public Service Corporation, and
Green Mountain Power Corporation.

The Company proposes an adjustment of Seabrook Ownership interests
in accordance with the March offering by reducing its ownership interests
and increasing the ownership interests of the following companies.

Addiciorally, the Company reported the affects of its October
offéring and the acceptance thereof. '

The Company is presently requesting an adjustment in the ownership
interest of Seabrook by reducing its ownership interests and increasing the

ownership interests of the following Companies in the indicated percentages.
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Bangor-Hydro-Electric Company 1.80142%

Central Maine Power Company 1.0%

T7»n of Hudson, Massachusetts

Light & Power Department 0.01957%

Massachusetts Municipal Wholesale

Electric Company 6.00091%

Montaup Electric Company 1.0%

New Bedford Gas & Edison Light

Company 2.17392

Taunton, Massachusetts Municipal

Lighting Department 0.34445%

Fitchburg Gas & Electric Light

Company 0.2608%

New Hampshire Electric Co-Operative,

Inc. 2.17391%
14.76496%

The LUCC objects to the Motion alleging (1) it is not in the public
good, and (2) the need for power must be examined before any order of
divesture is approved. Additionul objections were filed and received
alleging (3) no decision has been made as to who will bear the costs of
AFUDC of the transfered interest and (4) without such a decision a transfer
cannot be for the public good.

Upon consideration of the Motion and the objection received thereto,
the Commission finds that LUCC's objection No. 1 and &4 are substantially
the same and will consider them as one objection.

The Commission rejects LUCC's objections No. 1 and 4 and recognizes
that the financial condition of the Company is such that partial divesture
of its ownership interest will be in furtherance of the public good.

As to Objection No. 2 and 3, need for the power and treatment of
AFDUC, the Commission's findings in the Report on Motion for Rehearing

issued September 10, 1979 is reaffirmed.

—
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Based on the foregoin;, the Motion for Further Orders is granted,
and our order will issue approving the reduction in owrership interest of
Public Service Company of New Haopshire and the increase of ownership interest
set forth infra.

By order of the Public Utflities Comnission of New Hampshire this
thirty-first day of December, 1979. -’

e i

vincen: J.”Tacopino
Executive Director and Secretary




APPOINTMENT OF AGENT AND SIGNATURE OF APPLICANT

The undersigned NEW HAMPSHIRE ELECTRIC COOPERATIVE, INC.
hereby Joins in the filing of this Application and in connec-
tion therewith hereby appoints Public Service Company of New
Hampshire as its agent for the purpose of:

(a) signing, executing, acknowledging and filing with
the Nuclear Regulatory Commission any and all
applications, documents and information (including
amendments thereto) which are now or may become
necessary of which Public Service Company of New
Hampshire deems necessary or desirable, in con-
nection with the construction and/or operation of
Seabrook Station (including but not limited to,
the construction permits, operating licenses and
other licenses required for the Station by the
Act); and

(b) acting for and on its behalf in any hearing,
appeal or other proceeding with respect tc said
construction permits, operating licenses and other
licenses, or the taking of action necessary or
incidental thereto or any action deemed necessary
or desirable by Public Service Company of New
Hampshire in connection with the foregoing; and

(¢) acting for and on its behalf in connection with

the obtaining of any other federal, state or local



permit, license or approval necessary for or
incidental to the construction and/or operation

of the Station.

NEW HAMPSHIRE ELECTRIC COOPERATIVE,
INC.

. Kv\ T’M

Pillsbury
Its Manager

VERIFICATION

State of New Hampshire March 11 , 198¢
County of craftor

Then personally appeared before me John Pillsbury
who being duly sworn did state he 1is Manager of New
Hampshire Electric Cooperative, Inc., one of the Applicants herein,
that he has read the foregoing information relating to such Appli-
cant contained in the Application, and that the statements contained
thereiln relating to such Applicant are true to the best of his
knowledge and telief, and further that he is duly authorized to
appoint Public Service Company of New Hamps //{:::>

cribed above.




CERTIFICATE OF SERVICE

I, John A. Ricsher, one of the attorneys for the applicants herein,
hereby certify that on March 19, 1980 I made service of the within
Supplement No. 4 to Amendment L0 by mailing copies thereof, postage

prepaid, first class, to:

Alan S. Rosenthal, Chairman
Atomic Safety and Licensing
Appeal Board
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Dr. John H. Buck
Atomic Safety and Licensing
Appeal Board
U.S8. Nuclear Regulatory Commission
Washington, D.C. 20555

Michael C. Farrar, Esquire
Atomic Safety and Licensing
Appeal Board
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Ivan W. Smith, Esquire
Atomic Safety and Licensing
Board Panel
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

Joseph F. Tubridy, Esquire
4100 Cathedral Avenue, N.W.
Washington, D.C. 20016

Dr. Marvin M. Mann
Atomic Safety and Licensing
Board Panel
U.S. Nuclear Regulatory Commission
wWashington, D.C. 20555

Edwin J. Reece, Esquire

0ffice of the Executive Legal
Director

U.S. Nuclear Regulatory Commission

wWwashington, D.C. 20555

E. Tupper Kinder, Esquire
Assistant Attorney General
Environnentzl Protection Division
Office of the Attorney General
208 State House Annex

Concord, New Hampshire 03301

Karin P. Sheldon, Esquire
Sheldon, Harmon, Roisman & Welss
Suite 506

1725 I Street, N.W.

Washington, D.C. 20006

Dr. Ernest 0. Salo

Professor of Fisheries Research
Institute

College of Fisheries

Uriversity of Washington

Seattle, Washington 98195

Dr. Kenneth A. McCollum
1107 West Knapp Street
Stillwater, Oklahoma 74074

Robert A. Backus, Esquire
O'Neill Backus Spielman

116 Lowell Street

tanchester, New Hampshire 03105

O0ffice of the Attorney General

One Ashburton Place
Boston, 'assachusetts 02108

/John A. Ritsher

Jonn A. Ritsher




