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Our New Corporate
identification

- Financial Highlights: -




- Dear Shareholder:
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' The inset (top) is a model of our new Eneggy Management Center, scheduled to open in 1994,
This center will incorporate a new interactive compjiter mapging system (pictured in back-
ground), using remote terminal phdne line technology W provide more accurate, on-line

_information on system performance #he facility will give emgiloyees the ability to control the

 delivery of elegtricity fron dur generating stations to our customers’ homes.







Customer Sales, Service and Marketing

.. Wanda Vasque?
is @ customer
service
representative
who helps
customers with

bitling questions,

‘SOIVICe issues,
and applications
for Mwlbleclfic
umcoi

,%

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




Our RETAIL CUSTOMER MIX i$
stabilized by the commercial
and residential sectors which
help minimize effects of
regional economic swings.

Industrial
& Other
14%

EARNINGS PER SHARE
EROM OPERATIONS
rose 8.6% in 1993
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VALUE-ADDED
SERVICES

CADIMAGE is a computer
graphic and database
application technology that
replaces manuai paper maps
and diagrams of the facilities
lines and stations throughout
our service territory with on
line, computerized files

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

Left to right are Arlington Town

Manager, Don Marquis

CADIMAGE Development

Coordinator, Dick Cohane; and !
Executive Vice President : 4
George Davis Ay :
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Cost Control & Operational Excellence

Al'Abramson is.a
splicer in our

electric customer
service drea who
maintains and
répairs the
underground
cables that
provide pawer to
our customers.

Ed Foley is a fossil
station mechanic
who provides

* maintenance for
all majot plant -
equipment at our
‘New Boston
power plant to
ensure its safe,
reliable, and
efficient
operation.
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TOTAL'NUMBER OF
EMPLOYEES decreased 3% in
1993 through attrition, in line
with our plans to pare down by
about 100 employels annually
through the year 2000,
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1989 1990 1991 1992 1993

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

1989 1990 1991 11992 1993

* Adjusted for one-time write -off
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:ST PEAK DAYS
' : » A FIELD-BASED
E

LOADMAF 15 a softwari
application developed by our
employees to help customer
manage their energy usage and
LOADMARP provide
computerized spreadsheets of
monthly enerqy, demand, and

efficiency statistics

LOADMAP and other software
programs are oftered by our
customer sales representative:

to nearly 200 commearcial and

muuetnal custemners as
important hield-hased energy
consulting tools. For instance
The Gillette Company's South
Boston manufacturing center
uses LOADMAP to help them

ialyze their power

consumption and the impact
their production operations
have on energy usage and

4
COSst

Left to night are Major Accous

“"g\il‘»l'\!:”w,: Tom Horan

President of Sales and Sei
Alison Alden and The Giliette
Company's Manager of

ind Utihitic i Bushie




Employee Effectiveness and Involvement

. Rosa Menard is a

career
development

- specialist who
manages our job
rotation program

for employees. Jean Dickson is a

facilitator who
leads employee
teams.in re-
designing work
- processes and
organizational
structure,




DIVIDENDS PAID PER SHARE

increased on a percentage

" basis by more than the
industry average in each of the
last four years

m ., '..._,.»,p.*-f /.
<1950 1991 1992 1993 1994

protorma

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

ServiceNet 1s an integrated
computerized technology
teaturing two-way radio
communications that allows for
remote reading, connecting and
disconnecting of meters, and the
ability to yather real-time
intelligence on the operation of
our power distribution systems

ServiceNet is one of several new
technologies we ve incorporated
to help our meter reading em
ployees work efficiently, manage
with information, reduce
customer complaints, and lower
meter reading, billing, and
collection costs

By using another technology
called ENSCAN, employees can
read meters from a van as i
drives down customers’ streets
ENSCAN is particularly helpful
in situations where there are
meter access or employee

safety concerns

Left to right are meter readesr
Carol Ciampa; Vice President of
Technology Research and
Development, Dick Hahn; and
meter reader Mike Joyce




Aanagement's Discussion and Analysis

Regulatory Proceedings
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Other Matters







Counsolidated Statements of Income
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%
) 3 N
144
4. .64
y
Ml
/
)
{
H
A
Wi
"
W
)
"




Consolidated Statements of Cash Flows




Notes to Consolidated Financial Statements

Note A. Significant Accounting Policies

By § I A i




Note B. Retail Set ement Agreements

Note C. Income Taxes
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The effective income tax rates reflected in the consolidated financial statements and the reasons tor their differences from the

g statutory federal income tax rate are explained below: '.

5 1993 1992 1991 |

[ Statutory tax rate 315.0% 34.0% 34.0%

) State income tax, net of federal income tax benetin 4.2 1.9 4.1

: luvestment tax credits (2.6) (3.6) (3.8)

F Municipal property tax adjustment (0.6) (1.6) (1.6)
Adjustment of deferred taxes oo cancelled nuclear unit - 2.7

E Reversal of deferred taxes - settlement agreement (13.0) (19.6) (11,5)

- Federal tax henefit of mandated payments from settlement agreements - (6.2) {(3.3)

: Other 0.4 0.9) (1.4)

:1 » Fltective tax rate 23.4% 8. 7% 16.5%

r

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

| The existing fuel storage facility at Pilgrim Station includes sufficient room tor spent nuclear fuel generated through carly 1995,
We hase a request for a license amendment pending before the Nuclear Regulatory Commission (NRC) to allow modification of
the starage facility to provide sufticient room for spent nuclear fuel generated through the end of Pilgrim’s operating license in
2012, The NRC is reviewing our request and we expect approval in 1994 At that time we will mitially modity the facility to pro-
vide spent tuel storage capacity through appru\mnawl\ 2003, It is the ultimate responsibility of the United States De partment ol
Energy (DOE) to permane n(l\ dispose of spent nuclear fuel as required by the Nuclear Waste Policy Actof 1982, We currently :
pay a fee of §1.00 per net megawatthour sold from Pilgrim Station generation under a nuclear fue | dupmal contract with the
' DOE. The fee is collected from customers through fuel « harges,
When Pilgrim Station's operating license expives in 2012 we will be required to decommission the plant, During rate pro-
ceedings we provided our regulators a 1991 study documenting a cost of $328 million to decommission the plant. The study is
hased on the “green tield” methad of decommissioning, which provides for the plant site to be completely restored to its original
state. We are expensing these estimated decommissioning costs over Pilgrim’s expected service life. The 1993 expense ol approx-
imately 13 million is included in depreciation expense on the consolidated income statements. We receive recovery of this
expense from charges to our retail customers and from other utility companies and municipalities who purchase a contracted
amount of Pilgrim’s clectric generation. The tunds we collect from dec ommissioning charges are deposited in an external trust ‘j
anl are restricted so that !h() may only be used tor decommissioning and related expenses. The net carnings on the trust funds,
which are also restricred, inorease the nuclear decommissioning tund balance and nuclear decommissioning reserve, thus reducing
the amount to be collected from customers. The 1991 decommissioning study has been partially updated for internal planning |
purposes to evaluate the potential financial impact of long term spent fuel storage options resulting from delays in DOE spent fuel
removal on the estimated decommissioning cost. The partial update indicates an estimated decommissioning cost of approximately |
$400 million in 1991 dollars based upon a revised spent fuel removal scheduls and utilization of dry spent fuel storage technology.
. We will continue to monitor DOE spent fuel removal schedules and developments in spent fuel storage technology along with
their lmpdtt on the da ummlwumnj estimate
We are also an investor in twa other domestic nuclear units. Both of these units receive through the rates charged to their
customers an amount to cover the estimated cost to dispose of their spent nuciear fuel and to retire the units at the end of their
usobul lives,
We presently dispose of low -level radioactive waste (LLW) generated at Pilgrim Station at icensed disposal facilities in
Barnwell, South Carolina. Ay a vesult of developments which have occurred pursuant to the Low-Level Radioactive Waste Policy
Amendments Act of 1985, our continued access to such disposal facilities has become severely limited and significantly increased in
cost. We have access to the South Carolina site through July 1994, but do not presently believe that disposal site access will be pro.
vided after that date. Although legislation has been enacted in Massachusetts rutahhshmg a regulatory method for managing the
state’s LEW including the possible siting, licensing and construction of a LEW disposal Lmht\ within the state, it appears unlikely
that such a facility will be constructed in a timely manner, Pending the construction ot a dl'(p()hal facility within the state or the
adaption by the state of some other LEW management method, we continue to monitor the situation and are investigating other
available aptions, including the possibility of on-site storage.

Note E. Cancelled Nuclear Unit |

In May 1982 we began to expense the cost of our cancelled Pilgrim 2 nuclear unit over approximately eleven and one-half years in
accordance with an nr(lvr received from state regulators. We did not expense any of these costs in 1993, Instead, the remaining
balance of approximately §19 million at Dece anber 31, 1993 and 1992 will be cxpvmul in 1994 and/or 1995 as approved by our
state rcgul.unr.\ in our 1992 settlement agreement.
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Note F. Capital Stock and Indebtedness

Capital Stock

December 31,
(dallars in thousands, excep . per share cmounts) 1993 1992 199]
Common stock equiis:
Common stock, par value i per share, 100,000,000 shares authorized;

45,129,227, 44,763,055 and 42,047,356 shares issued and outstanding $ 45,129 5 44 763 5 42,047
Premium on common stock 612,653 602,196 536,567
Retamned earnings 218,292 192 948 174,477
L b e R IS IS T il g

Total common stock equity $ 876,479 S 340 312 § 753,496
Cumulative preferred stock:
Par value $100 per share, 2,410,000 shares currently authorized; issued and outstanding:
Non-mandatory redecmable series;
Current Shares erlunpllun
_ Series Outstanding Price / Share -
4.25% 180,000 §103.625 A 18,000 s 18,000 5 18,000
478" 250,000 $102.800 25,000 25,000 75,000
7.75% 400,000 40,000 0 0
8. 25% 400 000 10,000 40 000 0
8.88% 0 0 40,000 40,000
" Jotl non-mandatory redeemable series $ 123,000 s 123,000 5 83,000
Mandatory redeemable series:
Current Shares
e Outsadieg 0 0 )
7.27% 480,000 S 48,000 S 48,000 $ 50,000
K00 500,000 50,000 50,000 50,000
Total mandatory redeemable serics 98,000 98,000 100,000
Less: duc within one year 2,000 0 0
Total m.\n«htnr} redeemable series, net o S 96,000 b 98,000 K 100,000
Cumulative preference stock:
Par value $1 per share, 8,000,000 shares authorized; none currently issued and outstanding
Non-mandatory redecmable series:
$1.46 series S 0 S 0 S 2,675
Premium on $1.46 series 0 0 35,658
e Total preference stock S 0 & 0 s 38,333
Dividends Declared per Share
Common stock S 1.715 5 1,655 § 1.595
Preferred stock:
4. 25% series S 4.2583 S 4.250 $ 4,250
4. 78% sories 4.785 4,780 4,780
7.27% series 7.270 7.270 7.2700
7.75% series 5.707 0
8.00% series ¥.000 8 000 1.3
8. 25% series 8.250 5.278
B 88% series 2,220 X 880 5.880
Preference stock:
ST 46 series 5 (1] Y 0,365 3 | 460
Stated rate auction preterence stock 0 0 6,900
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Indebtedness

December 31,

fdoliars in thtnsands) 1993 1992
Long-term debt:
First morigage bonds:
Interest
Series Rate Maturity
SR $.750% 1995 0 s 25,000
j 6.125° 1997 0 40,000
K 6,875 1998 0 50,000
L 9,000%, 1999 0 50,000
M 9.375% 2000 0 60,000
N 8. 125% 2001 0 75,000
5 Variable 2002 25,000 25,000
Q 9,750% )3 0 59,375
K 10.950% 0 44 250
p 9.250%% 0 60,000
U 10,.250% 2014 15,000 15,000
W 9, 500% 2016 0 135,000
T Total first mortgage bonds i T 40,000 638,625
Less: due within one yvear 0 6,800
T Total first m:r_;-gd}:v bonds, net 40,000 S 631,825
Sewage facility revenue bonds 36,300 $ 36,300
Less: funds held by trustee 3,803 12,052
’_"m'"_ﬁ)il_i-_@gfl;:'iﬁ: revenue b aet s 32497 5 24,248
Debentures:
8. 875%, due 1995 100,000 $ 100,000
5.125%, due 1996 100,000 0
5.700%, due 1997 100,000 0
5.950%, due 1998 100,0C9 0
6.800%, due 2000 65,000 0
6.050%. due 2000 100,000 0
6.800%, due 2003 150,000 0
9 875%, due 2020 100,000 100,000
9.375%, due 2021 125,000 125,000
8.250%, due 2022 60,000 60,000
7.800%, due 2023 200,000 0
"~ Total debentures o 1,200,000 5 385,000
Linsecured medium -term notes 0 H 50,000
Short-term debt:
Notes p-j}.ll)lc-
Bank loans 106,501 $ 162,500
O} phpés . : L - e LEALL
Tutal notes pavable 204,151 § 275,500
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| 1. Common Stock :
4 Since December 31, 1990, we issued the following shares of common stock. :
:
Number Tonal Premium on '
| {in thousands) . ol Shares Par Value  Common Stock
Balance December 31, 1990 IRO98 s 194993 8 314,822
Dividend reinvestment plan 449 2,181 6,544 '
Change in par value of common stock 0 (157,727) 157,727
New issue (b} 2,600 2,600 57,174 |
_ Balance December 31, 1991 42 047 42,047 536,567 :
Dividend remvestment plan 416 416 9 658 ,
New issue (¢ 2,300 2,300 55,971 ‘
Balance December 31, 1992 44,763 44,764 607,196 .
Dividend reinvestment plan (d 66 366 10,457 '
Balance December 31, 1993 45,129 8 45,129 S 61}..2.53 '
(a) In November 1991 our Articles of Organization were amended 10 increase authorized comman stock lrom 50 million 1o 100 million shares and reduce

the par value from 85 to §1 per common share
() We nsed the net proveeds of the 1991 common stock issuance to retive $55 millior of Series X, 1 1% first mongage tseaniely,
() Wi used the net proceeds of the 1992 cammon stock isstance to reduce short-torm debt
)y At December 31, 1993, the rematsiong suthorized caommon shares reseeved for future issuance under the Dividend Reinvestment and Common Stock

Purchase Plas were 815,170 shares

2. Cumulative Non-Mandatory Redeemable Preferred and Preference Stock

In June 1992 we issued 400,000 shares of 8.25% cumulative non-mandatory redeemable preferred stock at par, The stock is
redeemable at $100 per share plus accrued dividends beginning in June 1997, These shares were sold i the form of 1.6 million
depositary shaves, cach representing a one fourth interest in a share of the preferred stock. We used the procecds ol this issue to
fully vetire the 31.46 series cumulative non-mandatory redeemable preference stock,

In May 1993 we issued 400,000 shares of 7.75% cumulative non-mandatory redeemable preferred stock at par. The stock is
redeemable at $100 ner share plus accrued dividends beginning in May 1998, These shares were sold in the form of 1,6 million ‘
depositary shares, cach representing a one-fourth interest in a share of the preferred stock. We used the proceeds of thix issue to ‘
fully retire the 8, 88% series cumulative non-mandatory redeemable preferred stock.

3. Camulative Mandatory Redeemable Preferred Stock
The 480,000 shares of our 7,27 sinking fund series cumulative preferred stock are currently redeemable at our option at
$104,36. The redemption price declines annually cach May to par value in May 2002, In May 1993 the stock became subject to
sinking fund requirements to retire 20,000 shares at $100 per share plus accrued dividends each vear through May 2002, In 1992
we purchased 20,000 shares at a discount on the open market which satisfied the mandatory sinking fund requircment for May
1993, Beginning in 1993, w.- have the non« umulative option each May to redeem additional shares, not to exceed 20,000, for the
sinking fund at $100 per share plus acerued dividends.

We are not able to redeem any part of our 500,000 shares of $100 par value 8% series umulative preferred stock prior to
December 2001, The entire series is subject to mandatory redemption in December 2007 at $100 per share, plus acerued dividends.

4. Long-Term Debt
Substantially all our property, plant, equipment, materials and supplies are subject to lien under the *erms of our Indenture of
Trust and First Mortgage dated December 1, 1940, and its supplements. Currently only the outstandin,* Series S and U first mort-
gage bonds are subject to the terms of the indenture.

The aggregate principal amounts of our first mortgage bonds, debentures, and sewage facility revenue bonds cncluding sinklng
fund requirements) due in 1994 and 1995 are $0 and $100.6 million, respectively, and $101.6 million per year in 1996 thmugf 1998
: Owr first mortgage bonds, Series S, adjustable rate due 2002, paid interest at 9.2% per year for the period January 15, 1993
through January 14, 1994, The rate is adjusted annually and is based upon the ten-year constant maturity Treasury rate as published
by the Federal Reserve Board. The interest rate for the period January 15, 1994 through January 14, 1995 is 8.2%.

ln September 1992 we issued $60 million of 8.25% debentures which mature in September 2022, The debentures are
redoemable at prices decreasing from 103.78% of par beginning in September 2002, to 100% of par beginning in September 2012,
We used the net proceeds from the sale to reduce short-term debt. In October 1992 we redeemed the remaining balance of §45
million Series X first mortgage bonds,
» In February 1993 we issued 865 million of 6.8% debentures due in 2000, We used the proceeds of this issue 1o reduce
short-term debt. These debemures are not redeemable prior to maturity
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In March 1993 we issued 5650 miblion of debentures and used the procecds o retire ten of twelve outstanding series of first 1

ﬂ ‘ mortgage bonds and reduce shortaerm debt. The debentures were issiued in five separate series with interest rates ranging from .
fﬁ 5. 125% 1t 7.8% and maturing between 1996 and 2023, The 5 1/8% debentures due 1996, 5. 70% due 1997, 5,95% due 1998 !
{‘ : and 6 80% due 2003 are nat redeemiable prior (o maturity. The 7. 80% debentures due 2023 are first vedeemable in March 2003 at 1
o a redemption price of 103 73%. The redemption price decreases annually each March to par value in March 2013 There is no i
i sinking fund requirement tor any series of the debentures, 1
: In Auguist 1993 we issued 5100 mitlion of 6 05% debentures due in 20000 We used the proceeds from this sale to reduce 1'
{ shortteri debr. These debentures are not redeemable prior to matarity and have no sinking fund requirements, "
[. We redeermed $50 million of ® 65" medivm term notes in Septeraber 1992 and $50 million of 9.75% mediam term notes |
] I September 1993 J
2
L' 5. Sewage Facility Revenue Bonds !
In December 1991, Harbor Electric Energy Company (HEEC), a wholly owned subsidiary, issued 336, 3 million of long term :
: sewage facility revenue bonds. The bonds are tax-exempt, subject to annual mandatory smluns fund redemption requirements and f
; mature 0 the years 19952015 Fhe weighted average interest rate of the honds bs 7 3%, A portion of the procecds from the ]
i bands was used to retire 521 million of shortderm sewage facility revenue bonds at maturity. The remaindor of the proceeds, E
“ which is on deposit with the trustee, s being used o linance the construction of HEFC's permanent substation located on Deer |
E Iland (in Bostan Harbor s and 1o fund an amount which must remam m veserve with the trustee, I HEEC should have msulficient l

fands 1o pay certan costs on g timely basis or be unable to meet certain net worth requirements, wet would e rrquin‘rl to make
: additional capital contetbutions or loans 1o the subsidiary up to a rasimum of $7 million. ]

6. Short-Term Debi
Wo have arvangements with certain banks to provide shortterm eredit on both a committed and an uncommirted and as available
hasis. We currontly have suthority tossue up to 3 850 million of shartterm debt.

We have a 8200 million revolving crediv agreement with « group of banks, This agreement is intended to provide a standby
sourve of short werm borvow s Under the terns of this agreement we are n‘cluin‘(l Lo nairtain 4 commaon vquily ratio of not
loss than 309 avall thmes, Commitment lees must be paid on the unused portion of the total agreement amount

information regarding our short term borrowings, comprised of bank loans and commercial paper 1s as tollows;

: ((.uv\lulml\ ol I‘l | FTe 1 L y = L ] E ; '99‘ l qu l}".’"

'L Maxtmum short term harrow ings S 320.000 s 314,998 S 324,400

] Weighted average amount outstanding S 220,149 § 233,286 § 221481
\M‘livhn'd average mterest vates, excluding commitment fees 4% 4. 1% 6.4%

? Note G. Fair Value of Securities

The Tollowing methods and assumptions were ased to estimate the fads value of each class of securities for which it is practicable to

estimate the value:

Nudlear decommissioning fund
The tair value of $70.1 million is based an quoted marker prives of seeurities held, §

Cash and cash equivalents
The careving amount of $3.8 million approximates fair vale due to the short-tecm natore of these securities,

Mandatory redeemable cumulative preferved stock, first mortgage bonds, sewage facility revenue bonds and debentures
The fair values of these securities are based upon the quated market prices of similar ssues. Careving amounts and fair values as of
December 31, 1993 are as follows )

Carrying Fair

(i theusands) Amount Value

Mandatory redeemable cumulative preferved stock T T e80000 8 105,935
i First mortgage bonds 40,000 44,132 ﬂ
. Sewage facility revenae bonds 36,300 40,528 |
| Debentures , 1,200,000 1,237,924 :
] 30 fl
' |

| —%
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Note H. Commitments and Centingencies
1. Capital Commitments
At December 31, 1993, we had estimated contractual obligations for plant and equipment of approximately §71 million.

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

(i thousands)

1994 5 27,375
1995 23,878
1996 21,299
1997 19,217
1998 17,969
Years thereaftey 139 474
T ol s 2492)2

We will capitalize a portion of these fease rentals as part of plant expenditures in the future. Our total expense tor both
lease rentals and transmission agreements for 1993, 1992 and 1991 was $30 million, $30 million and $33.5 million, respectively,
net of capitalized expenses of 35 million, 35 million, and $4.8 million, respectively.

3. Hydro-Quebec

We have an approximately 1% equity ownership interest in two companies which own and aperate transmission facilities to
import electricity from the Hydro Quebec system in Canada, which is included in our consolidated financial statements. As an
equity participant we are required to guarantee, in addition 1o our own share, the total obligations of those participants whe do not
meet certain credit ariteria and are unnp('lmm'd A urdingl_\ At December 31, 1993 our portion of these guarantees was
approximately $22 million.

4. Yankee Avomic Electric Company

I Fehruary 1992 the Board of Directors of Yankee Atomic Eleetric Company (Yankee Atomic) decided to permanently discontin-
e power operation of the Yankee Atomic nuclear generating station and, in time, decommission that facility,. We relied on Yankee
Atomic for less than ane percent of our system capacity.  We have a 9.5% stock investment of approximately $2 million in Yankee
Atamic,

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

Nuclear Insurance
The federal Price Anderson Act currently provides $9.4 billion of financial protection for public lability claims and legal costs
arising from a single nuclear related accident. The first $200 million of nuclear Kability is covered by commercial insurance,
Additional nuclear liability insurance up to approximately $8 8 billion is proy ided by a retrospective assessment of up to §75.5
million per incident levied on each of the 116 units licensed to operate in the United States, with a maximum assessment of $10
million per reactor per accident in any vear. The additional nuclear liability insurance amount may change as new commercial
nuclear units are licensed and existing units give up their ficenses. In addition to the nuclear liability retiospective assessments, if
the sum of all public liability claims and legal costs arising from any nuclear accident exceeds the maximum amount of financial
protection, cach licensee can be assessed an additional five percent of the maximum retrospective assessment,

We have purchased insurance from Nuclear Electric Insurance Limited (NEIL) to cover some of the costs to purchase
replacement power during a prolonged accidental outage at Pilgrim Station and the cost of repair, replacement, decontamination
or decommissioning of our utility property resulting from covered incidents at Pilgrim Station. Our maximuim potential total
assessment for losses which occur during current policy years is approximately $14.6 million under both the replacement power
and exvess property damage, decontamination and decommissioning policies. All companies insured with NEIL are subject to
retroactive assessments if losses are in excess of the total funds available to NFIL. While assessments may also be made for losses in
certain prior pnh('\ vears, we are not aware of any losses i those yoars w hich we believe ~re likely 10 result in an assessment.
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6. Litigation

In March 1991 we were named in a lawsuit alleging diseriminatory employment practices under the Age Discrimination in
Emplovment Act of 1967 concernmg 46 emplovees affected by our 1988 reduction in force, Legal counsel is vigorously defending
this case. Based on the information preseotly avatlable we do not expect that thas litigation or certain other legal marters in which
we are currently involved will have 4 material pmpact on our financial condition. However, an unfavorable decision ordered against
us could have a material impact on quarterly carnings.

7. Hazardous Waste

State vegulations revised in 1993 cequire that propertios where releases of hazardous materials ocourred in the past be further
cleaned up according to a timetable developed by the Massachusetts Department of Environmental Protection. We are currently
evaluating the potential costs assactated with the cleanup of sites where we have been identified as the owner or operator. There
are uncertaintios associated with these ™ stenitial costs due to the ¢ »mpk'(ilu-\ ol rlr.mup h‘t'huulug_\, rrg\ll.’olnr}‘ n-qui.mmmn and
the particular characteristics of the different sites. We also continue to face possible lability as a potentially responsible party in
the cleanup of cortam other multi-party hazardous waste sites in Massachusetts and other states. At the majority of these other
sttes we are one ol many |u'|vmi.\“\ n'spunxihh' |‘mrlia~\ and our .lnc-gwl share ol the respe mxib.lﬂl\ is a small pereentage. We do not
expect any of our potential Cleanup Habilities to have a materal impact on financial condition, although provisions tor ceanup costs
coukl have a material impact on quarterly carnings.

Note | Pensions, Other Postretirement and Postempioyment Benefits

L. Pensions
We have a noncenteibutory funded retiement plan, with certain features that allow voluntary contributions, Benclits are based
upon an emplovee's vears of service and compensation during the last years of employment. Our funding policy is to contribute
cach VEAr an an wint that s not fess than the minimum I'cqulrnl contribution under tederal law or gl'mlvr llmll the maximum tax
desluctible amount, Plan assets are primarily equities, bonds, insurance contracts and real estate

Net pension cost included the tollowing components;

Uit "ul\l\r\hl‘” 1993 1992 1991
Current service cost - benedits earned e e e e, ll,i‘T O Nh'l‘(_)_,b_ﬂ'iﬂ L e m
Interest cost on prioje ted benetit ulnhg.mum 33,181 32,287 29,817
Actual return on plan assets (44,470) (23,281) (60,871
Net amortization and defer ml 8,528 {(13,549) 26,811
T Netpenslon cost 0 IR T R R
@ haccordance with wn agrecment with oot state regilators, wo deferved oo et pension costs i exvess of the annual fanding amounts and will recover

these vosts from custamers aved time . Nef peribon costs vecorded as ¢ sponae wore approximately 5 nsilion in 1998 and SO i 1992 qndl 19%)

We used the lollowing assumptions for calculating pension cost

1993 I""“ 1991
Discount rate . LT TR T T RSy 0%
Expected fong term rate of return on assets 10.00%, 10 00" 10.00%:
Lumpx NSALON WCFease cate 4.50%, 4.50% 4 50%

N V- —— ke pmhilbyie - - v e S SO S OV —

We « h.mg« d aur dtsmmn rate Amumpum. 1 7 (l"w. hn vale ulmm;‘ pension cost ellective January 1994,
e plan's funded status st December 31, 1993 and 1992 was as follows

(it thowsands) 1993 1992
Actuarial [m sent vahie of benehit nhhulum& AT A ] O P Rl T L
Accamulated benetit obligation, e ludmh vested benelits of $384, 150 and $322 836 S 400,895 5 339,035
PTan assets at fair valoe S Im} 5 38‘;,31)7
Projected obligation for service rendered todate Lﬂﬁ&)_vﬂm»ﬂﬁﬂ)
Projected benefit nl\h“!mn W oxcess of pl.m assets (115,428) (25,905)
Untecognized prior service cost 8,139 8817
Unrecognized net (gain) loss 75,352 (6,810
Umecoghized et otiigation e L B 0 Rse

Net pension ltabiliey b (22,‘”5) 5 (13,032)

We nsed the following assumptions for caloulating the plan's year-end funded status,

1993 1992

Discount rate T oyt e e g oy TS ey il i A
‘._lvl‘llﬂ_*f“}ls.lflinﬁ‘l'l fncrease rate !.S'(!“@ I 4,509,
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2. Other Postretivement Benefits
n addivion to pension benefits, we also currently provide health care and other benefits to our retired employees who meet certain
age and years of service eligihility requirements. Filective January 1993 we adopted Statement of Financial Acconnting Standards
No. 106, Emplover's Accounting tor Posteetirement Benefits Other Than Pensions (SEAS 106). This requires us to record a liabili
ty during the working years of employves for the expected costs of providing their postretivement benelits other than pensions
(PROPs). Prior to 1993 wur policy was to record the cost of PBOPs when paid. Our transition obligation on January 1, 1993 was
approximately S 183 million, which we elected to recognize over 20 vears as permittod by SFAS 106, Our total cost of PROPs
under SFAS 106 in 1993 was approximately $28 million, an increase of approximately $18 million over costs incurred under oar
prior method of sccounting for PBOPs. Our 1992 settdement agrecment provides us with a phase in of a portion of the increased
costs and allows us to defer the additional costs in excess of the phase in amounts to the extent that we fund an external trust, In
December 1993 swe deposited $18 million on a tax deductible basis into external trusts for the pavment of PBOPs. Accordingly, in
1993 we recorded an expense of approxtmately $ 16 million, reflecting the amount of cost recovery from customc s, and deferred
appmnm.url) 512 mllion for future recos ery. We v.lpltdh‘ic‘(l approx mately 197 of these costy,

Pastretivement henefits cost consisted of the fallowing in 1993

iy thosarmls

i G e e POty i S i by s b e G e o e

Current service cost - benchits carted . . S 4,351
lterest cost on transition obligation 14,286
Atnartization of transition obligation 9,151
TNt postretivement benebtscost o s 27,788

We nsed an 8 0% weighted average discount rate and 4,5% rate of compensation increase assumption for xaivuh!ing the tran-
sition obligation and the 1994 postretirement benefits cost. Our expeoted Tong term rate of return on assets is 9.0%. We also
assumed o 12 5% health care cost trend rate. Efective Jantary 1, 1994 we changed the discosnt and health care cost trend rates to
7.0% and B.0%, vespectiy rl}, in order to move accurately estimate our luture henelit payments, The health care vost trend rate is
asswned to decrcase by one percont cach vear 1o 5% in 1998 and years therealter. Changes in the health care cost trend rate will
altect onr cost and obligation amounts. For example, a one percent inerease m the rate would increase the total service and interest
costs i 1993 |') appre sximateh 16% and would increase the acoumulated nhlig.ltiun at December 31, 19913 b). appruximau‘l_\‘ | 3%,

The postretivement benelits pregram’s funded status at December 31, 1993 was as follows:

i thesisa nuln

Trust assets at Lair value 5 18,016
Acenmulated shlhigation lor service rendered to date feom

Retivees 5 (75, 216)

Active « mplmnw ('liull le to vetire (64 8§80y

Active emplovees not thleh R T el it WP I T (73,28%) {213,381)
Accumulated benefit HMILMN i excess ol trust assets (195,165)
Unrecogizod loss 21,497
Unrecognized net obligation L 3, Tt L S S b Y 1 19 3 173,868

Net pusteetizement benelits 'mlnlm 5 0

Ihe trust assets consist of money fnarket funds ar December 31, 1993,

3. Postemplovment Benefits

Stateinent of Financial Aceounting Standards No, 112 Ij|11;)l(;}\-rs' Accounting for l"us(vmpluynwm Benefits, will be elfective tor
the first quarter of 1994 This statement will require us to record a liability computed on an actuarial basis for the estimated cost of
providing postemploviment benefits. Postemployment benefits provided to former ar inactive employees, their beneficiaries and
coverve dependents imclude salary continuation, severance henefits, disabilivy-related benefits (including workers” compensation),
job training and counseling and continaation of health care and life insurance coverage, We currently recognize the cost of these
benefits primarily as claims are paid. We do not anticipate o material effect on net income from .lduplmg this statement,

Note J. New Accounting Pronouncement

We will adopt Statement of Finandal Accounting Standards No. 115, Accounting for Certain Investments in Debt and Lquity
Securitics, in the first quarter of 1994, This statement may require us 1o classify the investments in our s uclear decommissioning fund
om our consolidated balance sheet based on how long we intond to hold the individual securities, These investiments may be classified
as "available for sale” and we may also be reguired to report any unrcalized gains ane Josses on the investments as a separate component
ot sharcholdors” oty We o nint ('\pt‘('l the .arluplmn of this statemnein to have a material effect on sharcholders’ oqui‘t)‘.
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Note K. Long-Term Power Contracts




To the Stockholders'and Directors of Boston Edison Company
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Selected Consolidated Financial Statistice (Unaudited)

Quarterly Financial Data

Quarterly Stock Data
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“Selected Consolidated Operating Statistics (Unaudited)




Selected Consolidated Sales Statistics (Unaudited)
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Selected Consolidated Financial Statistics (Unaudited)
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Dividend Reinvestment Plan

Cur Dhividend Remyvestment and Common Stock Purchase Plan (the l’l ) s available to o

i commeaon and lu:!x rred stockholders
Under the plan, common and preferred stockholders may have their dividends reinvested in our common stock at current market
prices, All participants may invest optional cash contributions up te a maximum of §5,000 per quarter, which will be invested at
the current market price. Participants do not pay lees or commissions

A rocordholders of shares of common and preterred stock are eligible to participate directly in the plan. Benelicial owners

MTICN .vaa ’ilm 'ln rown (e.g.,  broker or bank nOMmnee ) must arrang |:A||!l‘ l;ul\.m

ol our stock whose AT es are n_»]xhlmlmza
with the recordholder. If for any reason a beneticial owner is unable to arrange participation with their broker or bank nominee,
.

they must become a recardholder by having the shares transterred to their own name

A corre 5P mdence concerming changes in plan owner hip should be directed to the i\lm gent

I'he First National Bank of Boston
Dividend Reinvestment Unit

Mail Stop: 45-01-06

P O, Box 1681

Boston, Massachusetts 0210516581

important Stockholder Information

Annuar Meeting SEC Form 10-K

Our Annual Meeting ol Stockholders will be held on April 22 Sockhalders may obtain a copy of our annual report to the
994, at 11:00 a.m. I you wish to receive a capy of Berni Securities and Exchange Comnission on Form 10-K by mak
Rezgnicek s remarks, please write to our Investor Relations ing a writter west to our Investor Relations [ partment
department at the General Othices address listed below

Departn " in NAELS : Quarterly Report to Sharcholders

(mnp.\ny Contact Benelicial owners of our stocks whose shares are re gist red in

Iheodara Convisser armes other than their own (e.¢., a broker or bank nominee)

Cleik of the Corncratios may obtain copies af our Quarterly Reports to Sharcholders

f

L i an on-going basis by llmL:H;' P WIritten re e st to our
Investor Relations Contact

nvestor Relations Department to be placed on their mailing

Dan Desjardin ist. Note that the Annual Report will continue to be mailed
!

Director, Iinvestor Relation to benefictal owners directly by their bank or brokes
General Offices Inquiries Concerning Stoc k

§ IF vou have (uestions concermng voul dividend pavii nts, divi
RO Boviston Street. Boston, Massachusetts 0O 19 86i() 2

dend direct deposit, dividend reinvestment N.m status, trans
;
y | MUH)

{04 ter procs dures or other stock account matters, lrl« ase contact
Stock Listings our Stock Transter Agent at the following address
New York and Boston stock exchar

The First National Bank of Boston
Sharcholder Services Division

Bl Mail Stop: 45-02-09

Dividend Payment Dates P O. Box 644

Boston, Massachusetts 02102-0644

Stock Symbol

Common and Preferred

1 | t \f May i N ove b
Ist of February, May, Augu (PERmDEY If you are submitting documents requesting a transfer, address
Tax Status of 1993 Diy i(l('l\(l\ change or account « :u!|~ui||!.mun, lrin ase use this same address with
I 1 ) . y Mail \'(IPZ 450105, 1 vou would like 1o contact the bank by
Grenerally, unless vou are subsjoeot criain exemptions, 11

BluiBands st shr.comitnnn tir arilorrsd took: are i 5 ol '-i:{:!l-:lu call 617-575-2900 or toll-free 1-800-442-2001

eredd 1009 taxable

Stock Transfer Agent, Registrar of Stock and
Dividend Reinvestment Plan Agent

e First National Bank of Bostor

L)






SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934 [FI'E REQUIRED]
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EXCHANGE ACT OF 1934 [NO FEE REQUIRED)]
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reports), and {2) has been subject to such filing requirements for the past 90 days. YES X NO__

The aggregate market value of the voting stock held by non-affiliates of the registrant as of February 28, 1994 computed by
reference to the last reported sale price of the common stock, $1 par value, of the registrant of the New York Stock Exchange composite
tape on that date: $1,220,739 336.

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

Class Ouistanding at February 28, 1994
Common Stock, $1 par value 45,212,568 shares

DOCUMENTS INCORPORATED BY REFERENCE

Part  Document
IH Portions of definitive Proxy Statement dated March 17, 1994 for Annual Meeting of Stockholders to be held April 22, 1994,

Exhibit list appears on page 51.



Boston Edison Company

Form 10-K Annual Report

December 31, 1993

Part 1 Page

Item 1. Business V4

Item 2. Properties and Power Supply 10
Item 3. Legal Proceedings 13
Ttem 4. Submission of Matters to a Vote of Security Holders 13

Part 11

[tem 5. Market for the Registrant’s Common Stock and Related
Stockholder Matters 17

Item 6. Selected Financial Data 18
Item 7. Management’s Discussion and Analysis 19

Item 8. Financial Statements and Supplementary Financial
Information 28

Item 9. Changes in and Disagreements with Accountants on
Accounting and Financial Disclosure 48

Part 111
Item 10. Directors and Executive Officers of the Registrant 48 |
Item 11. Executive Compensation 48 ?

Item 12. Security Ownership of Certain Beneficial Owners and j
Management 49 |

Item 13. Certain Relationships and Related Transactions 49 t
Part IV
Item 14. Exhibits, Financial Statement Schedules and Reports on

Form 8-K 50



Ty —

Part 1

Item 1. Business
(a) General Development of Business

Boston Edison Company (the Company) is an investor-owned regulated
public utility incorporated in 1886 under Massachusetts law. The Company
operates in the energy and energy services business, which includes the
generation, purchase, transmission, distribution and sale of electric energy
and the development and implementation of demand side management (DSM)
programs.

In 1993 the Company established an unregulated subsidiary known as the
Boston Energy Technology Group (BETG) following approval from the
Massachusetts Department of Public Utilities (DPU). The Company was granted
authority to invest up to $45 million in tiiis wholly-owned subsidiary over the
next three years. BETG will engage in demand side management, electric
transportation and electric generation and distribution activities through its
wholly-owned subsidiaries Ener-G-Vision, Inc. and TravElectric Services
Corporation. In January 1994 BETG acquired a substantial majority interest in
the assets of REZ-TEK International, Inc. The new entity, REZ-TEK
International Corporation, will continue the business of manufacturing ozone
water treatment systems. The Company does not currently have a substantial
investment in BETG and does not expect the subsidiary to significantly impact
the results of operations in the next several years.

(b) Financial Information about Industry Segments

The Company operates primarily as a regulated electric public utility,
therefore industry segment information is not applicable.

(c) Narrative Description of Business
Principal Products and Services

The Company supplies electricity at retail to an area of approximately
590 square miles encompassing the City of Boston and 39 surrounding cities and
towns. The population of the area served with electricity at retail is
approximately 1.5 million. In 1993 the Company served an average of
approximately 651,000 customers. The Company alse supplies electricity at
wholesale for resale to other utilities and municipal electric departments.
Revenues by class for the last three years are as follows:

1993 1992 1991

Retail electric revenues:
Commercial 49% 47% 47%
Residential 27% 26% 26%
Industrial 10% 10% 10%
Other 2% 4% 5%
Wholesale and contract revenues 2% 13% 12%




Sources and Availability of Fuel

The Company’s generating units, other than Pilgrim Nuclear Power
Station, are fueled by oil, natural gas or both. The Company’s generation by
type of fuel and the cost of fuel for each of the last five years are as
follows:

Percentage of Company Average Cost (Dollars per Miliion)
__Generation by Source (%) . . :
o ...1993 1992 1991 1990 1989 1993 1992 1991 1990 1989
01l 31.3 33.7 42.8 33.6 53.7 2.38 2.40 2.60 2.76 2.67
Gas 24.3 25.7 24.9 33.3 131.7 2.67 2.55 2.08 2.35 2.34

Nuclear _44.4 40,6 32.3 331 14.6 051 05 056 05 05

The majority of the Company’s residual oil purchases consists of
imported oil acquired primarily from international suppliers. The Company has
contracts with major oil companies that can supply most of its estimated
requirements, assuming no major discuptions in oil producing regions. Within
contract provisions, the Company has the ability to purchase significant
amounts of oil in the spot market when i% is economical to do so.

Most of the Company’s natural gas is supplied on an interruptible basis
whereby a contract permits interruptions in deliveries by the supplier when
natural gas pipeline capacity is unavailable. Deliveries of natural gas to
the Company’s generating units from suppliers may also be dependent on the
availability of pipeline capacity to the New England region and competitive
forces prevailing in the pipeline industry. Beginning in April 1995 the
Company will be required to operate New Boston Station using exclusively
natural gas as fuel, except in certain emergency circumstances, as part of a
1991 consent order from the Massachusetts Department of Environmental
Protection (DEP). The Company has arrangements for a nine month supply of
natural gas to the station until April 1995 and is currently in the process of
negotiating with suppliers and transporters concerning the economics and
availability of natural gas to the station on a year-round basis after that
time. Year-round gas supplies are currently not available to the station and,
as a result, the outcome of the Company's negotiations with natural gas
suppliers and transporters and the impact on the operation of New Boston
Station are uncertain.

In order to obtain nuclear fuel for use at Pilgrim Station the Company
must obtain supplies of uranium concentrates and secure contracts for these
concentrates to go through the processes of conversion, enrichment and
fabrication of nuclear fuel assemblies. The Company currently has contracts
for supplies of uranium concentrates and the processes of conversion,
enrichment and fabrication that will individually allow cperation of Pilgrim
Station through 1998, 2000, 2001 and 2012, respectively.

Franchises

Through its charter, which is unlimited in time, the Company has the
right to engage in the business of producing and selling electricity, steam
and other forms of energy, has powers incidental thereto and is entitled to
all the rights and privileges of and subject to the duties imposed upon
plectric companies under Massachusetts laws. The locations in public ways for

3



the Company’'s electric transmission and distribution Tines are ubtained from
municipal and other state authorities, which in granting these locations act
as agents for the state. In some cases the action of these authorities is
subject to appeal to the DPU. The locations are unlimited in time, but their
rights are not vested and are subject to the action of these authorities and
the legislature.

Seasonal Nature of Business

The Company’s kWh sales and revenues have historically been less in the
spring and fall than during winter and summer as sales tend to vary with
weather conditions. In addition, the Company bills higher base rates to
commercial and industrial customers during the billing months of June through
September as mandated by the DPU. Accordingly, a significant portion of
annual earnings occurs in the Company’s third quarter. See Selected
Consolidated Quarterly Financial Data (Unaudited) in Item 8.

Working Capital Practices

The Company has nc special practices with respect to working capital
that would be considered unusual for the electric utility industry or
significant for the understanding of the Company’s business.

Customer Dependence I
No material portion of the Company’s business is dependent upon one or a
few customers.

Government Contracts

No material portion of the Company’s business is subject to
renegotiation or termination of government contracts or subcontracts.

Competitive Conditions

The Company is experiencing a substantial increase in competition from |
other electric utilities and non-utility generators to sell electricity for
resale. In respense to the current environment the Company has secured long-
term power supply agreements with its four current wholesale customers which
set rates principally through the year 2002. The Company also obtained a new
wholesale customer for which it will provide up to 30 megawatts (MW) of
contract demand power for ten years beginning November 1994.

The DPU has created an integrated resource management (IRM) process in
which electric utilities forecast their future energy needs and propose how
they will meet those needs by balancing conservation programs with all cther
supplies of energy. The Company submitted a draft IRM filing in March 1994
that covers the period 1994 through 2004, In this filing the Company
concluded that adequate resources exist to meet customer needs for cont inued
reliable, low cost power through the period without procurement of any new
generation resources. The IRM process requires a settlement period in which
intervenors and other interested parties have the opportunity to review,
comment and request information on the draft filing. Any settlements reached
will be reflected in the Company’s final IRM filing to be submitted in July
1994. Any remaining issues will be litigated at the DPU through formal
proceedings.
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Direct competition with other electric utilities for retail electricity
sales is stil1] subject to substantial limitations, but these lTimitations may
be reduced in the future. The Company and other Massachusetts electric
utilities ars protected in several ways by the DPU and municipal statutes
against other ulilities offering service to retail customers in their service
areas. Another electric utility may not extend its service area to include
municipalities other than those named in its agreement of association or
charter without DPU authorization granted after notice and public hearing.
Also, another company may not obtain an initial location for its lines in a
municipality served by the Company without the approval of municipal
authorities, subject to the right of appeal to the DPU. Additionally, a
municipality may not engage in the electric utility business without complying
with statutes requiring specific city or town approval and the purchase of
Company property within municipality limits.

However, the Company is currently experiencing some forms of competition
in the retail electric market. Current legislation allows industrial and
large commercial customers to own and operate their own electric generating
units, Retail customers may also substitute natural gas or oil for
electricity as fuel for heating and cooling purposes. The Company is
responding tu the current and anticipated competitive pressures with a
commitment to cost control and increased operating efficiencies without
sacrificing quality of service or profitability.

Research Activities

The Company actively participates in several industry-sponsored research
activities. These expenditures, included in other operations and maintenance
expense on the consolidated income statements in Item 8, were not material in
1993,

Environmental Matters

The Company is subject to numerous federal, state and local standards
with respect to air and water quality, waste disposal and other environmental
considerations. These standards can require modification of existing
facilities or curtailment or termination of operations at facilities, delay
construction of new facilities or increase capital and operating costs by
substantial amounts. Noncompliance with certain standards can, in some cases,
also result in the imposition of monetary civil penalties. The Company
believes that its operating facilities are in substantial compliance with
currently applicable statutory and regulatory environmental requirements.

The Company's capital expenditures for environmental purposes during the
five years 1989 through 1993 were approximately $125 million.
Environmental-related capital expenditures for the years 1994 through 1998 are
currently expected to approximate $43 million, including $17 million in 1994
and $9 million in 1995. These amounts exclude costs associated with asbestos
removal which were approximately $11 million during the five years 1989
through 1993 and are currently expected to be approximately $10 million for
the years 1994 through 1998. The 1994 expected capital expenditures for
environmental purposes include costs to complete modifications at New Boston
Station in order to improve air quality and reduce emissions of nitrogen
oxides, as discussed in the Envireonmental section of Other Matters in Item 7,
and to install air monitoring systems at other Company generating units,
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Substantial additional expenditures could be required as changes in
environmental requirements occur.

The Company is subject to regulation by the United States Environmental
Protection Agency (EPA) and the Massachusetts Department of Environmental
Protection (DEP) with respect to discharges of effluent from the Company’s
generating stations into receiving waters. The Federal Clean Water Act and
the Massachusetts Clean Waters Act require the Company to receive permits that
limit discharges in accordance with applicable water quality standards and are
subject to renewal every five years. The Company has received discharge
permits as required by the EPA and the DEP for each of its electric generating
stations.

The Company is also subject to EPA and DEP regulation relative to
emissions from its fossil-fired generating units pursuant to Federal and
Massachusetts clean air laws, including the 1990 Clean Air Act Amendments.
These regulations require the installation of various emissions controls and
the use of low sulfur content fuels in certain cases. The Company’s current
status regarding compliance with DEP regulations and the 1990 Ciean Air Act
Amendments is discussed in the Environmental section in Item 7.

The Company is subject to various federal, state and local laws and
regulations pertaining to the generation, treatment, transportation, storage
and disposal of certain hazardous substances and to the cleanup of locations
where such substances have either been disposed of or spilled. One of the
requirements of these laws and regulations is that certain facilities which
treat, store or dispose of hazardous wastes must be licensed. The only
facility owned by the Company which requires such a license is Pilgrim
Station. Currently Pilgrim Station has received interim status approval for
the treatment and storage of certain wastes that are both hazardous and
radioactive.

The Company has exposure to potential joint and several liability for
the cleanup of sites where hazardous wastes may have been spilled or disposed
of in the past. The Company has been notified of such potential 1iability for
approximately twelve sites, most of which involve numerous parties. Complex
litigation or negotiations among the parties and with regulatory authorities
is in process concerning the scope and cost of cleanup and the sharing of
costs among the potentially responsible parties for several of these sites.
The Company also faces additional exposure for the cleanup of Company-owned or
operated sites due to state regulations revised in 1993. The potential
h:z?rdou; waste 1iabilities are further described in the Environmental section
of Item 7.

The Company currently disposes of lTow-level radioactive waste (LLW)
generated at Pilgrim Station through arrangements with licensed disposal
facilities located in Barnwell, South Carolina. As a result of developments
which have occurred pursuant to the Low-Level Radioactive Waste Policy
Amendments Act of 1985, the Company's continued access to such disposal
facilities has become severely limited ana significantly increased in cost.
See Note D to the consolidated financial statements in Item 8 for further
discussion regarding LLW disposal.

The Company’s existing fuel storage facility at Pilgrim Station includes
sufficient room for spent nuclear fuel generated through early 1995. A
request for a license amendment to allow modification of the storage facilily
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to provide sufficient room for spent nuclear fuel generated through the end of
Pilgrim’s operating license in 2012 is pending before the Nuclear Regulatory
Commission (NRC). The Company expects approval of the request in 1994, At
that time the Company will initially modify the facility to provide spent fuel
storage capacity through approximately 2003. In addition, the United States
Department of Energy (DOE), which is ultimately responsible for the disposal
of spent nuclear fuel as required by the Nuclear Waste Policy Act of 1982, is
currently conducting scientific studies evaluating a potential spent nuclear
fuel repository site at Yucca Mountain, Nevada. The potential site, however,
has encountered substantial public and political opposition and litigativn and
the DOE has publicly stated that it may be unable to construct such a
repository in a timely manner. The Company is unable to predict whether and
on what schedule the DOE will eventually construct a repository and what the
effect will be on the Company.

Published reports have discussed the possibility that adverse health
effects may be caused by electromagnetic fields associated with electric
transmission and distribution facilities and appliances and wiring in
buildings and homes. This topic is discussed more fully in the Environmental
section of Item 7.

Number of Employees

The Company had 4,404 full-time and 14 part-time employees as of the end
of 1993, 2,775 of which are represented by two locals of the Utility Workers
Union of America, AFL-CIO. The current four-year labor contract in effect
with the locals is scheduled to expire in May 1994. Labor contract
negotiations began in early February 1994 and the Company anticipates
favorable resolution of these negotiations.

(d% Financial Information about Foreign and Domestic Operations and Export
Sales

See Principal Products and Services for information regarding the
geographical area served by the Company and revenues by class for the last
three years.

(e) Additicnal Information

Regulation

The Company and its wholly-owned subsidiary, Harbor Electric Energy
Company (HEEC), operate primarily under the authority of the DPU, whose
Jurisdiction includes supervision over retail rates for electricity,
financing, investing and accounting. In addition, the Federal Energy
Reguiatory Commission (FERC) has jurisdiction over various phases of the
Company’s business including rates for power sold at wholesale for resale,
facilities used for the transmission or sale of such power, certain issuances
of short-term debt and regulation of the system of accounts. The Company’s
subsidiary BETG and its subsidiaries are not subject to such regulation.

Recent requirements imposed on the Company by the DPU are discussed
under Competitive Conditions of this item and Non-Utility Generator Purchase
Contracts in Item 2.
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The Company is required to submit to the DPU annual performance
standards applicable to its generating units and other units from which the
Company purchases puwer under long-term contracts. The Company provides
quarterly generating unit performance progress reports to the DPU. The DPU
has the right to reduce subsequent fuel clause billings 1f it finds that the
Company has been unreasonable or imprudent in the operation of its generating
units or in the procurement of fuel.

In 1993 the Company received a generating unit performance order from
the OPU for the performance period November 1990 through October 1991. The
order required the Company to make refunds to its customers due to its not
meeting certain performance standards. A subsequent order was received from
the DPU in February 1994 for the performance period November 1991 through
October 1992. The Company is currently assessing the potential customer
refunds associated with missed performance goals. The Company has not yet
received an order from the DPU for the performance period November 1992
through October 1993. The Company believes that its current provision for
refunds will be sufficient to cover all potential refunds.

The NRC has broad jurisdiction over the siting, construction and
operation of nuclear reactors with respect to public health and safety,
environmental matters and antitrust considerations. A license granted by the
NRC may be revoked, suspended or modified for failure to construct or operate
a facility in accordance with its terms. The Company currently holds an
operating license for Pilgrim Station which was issued in 1972 and expires in
2012.

Continuing NRC review of existing reqgulations and certain operating
occurrences at other nuclear plants have periodically resulted in the
imposition of additional requirements for all domestic nuclear plants,
including Pilgrim Station. NRC inspections and investigations may result in
the issuance of notices of violation. These notices may be accompanied by
orders directing that certain actions be taken or by the imposition of
monetary civil penalties. In addition, the Company might undertike certain
actions in regard to Pilgrim Station at the request or suggestion of its
insurers or the Institute of Nuclear Power Operations (INPO), a voluntary
association of nuclear utilities dedicated to the promotion of safety and
reliability in the operation of nuclear power plants.

Nuclear power continues to be a subject of political controversy and
public debate manifested from time to time in the form of requests for various
kinds of federal, state and local legislative or regulatory action, direct
voter initiatives or referenda or litigation. The Company cannot predict the
extent, cost or timing of any modifications to Pilgrim Station which might be
required in the future as a result of additional regulatory or other
requirements nor can it determine the effect of such future requirements on
the continued operation of Pilgrim Station. The Company continues to evaluate
the operation of the station from the standpoint of safety, reliability and
economics and believes that such continued operation is in the best interests
of the Company and its customers.
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In 1993 the DPU approved a financing plan allowing the Company to issue
up to $1.1 billion in securities through ?994 and to use the proceeds to
refinance long-term securities and short-term debt. See Note F to the
consolidated financial statements in Item 8 for specific information relating
to the Company’s financing activities.

Item 2. Properties and Power Supply
Company-Owned Facilities

The Company’s total insta'led electric generation capacity as of
December 31, 1993 is as follows

Installed
Capacity Year
Unit Location (MW) Type Installed
Pilgrim Nuclear Plymouth, MA 678 Nuclear 1972
Power Station
New Boston Station South Boston, MA 718 Fossil 1965-1967
Units 1 and 2
Mystic Station Everett, MA
Units 4-5-6 469 Fossil 1957-1961
Unit 7 617 Fossil 1975
Combustion turbine Various 239 Fossil 1966-1971

Jgenerators (ten)

A1l of the Company’s steam fossil fuel-fired electric generating units
are located at tide water and have access to fuel oil storage and/or natural
gas or oil pipelines from nearby suppliers.

Tre Company is also a 5.888% joint owner in W.F. Wyman Unit 4. The 619
MW oil-fired unit located in Yarmouth, Maine began operations in 1978 and is
operated by Central Maine Power Company.

Additional electric generation capacity is available to the Comqany
through its contractual arrangements with other utilities and non-utilities
and its participation in the New England Power Pool as further described in
this item.

As of December 31, 1993 the Company’s transmission system was comprised
of approximately 362 miles of overhead circuits operating at 115,000, 230,000
and 345,000 volts and approximately 155 miles of underground circuits
operating at 115,000 and 345,000 volts. The substations supported by these
Tines consist of 42 transmission or combined transmission and distribution
substations with transformer capacity of 10,025 megavolt amperes (MVA), 71
distribution substations with transformer capacity of 1,238 MVA and 18 primary
network units with 88 MVA capacity. In addition, high tension service was
delivered to 231 customers’ substations. The overhead distribution system
covers approximately 4,652 miles of streets and the underground distribution
system extends through approximately 892 miles of streets. HEEC, the
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Company’s reqgulated subsidiary, has a distribution system that consists
principally of a 4.09 mile 115Ky submarine distribution line and a temporary
substation which is located on Deer Island in Boston, Massachusetts,

The Company’s significant items of property consist of electric

enerating stations, substations and certain service centers and are generally
?ocated on Company-owned land, with certain exceptions as set forth in the
Company’s First Mortgage Bond Indenture and its supplements. The Company’s
high-tension transmission lines are generally located on land either owned by
the Company or subject to easements in its favor. The Company’s low-tension
distribution lines and fossil fuel pi?elines are located principally on public
property under permission granted by local or state authorities,

The Massachusetts Energy Facilities Siting Board (EFSB) must approve
Company plans for the construction of certain new generation or transmission
facilities based upon findings that such facilities are consistent with state
public health, environmental protection and resource use and development
policies. The Company currently has no proceedings before the EFSB.

Long-Term Power Contracts

Refer to Note K to the consolidated financial statements in Item 8 for
further information regarding the following contracts. The Company also has
short-term agreements with several other utilities for varying periods for
purchases of system and unit power, for sales of Company system and unit power
and for transmissien services,

Utility Purchase Contracts:

The Company has a contract with a subsidiary of Commonwealth Energy
System and two other utilities in which the participants are sharing in equal
amounts the output of an ofl-fired electric generation plant. The Company 1is
obligated to pay 25% of the unit’s fixed and operating costs plus an annual
return over a period of approximately 33 years for its proportionate share of
generation.

The Company has two long-term purchased power contracts with the
Massachusetts Bay Transit Authority (MBTA) for the availability of two of the
MBTA's jet turbines. The MBTA retains the right to utilize the jets for its
own emergency use and for testing purposes but the Company retains New England
Power Pool credit for their capacity and output.

The Company owns 9.5% of the common stock of Connecticut Yankee Atomic
Power Company, which operates a nuclear generating unit. The Company 1is
entitled to receive 9.5% of the unit’s output and is obligated to pay
Connecticut Yankee 9.5% of its fixed and operating costs plus an annual return
on investment.

The Company currently purchases approximately 500 MW of capacity and
associated energy from non-utility generators. A majority of these purchases
are from Ocean State Power and Northeast Energy Associates. [In 1993 the
L"Energia facility located in Lowell, Massachusetts was declared commercial
and the Company began purchasing electricity from this unit under a
twenty-year agreement. In addition, the Company is purchasing power from two
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small hydro facilities, and began purchasing capacity and energy from the
MassPower facility located in Springfield, Massachusetts in Janucry 1994,

In June 1993 the DPU ordered the Company to purchase 132 MW of power
from Altresco Lynn, LP, an independent power producer, starting as early as
1995. The Company opposes this order since it does not believe it needs any
new power for several years. In July 1993 the Company asked the Massachusetts
Supreme Judicial Coutt to reverse the order. The Court has not yet ruled on
the Company’s request. The Company has supported an appeal filed by other
interested parties of the Energy Facilities Siting Board’s conditienal
approval of Altresco Lynn’s project. In February 1994 Altresco Lynn alleged
that the Company’s actions in opposing the project were improper and that it
may seek to hold the Company responsible for any resulting damages.

Sales Contracts:

The Ccmpany has agreements with Montaup Electric Company, a subsidiary
of Eastern Utilities Associates, and with Commonwealth Electric Company, a
subsidiary of Commonwealth Energy System, under which Montaup and Commonwealth
each purchase 11% of the capacity and corresponding energy of Pilgrim Station
and pay 11% of the unit’s fixed and operating costs plus an annual return.
Montaup and Commonwealth have alse agroed to indemnify the Company to the
extent of 11% each of all loss, ’iability or damage not rovered by insurance
resulting from the operation, c.ndemnation, shutdown or retirement of the
unit, In addition, the Comp2uy has similar agreements with multiple municipal
electric companies for a total of 3.7% of the capacity and corresponding
energy of Pilgrim Station.

New England Power Pool

The Company is a member of the New England Power Pool (NEPOOL), a
voluntary association of electric utilities in New England responsible for the
coordination, monitoring and directing of the operations of the major
generating and transmission facilities in the region. To assume maximui
benefits of power pooling, the electric facilities of all member companies are
operated by NEPOOL as if they were a single power system. This is
accomplished through the use of a central dispatching system that uses the
Towest cost generating and transmission equipment available at any given time.
This operation is the responsibility of NEPOOL’s central dispatch center, the
New England Power Exchange (NEPEX). As a result of its participation in
NEPOOL, the Company’s operating revenues and costs are affected to some extent
by the operations of the other members.

The table below sets forth certain information as of the date of the
Company’s 1993 summer and 1993-1994 winter peak loads:

January 19, 1994 July 7, 1993
(Winter 1993-94) (Summer 1993)
NEPEX utilities installed capacity:
Seasonal maximum rating 25,529 MW 24,368 MW
Seasonal normal rating 25,232 MW 24,160 MW
NEPEX peak load (estimate) 19,422 MW 19,570 MW
Company territory peak load 2,474 MW 2,662 MW
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The Company’s net capacity was 3,663 MW at its summer peak and 3,533 MW
at is winter peak. Its corresponding NEPOOL capacity obligations were
estimated to be 3,190 MW and 3,289 MW, respectively.

In 1983 the NEPOOL participants signed an agreement, known as Phase [,
with Hydro-Quebec of Cancda to provide up to three million MWH of hydro-
electric power annually to NEPOOL from 1986-1997. 1In 1985 a second agreement,
known as Phase II, was made between NEPOOL and Hydro-Quebec to provide an
additional seven million MWH of hydro-electric power annually for ten years.
This agreement required expansion of the existing 630 MW Phase 1
interconnection. The Company a'd other Now England electric utilities entered
into an agreement to expand the interconnection with the Hydro-Quebec system
of Canada to 2,000 MW,

The Phase Il facilities began full commercial operation up to the 2,000
MW level in July 1991. The price of this energy is based on the average cost
of fossil fuel in New England for the previous year. The contract price for
the first five years is 80% of that average, and for the second five years
will 2 95% of that average. The Company receives capacity credit through
NEPOOL for approximately 11% of the generation equivalent of the total
Hydro-Quebec interconnection,

The Company has an approximately 11% equity ownership interest in the
two companies which constructed the Phase Il facilities., A1l equity
participants are required to guarantee, in addition to their own share, the
total obligations of those participants not meeting certain credit criteria.
Amounts so guaranteed by the Company were approximately $22 million at
December 31, 1993.

As a result of the continuing additions to New England generating
capacity and minimally increasing energy requirements, the dispatching of
Company-owned generating facilities by NEPEX may be affected.

Item 3. Legal Proceedings

In March 1991 the Company was named in a lawsuit brought in the United
States District Court for the District of Massachusetts alleging
discriminatory employment practices under the Age Discrimination in Employment
Act of 1967 concerning 46 employees affected by the Company’s 1988 reduction
in force. Legal counsel is vigorously defending this case. Based on the
information presently available, the Company does not expect that this
litigation will have a material impact on the Company’s financial condition.
However, an unfavorable decision ordered against the Company could have a
material impact on quarterly earnings.

See also Item 1, Environmental Matters and Note H to the consolidated
financial statements in Item 8 for a discussion of legal issues involving
hazardous waste sites.

Item 4, Submission of Matters to a Vote of Security Holders

There were no matters submitted to a vote of security holders during the
fourth quarter of 1993,
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Executive Officers of the Registrant

The names, ages, positions and business experience during the last five years
of all the executive officers of Boston Edison Company and its subsidiaries as
of March 1, 1994 are listed below. There are no family relationships between
any of the officers of the Company, nor any arrangement or understanding
between any Company officer and another person pursuant to which the officer
was elected. Officers of the Company hold office until the first meeting of
the directors following the next annual meeting of the stockholders and until
their respective successors are chosen and qualified.

Business Experience

Name, Age and Position During Past Five Years

Bernard W. Reznicek, 57 Chairman of the Board and Chief

Chairman of the Board and Executive Officer (since 1993),

Chief Executive Officer formerly Chairman, President and

Chief Executive Officer (1992-1993),
President and Chief Executive Officer
(1990-1992) and President and Lnier
Operating Officer (1987-1990).
Director (since 1987). Chairman of
the Board, Chief Executive Officer
and Director, Harbor Electric Energy
Company, Boston Energy Technology
Group, TravElectric Services Corp.
and Ener-G-Vision, Inc.

Thomas J. May, 46 President and Chief Operating Officer
President and Chief (since 1993), formerly Executive Vice
Operating Officer President (1990-1993) and Senior Vice

President (1987-1950). Director
(since 1991). President, Chief
Operating Officer and Director,
Harbor Electric Energy Company;
President and Director, Boston Energy
Technology Group; Director,
TravElectric Services Corp., Ener-G-
Vision, Inc. and REZ-TEK
International Corp.
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Name, Age and Position

George W. Davis, 60
Executive Vice President

E. Thomas Boulette, 5]
Senior Vice President -

Cameron H. Daley, 48
Senior Vice President -

John J. Desmond, 111, 60
Senior Vice President -

L. Carl Gustin, 50
Senior Vice President -
Corporate Relations

John J. Higgins, Jr., 61

Nuclear

Power Supply

Legal

Marketing &

Senior Vice President - Human Resources

Ronald A. Ledgett, 55
Senior Vice President -
De! ivery

Power

i5

Business Experience

During Past Five Years

Executive Vice President (since
1992), resgonstble for all

power supply and delivery operations.
Director (since 1991). Senior

Vice President - Nuclear (1990-1992).
Vice President - Nuclear
Administration (1989-1990).

Senior Vice President - Nuclear
(since 1993). Vice Prasident -
Nuclear Operations and Station
Director {1992-1993). Vice President
- Operations (1989-1992) and Plant
Manager (1988-1989) of Maine Yankee
Atomic Power Cowmpany.

Senior Vice President - Power
Supply (since 1989). Vice President
- Power Production (1982-1989).

Senjor Vice President - Legal (since
1992). Vice President and General
Counsel (1985-1992).

Senior Vice President - Marketing &
Corporate Relations (since 1989).
Vice President - Corporate Relations
(1986-1989).

Senior Vice President - Human
Resources (since 1990). Vice
President - Human Resources (1988-
1990).

Senior Vice President - Power
Delivery (since 1991). Director,
Special Projects (1989-1991).






Part 11
ltem 5. Mariet for the Registrant’s Common Stock and Related Stockholder
Matters

(a) Market Information

The Company’s common stock is listed on the New York and Boston Stock
Exchanges.

Following are the reported high and low sales prices of the Company’s
common stock on the New York Stock Exchange as reported daily in the Wall
Street Journal for each of the quarters in 1993 and 1992:

1993 1992
High Low High Low
First quarter $30 1/2 $26 3/8 $24 5/8 $22 1/8
Second quarter 30 7/8 27 7/8 26 22 3/8
. Third quarter 32 5/8 29 3/4 26 7/8 24 7/8
fourth guarter 32 1/4 21 .1/8 28 1/4

(b) Holders

As of December 31, 1993, the Company had 42,392 holders of record of its
common stock (actual count of record holders).

(c) Dividends

Following are the dividends declared per share of common steck for each
of the quarters in 1993 and 1992:

, o 1993 1992
First quarter $0.425 $0.410
Second quarter 0.425 0.410
Third quarter 0.425 0.410
fourth quarter 0,440 0,425
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Item 6. Selected Financial Data

The following table summarizes five years of selected consolidated
financial data of the Company (in thousands, except per share data).

1993 1992 1991 1990 1989

Operating

revenues $1,482,253 §1,411,753 §1,354,501 §$1,314,440 $1,339,956
Net income/

(loss) 118,218 107,298 94,670 79,616(a) (16,135)(b)
Earnings/(loss)

per common

share 2.28 2.10 1.96 1.60(a) (0.88)(b)
Total assets 3,477,299 3,294,234 3,119,285 3,012,589 2,876,691
Long-term debt 1,272,497 1,091,073 1,136,765 1,074,025 948,839
Redeemable

preferred/

preference

stock 221,000 221,000 221,333 221,333 221,333
Cash dividends

declared per

common share 1,715 1.655 1.595 1.53% 1.745

(a) Before cumulative effect of change in accounting principle ($15,824 or
$0.41 per common share).

(b) Includes $106,280 or $2.78 per common share loss applicable to rate and
contract settlements.
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Retail electric revenues increased $70.8 million. The November 1992 and
1993 rate increases resulted in $40.6 million of additional revenues in 1993.
Fuel and purchased power revenues increased $29.5 million over 1992, partly
due to lower revenues received from short-term power sales as discussed below.

We began recovery of certain demand side management program costs, lost
base revenues and incentives in August 1992. Our 1993 revenues provided $45.9
million related to 1991, 1992 and 1993 DSM programs. Our 1992 revenues of
$12.3 million related primarily to 1991 programs.

The decrease in wholesale and other revenues reflects an estimated
provision for refunds to customers of approximately $8 million as a result of
orders from our state regulators on our generating unit performance program.

Lower short-term power sales revenues were a result of changes in our
generation availability and the needs of short-term power purchasers. All
revenues from short-term sales serve to reduce fuel and purchased power
billings to retail customers and have no effect on earnings.

Operating expenses

Fuel expense decreased $19.5 million primarily due to a 21.5% decrease
in generation, resulting from planned overhauls of our fossil plants.
Interchange purchases increased due to the lower generation, resulting in a
$7.5 million net increase in purchased power expense. The net increase also
reflects savings of approximately $10 million from a long-term purchased power
contract that expired in October 1993. Both our fuel and purchased power
expenses are substantially fully recoverable through fuel and purchased power
revenues.

Other operations and maintenance expense increased 7.1% primarily due to
increases in employee benefits and nuclear production expenses.
Postretirement benefits expense increased by $7 million primarily as a rasult
of the adoption of a new accounting standard and pension expense increasel by
$5 million; both are provided for in our 1992 settlement agreement and furiher
explained in Note I to the consolidated financial statements. A refueling
outage at Pilgrim Station in 1993 resulted in higher nuclear production
expenses,

Depreciation and amortization expense increased in 1993 primarily due to
a higher annual decommissioning charge for Pilgrim Station effective November
1992 provided by the 1992 settlement agreement. The new charge is based on a
199] estimate of decommissioning costs as further discussed in Note D to the
consolidated financial statements. In addition, the effect of lower
depreciation rates implemented in accordance with the settlement agreement was
offset by the effect of a higher depreciable plant balance.

In accordance with our 1992 settlement agreement we did not expense any
of the $19 million of remaining deferred costs associated with the cancelled
Pilgrim 2 nuclear unit in 1993. ke will expense the remaining costs in 1994
and/or 1995.

Amortization of deferred nuclear outage costs includes amounts related
to the 1993 and 1991 refueling outages at Pilgrim Station. 1In 1993 we
deferred approximately $14 million of refueling outage costs. We began to
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amortize these costs in . *e 1993 over five years as approved in the 1992
settiement agreement.

The increase in demand side management programs expense is consistent
with the increase in DSM revenues. DSM expense includes some costs recovered
over a twelve month period and other costs recovered over six years. We began
to recover previously deferred DSM expenses in August 1992. In 1993 we
expensed and collected from customers approximately $20 million of deferred
1991, 1992 and 1993 program costs. Over six years we are expensing and
collecting from our customers $11 million of costs capitalized in 1992 and §37
million of costs capitalized in 1993. The 1993 expense related io these
capitalized costs was $7 million,

Municipal property and other taxes increased in 1993 due to the absence
of tax abatements. 1In 1992 property taxes were reduced by $10.4 million of
tax abatements in accordance with our 1989 settlement agreement.

Our effective annual income tax rate for 1993 was 23.4% vs. 8.7% for

1992. Both rates were significantly reduced by adjustments to deferred income
taxes of $20 million in 1993 and $23 million in 1992 made in accordance with
the 1992 and 1989 settlement agreements. The 1992 rate was also reduced due
to tax benefits of approximately $7 million resulting from mandated payments
made in accordance with the 1989 agreement. Our adoption of a new accounting
standard for income taxes in 1993 did not significantly affect earnirgs. We
expect our effective tax rate to be close to the statutory rate in 1994,

Interest charges and preferred and preference dividends

Total interest charges decreased $3.8 million in 1993. Interest on
long-term debt decreased primarily due to the refinancing of substantially all
our first mortgage bonds in 1993 at lower interest rates, partially offset by
higher amortization of redemption premiums. Other interest charges decreased
due to a lower short-term debt level and lower short-term interest rates.
Allowance for funds used during construction (AFUDC), which represents the
financing costs of construction, decreased as a result of a lower AFUDC rate
related to Tower short-term interest rates.

Preferred and preference dividends decreased 5% due to the replacement
of a preferred and a preference stock issue with less costly issues of
preferred stock,

1992 Versus 1991

Earnings per common share were $2.10 in 1992 and $1.96 in 1991. The
increase in earnings is primarily the result of a rate increase effective
November 1991, incentive revenues earned from the performance of Pilgrim
Station and lower income tax and interesi expenses. These increases were
partially offset by higher operations and maintenance and property tax
expenses. We also had a one-time charge in 1992 for costs incurred for a
deferred generating plant project.
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Other income and expense

In 1992 we expensed $8 million of costs previously invested in the
proposed Edgar Energy Park generation project. This project was deferred
indefinitely as additional generating capacity is not expected to be needed
for several years.

Interest charges and preferred and preference dividends

Total interest charges decreased 4.6% primarily due to lower interest
rates on our average short-term borrowings. AFUDC decreased 12.7% due to a
lower AFUDC rate related to lower short-term interest rates.

Preferred and preference dividends decreased approximately $1 million
primarily due to the replacement of two preference stock series with less
costly issues of preferred stock.

Earnings per share

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

Financial Condition

Our 1992 settiement agreement provides us with increased revenues from
retail customers over the three-year period ending October 1995,
Additionally, a long-term purchased power contract with annual charges of
approximately $60 million expired in October 1993 with no related change in
revenues. We are limited to an annual rate of return on equity during the
three-year period of 11.75%, excluding any penalties or rewards from
performance incentives.

Our continued ability to achieve or exceed the 11.75% rate of return on
equity will be primarily dependent upon our ability to control costs and to
earr performance incentives from generation performance mechanisms specified
in both the 1989 and 1992 settlement agreements. The most significant impact
that incentives can have on our financial results is based on Pilgrim
Station’s annual capacity factor., Effective November 1993 an annual capacity
factor between 60% and 68% will provide us with approximately $45 million of
revenues through the performance adjustment charge. For each percentage point
increase in capacity factor above 68%, annual revenues will increase by
$670,000. For each percentage point decrease in capacity factor below 60% (to
a minimum of 35%) annua) revenues will decrease by $770,000. Pilgrim’s
capacity factor for the performance year ending October 1994 is expected to be
approximately 81% (assuming normal operating conditions), an increase over the
66% capacity factor achieved in the performance year ended October 1993, as no
refueling outage is scheduled for 1994. We earned approximately $40 million
in performance charge revenues in the performance year ended October 1993,

Our fossil generation unit performance can provide an increase or

decrease of up to $4 million in revenues in each performance year, however, we
do not expect any revenue adjustments from this mechanism.
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Liquidity

We meet our plant expenditure cash requirements primarily with internally
generated funds. These funds (excluding payments made related to settlement
agreements) provided for 74%, 90% and 89% of our plant expenditures in 1993, 1992 and
1991, respectively. Our current estimate of plant expenditures for 1994 is $233
million, including $20 million of nuclear fuel additions. These expenditures will be
used primarily to maintain and improve existing transmission, distribution and
generation facilities. We also estimate capitalizable DSM expenditures to be $38
million in 1994, which will be collected from customers over six years. We do not
expect plant expenditures, excluding nuclear fuel and DSM, to vary significantly from
the 1994 amount in the four years thereafter. We have long-term debt and preferred
stock payment requirements of $2 million in 1994, $102.6 million in 1995, and $103.6
million per year in 1996 through 1998,

External financings continue to be necessary to supplement our internally
generated funds, primarily the issuance of short-term commercial paper and bank
borrowings. We currently have authority from our federal regulators to issue up to
$350 million of short-term debt. We have a $200 million revolving credit agreement
and arrangements with several banks to provide additional short-term credit on a
committed as well as on an uncommitted and as available basis. At December 31, 1993
we had $204.1 million of short-term debt outstanding, none of which was incurred
under the revolving credit agreement. In 1993 our state regulators approved a
financing plan allowing us to issue up to $1.1 billion in securities through 1994 and
to use the proceeds to refinance long-term securities and short-term debt. At
December 31, 1993 we nad $245 million remaining authorized to be issued under the
plan which can be used to issue common stock, preferred stock and long-term debt. As
a result of our refinancing activities in 1993 we expect to realize annualized
savings of approximately $11.5 million. Refer to Note F to the consolidated
financial statements for specific information relating to our recent financing
activities.

Outlook for the Future
Electricity sales

A significant portion of our electricity sales are made to commercial customers
rather than industrial customers. As a result our sales have been only moderately
impacted by the decline in the local Massachusetts economy. Our retail sales
increased 1.2% in 1993 and we anticipate only slight growth in retail sales in the
near term.

Implementation of DSM programs, which are designed to assist customers in
reducing electricity use, will result in lower growth in electricity sales. The 1992
settlement agreement established annual DSM spending levels over $50 million through
1994, The agreement provides for collection from customers of certain costs
primarily in the year incurred and others over a six-year period. We are also
provided with incentives and recovery of lost revenues based on the actual reduction
in customer electricity usage from these programs and a return on the costs that we
recover over six years.

Competition
utilities and non-utility generators to sell electricity for resale, we have secured
long-term power supply agreements with our four wholesale customers. Through these

|
As we are operating in a time of increasing competition from other electric
|
|
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agreements our rates are set principally throu?h the year 2002. We also obtained a
new wholesale customer in 1993 for which we will provide up to 30 megawatts of
contract demand power for ten years beginning November 1994.

Our state regulators require utilities to purchase power from qualifying
non-utility generators at prices set through a bidding process. In June 1993 our
state regulators ordered us to purchase 132 megawatts of power from an independent
power producer, starting as early as 1995. We oppose this order since we do not
believe we need any new power for several years. In July 1993 we asked the
Massachusetts Supreme Judicial Court to reverse the order. We are currently awaiting
a decision from the court. In addition, our state regulators have created an
integrated resource management (IRM) process in which electric utilities forecast
their future energy needs and propose how they will meet those needs by balancing
conservation programs with all other supplies of energy. We will submit an IRM
filing in March 1994,

Direct competition with other electric utilities for retail electricity sales
is stil] subject to substantial limitations, but these limitations may be reduced in
the future. In 1993 we announced our goal of not seeking additional rate increases,
other than those provided in the 1992 settlement agreement, for our residential,
commercial and industrial customers until at least the year 2000. We plan to
accomplish this by controlling costs and increasing operating efficiencies without
sacrificing quality of service or profitability. The announcement reflects our
strong commitment to be a competitively priced reliable provider of energy.

Non-utility business

In 1993 we created an unregulated subsidiary known as the Boston Energy
Technology Group (BETG) following approval from our state regulators. We have
authority to invest up to $45 million in this wholly-owned subsidiary over the next
three years. BETG will engage in demand side management activities through its
wholly-owned subsidiary Ener-G-Vision, Inc. and businesses involving electric
transportation and the related infrastructure through its wholly-owned subsidiary
TravElectric Services Corporation. We do not currently have a substantial investment
in BETG and do not anticipate it significantly impacting our results of operations in
the next several years.

In January 1994 BETG acquired a substantial majority interest in the assets of
REZ-TEK International, Inc., a manufacturer of ozone water treatment systems. The
new entity, which will be known as REZ-TEK International Corp., will continue the
business of producing a system that treats cooling water used in commercial and
industrial air conditioning systems in an energy efficient and environmentally sound
manner.

Other Matters
Environmental

We are subject to numerous federal, state and local standards with respect to
air and water quality, waste disposal and other environmental considerations. These
standards can require that we modify our existing facilities or incur increased
operating costs.

~ In 1991 we entered into a consent order with the Massachusetts Department of
Environmental Protection (DEP) and other interested parties to undertake certain
improvements in the emission control systems at New Boston Station. These
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with electric transmission and distribution facilities and appliances and wiring in
buildings and homes. Some scientific reviews conducted to date by several state and
federal agencies have suggested assoc ations between EMF and such health effects,
while other studies have not substantiated such associations. We support further
research into the subject and are participating in the funding of industry sponsored
studies. We are aware that public concern regarding EMF in some cases has resulted
in litigation, in opposition to existing or proposed facilities before regulators, or
in requests for legislation or regulatory standards concerning EMF levels, We have
not been significantly affected to date by these developments and cannot predict
their potential impact on us, however, we continue to closely monitor all aspects of
the EMF issue.

Litigation

In March 199] we were named in a lawsuit alleging discriminatory
employment practices under the Age Discrimination in Employment Act of 1967
concerning 46 employees affected by our 1988 reduction in force. Legal
~ounsel is vigorously defending this case. Based on the information presently
available we do not expect that this litigation or certain other legal matters
in which we are currently involved will have a material impact on our
financial condition. However, an unfavorable decision ordered against us
could have a material impact on quarterly earnings.

Labor negotiations

We began negotiations involving our labor contracts in early February 1994.
These contracts expire on May 15, 1994. We anticipate favorable resolution of these
negotiations prior to that date.

New accounting pronouncements

We will adopt Statement of Financial Accounting Standards (SFAS) No.
112, Employers’ Accounting for Postemployment Benefits, and SFAS No. 115,
Accounting for Certain Investments in Debt and Equity Securities, in the first
quarter of 1994. Refer to Notes I and J to the consolidated financial
statements for further discussion of these pronouncements.
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Jtem 8. Financial Statements and Supplementary Financial Information

Consolidated Statements of Income

years ended December 31,

{in thousands, except earnings per share) 1992 1991
$ 51.482,253_____3_14_4.11;15.3_.__11..351‘.50.1
Operating expenses:
Fuel 176,366 195,873 200,912
Purchased power 364,482 356,931 338,994
Other operations and maintenance 406,271 379,350 370,758
Depreciation and amortization 137,722 129,045 126,151
Amortization of deferred cost of
cancelled nuclear unit 0 24,381 24,381
Amortization of deferred nuclear
outage costs 6,546 4,901 2,443
Demand side management programs 37,504 8,221 1,674
Taxes - property and other 93,102 80,426 66,216
.. ncome taxes 34,94] 11,725 1,111
_lotal operating expenses 1,256,934 1,190,853 1,148,640
Operating income 225,319 220,900 205,861
Other income (expense), net 589 (2.074) §‘§§1
Operating and other income 225,908 218,826 211,545
Interest charges:
Long-term debt 104,375 106,850 108,912
Other 9,778 12,525 16,947
Allowance for borrowed funds used
.. during construction (6,463) 1,847) (8,984)
... Jotal interest charges 107,690 111,528 116,875
Net income 118,218 107,298 94,670
Preferred and preference dividends provided 15,705 16,550 17,611
Balance available for common stock $..102.513 $.. 90,748 $...J7.059
Common shares outstanding (weighted average) 44,959 43,144 39,348
Earnings per share of common stock $ 2.28 $ 2.10 $ 1.96
Consolidated Statements of Retained Earnings
years ended December 31,
{in_thousands) 1993 1992 1991
Balance at beginning of year $192,948 $174,477 $161,143
118,218 107,298 94,670
Subtotal 311,166 28]
Cash dividends declared:
Preferred stock 15,705 14,923 9,476
Preference stock 0 1,953 8,135
. Common_stock 77,169 11.951 63,725
.. Subtotal 92,874 §8.827
Balance at end of year $

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Balance Sheets

December 31,

'iln.&hnu;nnd;) 1993 1992
Assets

Property, plant and equipment, at
original cost:

Utility plant in service $3,904,776 $3,629,727
1 ation 1,258,359 $2,646,417
Nuclear fuel 273,867 270,420
: amortization 220,477 _.53,380 201,978 68,442
$$ 144,835 182,458
' Tota 2,844,642 2,703,333
Investments in electric companies, at equity 24,292 25,398
Nuclear decommissioning fund, at cost 66,060 50,871
Current assets:
Cash and cash equivalents 8,768 3,947
Accounts receivable 171,098 185,563
Accrued unbilled revenues 29,823 28,564
Fuel, materials and supplies, at
average cost 79,381 93,931
_Prepaid expenses and other 9,738 298,808 6,644 318,649
Deferred debits:
Power contracts 36,275 43,717
Cancelled nuclear unit 19,067 19,067
Nuclear outage costs 25,524 17,970
Pension and postretirement costs 24,416 10,449
Redemption premiums 59,116 40,506
Regulatory asset-income taxes, net 26,916 0
Other 52,183 243,497 64,274 195,983
Total assets $3,477,299 $3,294,234
Capitalization and Liabilities
Common stock equity $ 876,479 $ 840,312
Cumulative preferred stock:
Non-mandatory redeemable series 123,000 123,000
Mandatory redeemable series 96,000 98,000
First mortgage bonds 40,000 631,825
Sewage facility revenue ton's, net 32,497 24,248
Debentures 1,200,000 385,000
Unsecured medium-term notes 0 50,000

Current liabilities:
Long-term debt/preferred

stock due within one year $ 2,000 $ 6,800
Notes payable 204,151 275,500
Accounts payable 144,760 154,251
Interest accrued 25,467 21,497
Dividends payable 22,696 22,192
... Other - 27,336 426,410 12,482 492,722
Deferred credits:
Power contracts 36,275 43,717
Accumul ated deferred income taxes 484,796 448,720
Accumulated deferred investment
tax credits 71,140 75,213
Nuclear decommissioning reserve 73,744 57,165
ther 16,958 682,913 24,312 649,127

imitments and contingencies

§3,477,299 §3,294,234

The accompanying notes are an integral part of the consolidated financial statements,
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Con§o1idated Statements of Cash Flows

years ended December 31,

{in thousands) 1993 1992 1991
Cash flows from operating activities:
Net income $118,218 $107,298 $ 94,670
Adjustments to reconcile net income
to net cash provided by operating activities:
Depreciation 130,074 123,243 121,572
Amortization of nuclear fuel 21,816 25,473 19,869
Amortization of deferred cost of cancelled
nuclear unit, net 0 22,340 21,112
Other amortization 9,433 2,132 1,696
Allowance for funds used during construction (6,463) (7,847) (8,984)
Deferred income taxes 10,303 17,165 24,476
Investment tax credits (4,073) (4,273) (4,290)
(Deferral) amortization of nuclear outage
costs, net (7,554) 4,901 (22,062)
Net changes in:
Accounts receivable and accrued
unbilled revenues 13,206 (18,188) (3,519)
Fuel, materials and supplies 9,722 (2,330) 12,716
Accounts payable (9,491) 41,899 (19,510
Rate and contract settlements (175) (31,363) (44,546
Other current assets and liabilities 16,408 (2,565) 3,079
Other, net (4,958) (13,777) _ (24,588)
Net cash provided ng activities 296,466 264,108 171,691
Cash flows provided (used{ by investing activities:
Plant and nuclear fuel (excluding AFUDC) (253,885) (231,025) (214,213)
Capitalized demand side management costs (37,156) (11,469) 0
Decommissioning fund (15,189) (7,210) (5,896)
. Anvestments in electric companies 1,106 L )
ing activities (305,124) (247.868) (221.624)
Cash flows provided (used) by financing activities:
Issuances:
Common stock 10,823 68,345 68,800
Preferred stock 40,000 40,000 50,000
Long-term debt 815,000 60,000 146,120
Redemptions:
Debt retirements (648,625 (123,600) (118,600)
Preferred/preference stock (40,000 (40,333)  (50,000)
Net change in short-term debt (71,349) 65,200 35,770
.. Dividends paid (92,370) ( )
i ‘nancing activities 13,479 (16,572) 52,545
Net increase (decrease) in cash and cash equivalents 4,821 (332) 2,612
Cash and cash equivalents at the
beginning of the year 3,947 4,279 1,667
Cash and cash equivalents at the end of the vear __ $ 8,768 % 3,947 3 .27
Cash paid during the year for:
Interest, nel of amounts capitalized $103,720 $113,076 $115,488
Income taxes $ 30,305 $ 10,095 § 18,979

The accompanying notes are an integral part of the consolidated financial statements.
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Notes to Consolidated Financial Statements

Note A. Significant Accounting Policies
1. Basis of Conselidation and Accounting

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

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

2. Revenue Recegnition

We record revenues for electricity used by our customers, but not yet billed, in order to
more closely match revenues with expenses

" Forecasted Fuel and Purchased Power Rates

The rate charged to retail customers for fuel and purchased power allows for all fuel
costs, the capacity portion of some purchased power costs and some transmission costs to be
billed to customers monthly using a forecasted rate. The difference between actual and
estimated costs is included in accounts receivable on our consolidated balance sheets until
subsequent rates are adjusted. State regulators have the right to reduce our subsequent fuel
rates if they find that we have been unreasonable or imprudent in the operation of our
generating units or in purchasing fuel.

9. Depreciation and Nuclear Fuel Amortization

Our physical property was depreciated on a straight-line basis in 1993, 1992 and 1921 at
composite rates of approximately 3.09%, 3.36% and 3.41% per year, respectively, based on
estimated useful lives of the various classes of property. The cost of decommissioning Pilgrim
Station, our nuclear unit, is excluded from the depreciation rates. When property units are
retired, their cost, net of salvage value, is charged to accumulated depreciation.

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

. Allowance for Funds Used During Construction (AFUDC)

AFUDC represents the estimated costs to finance plant expenditures. In accordance with
regulatory accounting, AFUDC is included as a cost of utility plant. AFUDC is not an item of
current cash income, but payment is received for these costs from customers over the service
life of the plant in the form of increased revenues collected as a result of higher
depreciation expense. Our AFUDC rates in 1993, 1992 and 1991 were 3.62%, 4.48%, and 6.85%,
respectively, and represented only the cost of debt.
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‘deferred income tax assets. We have approximately $19 million of alternative minimum tax
carryforwards available at December 31, 1993. The major components of accumulated deferred
income taxes are a result of differences between book and tax expenses relating to property,

plant and equipment,

Deferred income tax expense reflected in our consolidated income statements is incurred
when certain income and expenses are reported on the tax return in different years than
reported in the financial statements. Irvestment tax credits are included in income over the

estimated useful lives of the related property.

Components of income tax expense are as follows:

-{1n_1hgn§3nds) 1993 1992 1991
xcess tax depreciation over book depreciation $12,382 $9,765 $10,802
Deferred fuel expense (3,142) 2,587 56
Debt portion of allowance for funds used

during construction 2,114 2,495 2,856
Massachusetts corporate franchise tax 5,089 6,134 7,140
Deferred nuclear outage expense 2,472 (1,558) 7,014
Cost of removal 3,272 6,904 4,277
Rate and contract settlements 0 10,013 10,196
Municipal property taxes (489) 3,351 3,745
Demand side management programs 3,775 2,978 2,256
Cancelled nuclear unit 0 (4,621) (8,998)
Reversal of deferred taxes-settlement agreement, net  (19,231) (23,000) (13,000)
Adjustment of prior year income tax accrual (2,154) 4,134 2,563
Call premiums on refunded bond issues 5,821 1,029 (288)
Trust contributions-postretirement benefits 3,451 0 0

(3.057) (3,828) {5,395}

Subtotal deferred income taxes 10,303 16,383 23,224
Current income tax expense 28,711 (385) (1,823)
Investment tax credits (4,073) 4,273) 4,290)
irovision for income taxes 34,94] 1,725 7,111
Taxes on other income:

Current 1,205 (2,348) 405
___Deferred 0 182 1.2%2
—subtotal 1,205 1,566) 1,657

Jotal income tax expense $36,146 $10,159 $ 18,768

The effective income tax rates reflected in the consolidated financial statements and the

reasons for their differences from the statutory federal income tax rate are explained below:

1993 1992 1991
Statutory tax rate 35.0% 34.0% 34.0%
State income tax, net of federal income tax benefit 4.2 3.9 4.1
Investment tax credits (2.6) (3.6) (3.8)
Municipal property tax adjustment (0.6) (1.6) (1.6)
Adjustment of deferred taxes on cancelled
nuclear unit - 57 -
Reversal of deferred taxes-settlement agreement (13.0) (19.6) (11.5)
Federal tax benefit of mandated
payments from settlement agreements - (6.2) (3.3)
L 0.4 (0.9) (1.4)
Effective tax rate 23.4% 8.7% 16.5%
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Note D. Estimated Future Costs of Disposing of Spent Nuclear Fuel and Retiring Nuclear
Generating Plants

The existing fuel storage facility at Pilgrim Station includes sufficient room for spent
nuclear fuel generated through early 1995. We have a request for a license amendment pending
before the Nuclear Regulatory Commission (NRC) to allow modification of the storage facility to
grovide sufficient room for spent nuclear fuel generated through the end of Pilgrim’s operating

icense in 2012. The NRC is reviewing our request and we expect approval in 1994, At that
time we will initially modify the facility to provide spent fuel storage capacity through
approximately 2003. It is the ultimate responsibility of the United States Department of
Energy (DOE) to permanently dispose of spent nuclear fuel as required by the Nuclgar Waste
Policy Act of 1982. We currently pay a fee of $1.00 per net megawatthour sold from Pilgrim
Station generation under a nuclear fuel disposal contract with the DOE. The fee is collected
from customers through fuel charges.

When Pilgrim Station’s operating license expires in 2012 we will be required to
decommission the plant. During rate proceedings we provided our regulators a 1991 study
documenting a cost of $326 million to decommission the plant. The study is based on the "green
field" method of decommissioning, which provides for the plant site to be completely restored
to its original state. We are expensing these estimated decommissioning costs over Pilgrim’s
expected service 1ife. The 1993 expense of approximately $13 million is included in
depreciation expense on the consolidated income statements. We receive recovery of this
expense from charges to our retail customers and from other utility companies and
municipalities who purchase a contracted amount of Pilgrim’s electric generation. The funds we
collect from decommissioning charges are deposited in an external trust and are restricted so
that they may only be used for decommissioning and related expenses. The net earnings on the
trust funds, which are also restricted, increase the nuclear decommissioning fund balance and
nuclear decommissioning reserve, thus reducing the amount to be collected from customers. The
1991 decommissioning study has been partially updated for internal planning purposes to
evaluate the potential financial impact of long-term spent fuel storage options resulting from
delays in DOE spent fuel removal on the estimated decommissioning cost. The partial update
indicates an estimated decommissioning cost of approximately $400 million in 1991 dollars based
upon a revised spent fuel removal schedule and utilization of dry spent fuel storage
technology. We will continue to monitor DOE spent fuel removal schedules and developments in
spent fuel storage technolegy along with their impact on the decommissioning estimate.

We are also an investor in two other domestic nuclear units. Both of these units receive
through the rates charged to their customers an amount to cover the estimated cost to dispose
of their spent nuclear fuel and to retire the units at the end of their useful lives.

We presently dispose of low-level radicactive waste (LLW) generated at Pilgrim Station at
licensed disposal facilities in Barnwell, South Carolina. As a result of developments which
have occurred pursuant to the Low-Level Radioactive Waste Policy Amendments Act of 1985, our
continued access tc such disposal facilities has become severely limited and significantly
increased in cost. We have access to the South Carolina site through July 1994, but do not
presently believe that disposal site access will be provided after that date. Although
legislation has been enacted in Massachusetts establishing a regulatory method for managing the
state’s LLW including the possible siting, licensing and construction of a LLW disposal
facility within the state, it appears unlikely that such a facility will be constructed in a
timely manner. Pending the construction of a disposal facility within the state or the
adoption by the state of some other LLW management method, we continue to monitor the situation
and are investigating other available options, including the possibility of on-site storage.

34



Note E. Cancelled Nuclear Unit

In May 1982 we began to expense the cost of our cancelled Pilgrim 2 nuclear unit over
approximately eleven and one-half years in accordance with an order received from state
regulators. We did not expense any of these costs in 1993. Instead, the remaining balance of
approximately $19 million at December 31, 1993 and 1992 will be expensed in 1994 and/or 1995 as
approved by our state regulators in our 1992 settlement agreement.
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1. Common Stock

Since December 31, 1990, we issued the following shares of common stock:

{in thousands
Balance December 31, 1990

_....New issue
Balance December 31, 1991

_ New issue
Balance December 31, 1992

Number Total Premium on
$) of Shares _Par Value Common_Stock

38,998 $194,993 $314,822

Dividend reinvestment plan 449 2,181 6,844
Change in par value of common stock (a) 0 (157,727) 157,727
(b) 2,600 2,600 57,174

42,047 42,047 536,567

Dividend reinvestment plan 416 416 9,658
 (¢) o 84300 2,300 55,971

44,763 44,763 602,196

. Dividend reinvestment plan (d) 366 366 10,457

45,129 $.45,129

Balance December 31, 1993

(a) In November 1991 our Articles of Organization were amended to increase authorized
common stock from 50 million to 100 million shares and reduce the par value from

$5 to $1 per common share.

(b) We used the net proceeds of the 1991 common stock issuance to retire $55 million of

Series X, 11% first mortgage bonds.

(¢) We used the net proceeds of the 1992 common stock issuance to reduce short-term debt,

(d) At December 31, 1993, the remaining authorized common shares reserved for future
issuance under the Dividend Reinvestment and Common Stock Purchase Plan were 815,170

shares.

2. Cumulative Non-Mandatory Redeemable Preferred and Preference Stock

In June 1992 we issued 400,000 shares of 8.25% cumulative non-mandatory redeemable
referred stock at par. The stock is redeemable at $100 per share plus accrued dividends
eginning in June 1997. These shares were sold in the form of 1.6 million depositary shares,

each representing a one-fourth interest in a share of the preferred stock.
proceeds of this issue to fully retire the $1.46 series cumulative non-mandatory redeemable

preference stock.

We used the

In May 1993 we issued 400,000 shares of 7.75% cumulative non-mandatory redeemable
preferred stock at par. The stock is redeemable at $100 per share plus accrued dividends
beginning in May 1998. These shares were sold in the form of 1.6 million depositary shares,
each representing a one-fourth interest in a share of the preferred stock.
proceeds of this issue to fully retire the 8.88% series cumulative non-mandatory redeemable

preferred stock.

- A Cumulative Mandatory Redeemable Preferred Stock

We used the

The 480,000 shares of our 7.27% sinking fund series cumulative preferred stock are

currently redeemable at our option at $104.36.

The redemption price declines annually each May

to par value in May 2002, In May 1993 the stock became subject to sinking fund requirements to
retire 20,000 shares at $100 per share plus accrued dividends each year through May 2002. In
1992 we purchased 20,000 shares at a discount on the open market which satisfied the mandatory
sinking fund requirement for May 1993. Beginning in 1993, we have the non-cumulative option
each May to redeem additional shares, not to exceed 20,000, for the sinking fund at $100 per

share plus arcrued dividends.
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We are not able to redeem any part of our 500,000 shares of $100 par value 8% series |
cumulative preferred stock prior to December 2001. The entire series is subject to mandatory |
redemption in December 2001 at $100 per share, plus accrued dividends.

4. Long-Term Debt

Substantially all our property, plant, equipment, materials and supplies are subject to
lien under the terms of our Indenture of Trust and First Mortgage dated December 1, 1940, and
its supplements, Currently only the outstanding Series S and U first mortgage bonds are
subject to the terms of the indenture.

The aggregate principal amounts of our first mortgage bonds, debentures, and sewage
facility revenue bonds (including sinking fund requirements) due in 1994 and 1995 are $0 and
$100.6 million, respectively, and $101.6 million per year in 1996 through 1998.

Our first mortgage bonds, Series §, adjustable rate due 2002, paid interest at 9.2% per
year for the period January 15, 1993 through January 14, 1994. The rate is adjusted annually
and is based upon the ten-year constant maturity Treasury rate as published by the Federal
Reserve Board. The interest rate for the period January 15, 1994 through January 14, 1995 is
8.2%.

In September 1992 we issued $60 million of 8.25% debentures which mature in September
2022. The debentures are redeemable at prices decreasing from 103.78% of par beginning in
September 2002, to 100% of par beginnirg in September 2012. We used the net proceeds from the
sale to reduce short-term debt. In October 1992 we redeemed the remaining balance of $45
million Series X first mortgage bonds,

In February 1993 we issued $65 million of 6.8% debentures due in 2000. We used the
proceeds of this issue to reduce short-term debt. These debentures are not redeemable prior to
maturity.

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

In August 1993 we issued $100 million of 6.05% debentures due in 2000. We used the
_proceeds from this sale to reduce short-term debt. These debentures are not redeemable prior
to maturity and have no sinking fund requirements.

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

5. Sewage Facility Revenue Bonds

In December 1991, Harbor Electric Energy Company (HEEC), a wholly-owned subsidiary,
issued $36.3 million of long-term sewage facility revenue bonds. The bonds are tax-exempt,
subject to annual mandatory sinking fund redemption requirements and mature in the years 1995-
2015. The weighted average interest rate of the bonds is 7.3%. A portion of the proceeds from
the bonds was used to retire $21 million of short-term sewage facility revenue bonds at
maturity. The remainder of the proceeds, which is on deposit with the trustee, is being used
to finance the construction of HEEC's permanent substation located on Deer Island (in Boston
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b Lease Commitments

We have leases for certain facilities and equipment. Our estimated minimum rental
commitments under both noncancelable leases and transmission agreements for the years after
1993 are as follows:

s)

994 $ 27,375
1995 23,878
1996 21,299
1997 19,217
1998 17,969
Years thereafter 139,474

Tota] $249,212

We will capitalize a portion of these lease rentals as part of plant expenditures in the
future. Our total expense for both lease rentals and transmission agreements for 1993, 1992
and 1991 was $30 million, $30 million and $33.5 million, respectively, net of capitalized
expenses of $5 million, $5 million, and $4.8 million, respectively.

- Hydro-Quebec

We have an approximately 11% equity ownership interest in two companies which own and
operate transmission facilities to import electricity from the Hydro-Quebec system in Canada,
which is included in our consolidated financia)l statements. As an equity participant we are
required to guarantee, in addition to our own share, the total obligations of those
participants who do not meet certain credit criteria and are compensated accordingly. At
December 31, 1993, our portion of these guarantees was approximately $22 million.

4. Yankee Atomic Electric Company

In February 1992 the Board of Directors of Yankee Atomic Electric Company (Yankee Atomic)
decided to permanently discontinue power operation of the Yankee Atomic nuclear generating
station and, in time, decommission that facility. We relied on Yankee Atomic for less than one
eerﬁent of our system capacity. We have a 9.5% stock investment of approximately $2 million in

ankee Atomic,

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

S. Nuclear Insurance

The federal Price-Anderson Act currently provides $9.4 billion of financial protection
for public liability claims and legal costs arising from a single nuclear-related accident.
The first $200 million of nuclear liability is covered by commercial insurance. Additional
nuclear liability insurance up to approximately $8.8 billion is provided by a retrospective
assessment of up to $75.5 million per incident levied on each of the 116 units licensed to
operate in the United States, with a maximum assessment of $10 million per reactor per accident
in any year. The additional nuclear liability insurance amount may change as new commercial
nuclear units are licensed and existing units give up their licenses. In addition to the
nuclear 1iability retrospective assessments, if the sum of all public liability claims and
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legal costs arising from any nuclear accident exceeds the maximum amount of financial
protection, each licensee can be assessed an additional five percent of the maximum
retrospective assessment.

We have purchased insurance from Nuclear Electric Insurance Limited (NEIL) to cover some
of the costs to purchase replacement power during a prolonged accidental outage at Pilgrim
Station and the cost of repair, replacement, decontamination or decommissioning of our utility
property resulting from covered incidents at Pilgrim Station. Our maximum potential total
assessment for losses which occur during current policy years is approximately $14.6 million
under both the replacement power and excess property damage, decontamination and
decommissioning policies. A1l companies insured with NEIL are subject to retroactive
assessments if losses are in excess of the total funds available to NEIL. While assessments
may also be made for losses in certain prior policy years, we are not aware of any losses in
those years which we believe are likely to result in an assessment.

6. Litigation

In March 1991 we were named in a lawsuit alleging discriminatory employment practices
under the Age Discrimination in Employment Act of 1967 concerning 46 employees affected by our
1988 reduction in force. Lega)l counsel is vigorously defending this case. Based on the
information presently available we do not expect that this litigation or certain other legal
matters in which we are currently involved will have a material impact on our financial
condition. However, an unfavorable decision ordered against us could have a material impact on
quarterly earnings.

7. Hazardous Waste

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

Note 1. Pensions, Other Postretirement and Postemployment Benefits
L Pensions

We have a noncontributory funded retirement plan, with certain features that allow
voluntary contributions. Benefits are based upon an employee’s years of service and
compensation during the last years of employment. Our funding policy is to contribute each
year an amount that is not less than the minimum required contribution under federal law or
greater than the maximum tax deductible amount. Plan assets are primarily equities, bonds,
insurance contracts and real estate.
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Net pension cost included the following components:

éin_&hgusjnﬁsj 1993 1992 1991
urrent service cost - benefits earned $11,734 $10,683 $ 8,567
Interest cost on projected benefit

obligation 33,181 32,287 29,817
Actual return on plan assets (44,470) (23,281) (60,873)
Net amortization and deferral 8,528 (13,549) 26,811
Net pension cost(a) $.8.973

{(a) In accordance with an agreement with our state regulators, we deferred our net pension
costs in excess of the annual funding amounts and will recover these costs from customers
over time. Net pension costs recorded as expense were approximately $5 million in 1993

and $0 in 1992 and 1991.

We used the following assumptions for calculating pension cost:

1993 1992 1993
Discount rate B8.{5% 8.25% 9.00%
Expected long-term rate of return on assets 10.00'% 10.00% 10.00%
Compensation increase rate 4.51% 4.50% 4.50%

We changed our discount rate assumption to 7.0% for calculating pension cost effective

January 1994,

The plan’s funded status at December 31, 1993 and 199 was as follows:

kin_Lhnngands) . 1993 ..1992
ctuarial present value of benefit obligations:
Accumulated benefit obligation, ircluding
nc $322,836 $400,895 $339,035
Plan assets at fair value $394,233 $392,407
Projected obligation for service rendered
(509,661) (418,312)
Projected benefit obligation in excess of
plan assets (115,428) (25,905)
Unrecognized prior service cost 8,139 8,817
Unrecognized net (gain) loss 75,352 (6,810)
Unrecognized net obligation 9,932 10,866
iabiiity $(22,005) $(13,032)

We used the following assumptions for calculating the plan’s year-end funded status:

1993 1992
Discount rate 7.00% 8.25%
Compensation increase rate 4.50% 4.50%

s Other Postretirement Benefits

In addition to pension benefits, we also currently provide health care and other benefits
to our retired employees who meet certain age and years of service eligibility requirements.
Effective January 1993 we adopted Statement of Financial Accounting Standards No. 106,
Employer’s Accounting for Postretirement Benefits Other Than Pensions (SFAS 106). This
requires us to record a 1iability during the working years of employees for the expected costs
of providing their postretirement benefits other than pensions (PBCPs). Prior to 1993 our

43



policy was to record the cost of PBOPs when paid. Our transition obligation on January 1, 1993
was approximately $183 million, which we elected to recognize over 20 years as permitted by
SFAS 106. Our total cost of PBOPs under SFAS 106 in 1993 was approximately $28 million, an
increase of approximately $18 million over costs incurred under our prior method of accounting
for PBOPs. Our 1992 settlement agreement provides us with a phase-in of a portion of the
increased costs and allows us to defer the additional costs in excess of the phase-in amounts
to the extent that we fund an external trust. In December 1993 we deposited $18 million on a
tax deductible basis into external trusts for the payment of PBOPs. Accordingly, in 1993 we
recorded an expense of approximately $16 million, reflecting the amount of cost recovery from
customers, and deferred approximately $12 million for future recovery. We capitalized
approximately 19% of these costs.

Postretirement benefits cost consisted of the following in 1993:

(in_thousands)

Current service cost - benefits earned $ 4,351
Interest cost on transition obligation 14,286
Amortization of transition obligation 9,151
Net postretirement benefits cost $27,788

We used an B8.0% weighted average discount rate and 4.5% rate of compensation increase
assumption for calculating the transition obligation and the 1993 postretirement benefits cost.
Our expected long-term rate of return on assets is 9.0%. We also assumed a 12.5% health care
cost trend rate. Effective January 1, 1994 we changed the discount and health care cost trend
rates to 7.0% and 9.0%, respectively, in order to more accurately estimate our future benefit
payments. The health care cost trend rate is assumed to decrease by one percent each year to
5% in 1998 and years thereafter. Changes in the health care cost trend rate will affect our
cost and obligation amounts. For example, a one percent increase in the rate would increase
the total service and interest costs in 1993 by approximately 16% and would increase the
accumulated obligation at December 31, 1993 by approximately 13%.

The postretirement benefits program’s funded status at December 31, 1993 was as follows:

(in thousands)

Trust assets at fair value $ 18,016
Accumulated obligation for service rendered to date from:

Retirees $(75,216)

Active employees eligible to retire (64,880)

Active employees not eligible to retire (73,285) (213,381)
Accumulated benefit obligation in excess of trust assets (195,365)
Unracognized loss 21,497
Unrecognized net obligation 173,868
Net _postretirement benefits 1iability $ '

The trust assets consist of money market funds at December 31, 1993.
3. Postemployment Benefits

Statement or Financial Accounting Standards No. 112, Employers’ Accounting for
Postemployment Benefits, will be effective for the first quarter of 1994. This statement will
require us to record a liability computed on an actuarial basis for the estimated cost of
providing postemployment benefits. Postemployment benefits provided to former or inactive
employees, their beneficiaries and covered dependents include salary continuation, severance
benefits, disability-related benefits (including workers’ compensation), job training and
counseling and continuation of health care and life insurance coverage. We currently recognize
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the cost of these benefits primarily as claims are paid. We do not anticipate a material
effect on net income from adopting this statement,

Note J. New Accounting Pronouncement

We will adopt Statement of Financial Accounting Standards No. 115, Accounting for Certain
Investments in Debt and Equity Securities, in the first quarter of 1994, This statement may
require us to classify the investments in our nuclear decommissioning fund on our consolidated
balance sheet based on how long we intend to hold the individual securities. These investments
may be classified as "available for sale" and we may also be required to report any unrealized
gains and losses on the investments as a separate component of shareholders’ equity. We do not
expect the adoption of this statement to have a material effect on shareholders’ equity.

Note K. Long-Term Pcwer Contracts
' Long-Term Contracts for the Purchase of Electricity

We purchase electric power under several long-term contracts for which we pay a share of
the generating unit’s capital and fixed operating costs through the contract expiration date.
The total cost of these contracts is included in purchased power expense in our consolidated

}ncome statements. Information relating to these contracts as of December 31, 1993 is as
ollows:
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proportionate share (in thousands)

Units of 1993 1993 Interest Debt
Contract Capacity Minimum Portion of Qutstanding
Expiration Purchased(a) Debt Minimum Through Cont.
Contract Date % MW Service  Debt Service  Exp. Date
Canal Unit 1 2001 25.0 142 § 781 § 314 $ 2,118
Mass. Bay Trans-
portation Authority 2005 100.0 35 (b) (b) (b)
Connecticut Yankee
Atomic 2007 9.5 56 2,579 1,670 15,898
Ocean State Power -
Unit 1 2010 23.5 65 5,323 3,948 22,747
Ocean State Power -
Unit 2 2011 23.5 65 4,422 3,376 19,401
Northeast Energy
Associates (c) (c) 219 (c) (c) (c)
L’Energia 2013 _73.0 64 (d) (d) d)
Total 646  $13,105 $9,308 $60,164

(a) The Northeast Energy Associates contract represents 6.4% of our total system generation
capability. The remaining units listed above represent 12.6% in total.

(b) We are required to pay the greater of $22.00 per kilowatt-year or 90% of the New England
Power Pool capability responsibility adjustment charge up to $63.00 per kilowatt-year
times the qualified capacity (currently rated at 33.6MW) plus incremental operating,
maintenance and fuel costs. The total charges for this contract in 1993 were
approximately $2 million.

(c) We purchase approximately 75.5% of the energy output of this unit under two contracts.
One contract represents 135MW and expires in the year 2015. The other contract is for
84MW and expires in 2010. We pay for this energy based on a price per kWh actually
received. We do not pay a proportionate share of the unit’s capital and fixed ogerating
costs. The total charges for these contracts in 1993 were approximately $116 million.

(d) The L’Energia contract started in March 1993. We purchase 73% of the energy output of
this unit. We pay for this energy based on a price per kWh actually received. The total
charges under this contcact for 1993 were approximately $15 million.

Our total vixed and variable costs for these contracts in 1993, 1992 and 1991 were
approximately $225 million, $217 million and $154 million, respectively, Our mirimum
fixed payments under these contracts for the years after 1993 are as follows:

{in thousands)

1994 § 69,432
1995 72,418
1996 75,376
199 72,420

72,

Years thereafter 725,236
Jotal $1,086,038
Total present value § 558,600
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None .
Part 111
Jtem 10. Directors and Executive Officers of the Registrant
{a)  Identification of Directors

See "Election of Directors - Information about Nominees and Incumbent Directors" on pages
1 through 4 of the definitive Proxy Statement dated March 17, 1994 incorporated herein by
reference. ‘

(b)__Identification of Executive Officers

The information required by this item is included at the end of Part I of this Form 10-K
under the caption Executive Officers of the Registrant.

(c) Identification of Certain Significant Employees

Not applicable.
(d Family Relationships

Not applicable.
{e) _Business Experience

For information relating to the business experience during the past five years and other
directorships (of companies subject to certain SEC requirements) held by each person nominated
to be a director, see "Election of Directors - Information about Nominees and Incumbent

Directors" on pages 1 through 4 of the definitive Proxy Statement dated March 17, 1994,
incorporated herein by reference.

For information relating to the business experience during the past five years of each
person who is an executive officer, see Executive Officers of the Registrant in this Form 10-K.

(f) __Involvement in Certain Legal Proceedings
Not applicable.

{g) _Promoters and Control Persons
Not applicable.

Item 11. Executive Compensation

See "Director and Executive Compensation" on pages S5 through 11 of the definitive Proxy
Statement dated March 17, 1994, incorporated herein by reference.
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Ownership of Certain Beneficial Owners

To the knowledge of management, no person owns beneficially more than five percent of the
putstanding voting securities of the Company.

{8 B C | Uwnersnip o Manageme

See "Stock Ownership by Directors and Executive Officers" on pages 4 through 5 of the
definitive Proxy Statement dated March 17, 1994, incorporated herein by reference.

i nges in Control
Not applicable.
em_13. rtain Relationships and Related Transactions

Not applicable.
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Part IV

Item 14, Exhibits, Financial Statement Schedules and Reports on Form 8-K

(a) Exhibits and Consolidated Financial Statement Schedules
Consolidated Statements of Income for each of the three
years in the period ended December 31, 1993

Consolidated Statements of Retained Earnings for each of
the three years in the period ended December 31, 1993

Consolidated Balance Sheets as of December 31, 1993 and 1992

Consolidated Statements of Cash Flows for each of the three
years in the period ended December 31, 1993

Notes to Consolidated Financial Statements

Selected Consolidated Quarterly Financial Data (Unaudited)

Report of Independent Accountants

Schedules for years ended December 31, 1993, 1992 and 1991:
V - Property, Plant and Equipment

VI - Accumulated Depreciation, Depletion and
Amortization of Property, Plant and Equipment

VII - Guarantees of Securities of Other Issuers
IX - Short-Term Borrowings
X - Supplementary Income Statement Information

A1)l other schedules are omitted since they are not required, not applicable, or
contain only information which is otherwise provided in the financial statements or notes

in Item 8.
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Exhibit 3

Articles of Incorporation and By-laws

Incorporated herein by reference:

3.1
3.1,

Restated Articles of Organization

Amendment to Restated Articles of
Organization, filed May 5, 1977

Amendment to Restated Articles of
Organization, filed May 26, 1978

Amendment to Restated Articles of
Organization, filed May 6, 1980

Amendment to Restated Articles of
Organization, filed May 4, 1983

Amendment to Restated Articles of
Organization, filed April 28, 1986

Amendment to Restated Articles of
Organization, filed August 27, 1986

Amendment to Restated Articles of
Organization, filed February 19, 1987

Certificate of Vote of Directors
Establishing a Series of a Class
of Stock, filed March 9, 1987
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Exhibit

2(a)4
2.4

SEC Docket

2-58587
2-64975

1-2301

Form 10-K

for the

year ended
December 31, 1991

1-2301

Form 10-K

for the

year ended
December 31, 1991

1-2301

Form 10-Q

for the
quarter ended
March 31, 1983

1-2301

Form 10-Q

for the
quarter ended
March 31, 1986

1-2301

Form 10-K

for the

year ended
December 31, 1986

1-2301

Form 10-Q

for the
quarter ended
March 31, 1987

1-2301

Form 10-Q

for the

quarter ended
September 30, 1988
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Service of
Less than a Year:

Service of less than a year will be calculated with
reference to the applicable fraction for determining
both vesting and benefit duration. Thus, for example,
if a director has service equal to six years and nine
months when he retires at age 70, he will receive the
annual amount for 6 3/4 years.
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Exhibit 23.1

Consent of Independent Accountants

We consent to the incorporation by reference in the registration
statements of Boston Edison Company on Form S$-3 (File Nos. 33-36824 and 33-
57840) and on Form S-8 (File Nos. 33-00810, 33-7558, 33-38434, 33-48424, 33-
48425, 33-59662 and 33-59682) of our report dated January 25, 1994 on our
audits of the consolidated financial statements and financial statement
schedules of Boston Edison Company as of December 31, 1993 and 1992 and for
each of the three years in the period ended December 31, 1993, which report is
included in this Annual Report on Form 10-K.

Boston, Massachusetts COOPERS & LYBRAND
March 30, 1994
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Boston Edison Company Schedule V
Property, Plant and Equipment
December 31, 1993
(in thousands)

Column A
Balance at
end
Classification -of period
Electric plant:
Land and rights of way $§ 38,5944
Generating station and substation
buildings and misc. structures 472,789
Electric generating equipment 1,622,664
Transmission, distribution, street
lighting and other utilization equipment 1,720,798
Capitalized DSM 48,625
Total electric plant 3,903,820
Nuclear fuel 273,867
Non-utility property 956
Construction work in progress 144,835
Total $4,323,478

(1) The information required in columns B, C, D and E is omitted as neither the
total additions nor the total retirements during the year exceed 10% of the
balance at the end of 1993. Total additions and retirements were $252,770

and $34,147, respectively.

(2) Electric plant was depreciated on a straight-1ine basis at various rates

ranging from 1.80% to 4.03% in 1993. For further information relating to the
Company’s policies regarding depreciation and amortization, see Note A included
in Item 8.

(3) Approximately $92,000 of additions in 1993 relate to various modifications made
to the Company’s transmission and distribution systems, approximately $73,000
represent an increase in generating equipment, approximately $37 million
represent capitalized DSM and the remainder includes additions to generating
station and other plant.
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Boston Edison Company Schedule VI
Accumulated Depreciation, Depietion and
Amortization of Preperty, Plant and Equipment
1993
{in thousands)

Column A Column B Column C Column D Column E Column F
Additions
Balance at Charged to Balance
beginning Costs and Other at end
Description of period Expenses Retirements Changes of period

Depreciation reserve:
Electric plant:

Production-fossil $ 275,749 $ 25,981 $17,619 $ 182 $ 284,293
-nuclear 352,997 43,184(A) 2,883 0 363,298
-other 18,884 1,089 579 100 19,434
Total production 647,630 70,254 21,081 282 697,085
Transmission 129,710 6,627 289 46 136,094
Distribution 339,153 29,727 17,863 2,428 353,445
General 58,490 15,584(B) 12,608 65 61,531
Capitaiized DSM 0 6,968 0 0 6,968
Harbor Electric
Energy Company 2,311 925 0 0 3,236
Total electric 1,177,294 130,085 51,841 2,821(D) 1,258,359
Accumulated
amortization
of nuclear
fuel (F) 201,978 21,815 0 {3,316} (E) 220,477
Total $1,379,272 $151,900 $51.841(C) § (4S5 $1,478,836
(A) Excludes $12,865 of nuclear decommissioning costs.
(B} Includes $9,237 of amortization of leasehold improvements, computer software and load management
program costs.
(C) Includes $17,694 of removal costs.
(D) Includes salvage value of property retired of $2,568 and FERC audit adjustments from audit report
covering the period 1/1/87 - 12/31/90 of $253.
(E) Payments to the Department of Energy for post-April 1983 nuclear fuel disposal.
(F) For information regarding the amortization policy for nuclear fuel, see Note A, part 4, to the

consolidated financial statements included in Item 8.
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Bosten Edison Company Schedule VI
Accumulated Depreciation, Depletion and
Amor-tization of Property, Plant and Equipment
1991
{in thousands)

Column A Column B Column C Column D Column E Column F
Additions
Balance at Charged to Balarnce
beginning Costs and Other at end
Description of period Expenses Retirements Changes of pericd

Depreciation reserve:
Electric plant:

Production-fossil $ 254,402 $ 24,989 $10,7%0 § 143 $ 268,744
-nuclear 276,126 38,109(A) 365 0 313,870
-other 16,713 1,788 2 0 18,499
Total production 547,241 64,886 11,157 143 601,113
Transmission 110,369 10,308 148 4 120,533
Distribution 312,855 33,711 25,112 1,724 323,178
General 44 444 10,238(8B) 2,889 2 51,795
Harbor Electric
Energy Company 462 910 0 0 1,372
Total electric 1,015,371 120,053 39,306 1,873(D) 1,097,991
Accumulated
amortization
of nuclear
fuel (F) 163,694 19,869 0 {3,426} (E) 180,137
Total $1,179,065 $139.922 $39,306(C) $(1.553) $1.,278.128

{A) Excludes $4,675 of nuclear decommissioning costs.

(B) Includes $6,179 of amortization of leasehold improvements, computer software and load management
program costs.

(C) Includes $8,974 of removal costs.

(D) Represents salvage value of property retired.

{E) Payments to the Department of Energy for post-April 1983 nuclear fuel disposai.

(F) For information regarding the amortization policy for nuclear fuel, see Note A, part 4, to the
consolidated financial statements included in Item 8.
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Boston Edison Company Schedule IX
Short-Term Borrowings
Year ended December 31,
{in thousands)
Column A Column 8 Column C Column D Column E Column F
Weighted
Max imum Average average
Category of December 31 amount amount interest
aggregate Balance weighted cutstanding outstanding rate
short-term at end average during the during the during the
borrowings of period interest rate period period period
1993 {1) $204,151 3.5% $320,000 $220,149 3.4%
1992 (1) $275,500 3.8% $314,998 $233,286 4.1%
1991 (1) $210.300 6.1% £324,400 $221.481 6.4%
Borrowings under: Year ended December 31,
1983 1992 99
Lines of credit $106,501 $162,500 $ 89,000
Commercial paper 97,650 113,000 121,300
Total 04,151 $275,500 $210,300

For information regarding the Company’s berrowing arrangements, see Note F, part 6, to the consolidated financial
statements included in Item 8.




Boston Edison Company Schedule X
Supplementary Income Statement Information
Year ended December 31,
(in thousands)

Column A Column B
Charged to costs
Item —. . And expenses
1993 1992 1991
Maintenance and repairs* 94,826 8

Taxes other than payroll and income taxes:

Municipal property $77,238 $63,430 $ 51,486

* Amounts are net of capitalized expenses.

For amortization of deferred cost of cancelled nuclear unit and amortization of
deferred nuclear outage costs, see the consolidated statements of income included in
Item 8.
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