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mmdﬁl& Cogenex, our energy man-
- W subsiciary, continues o domonstree thar
our decision to diversify into an encrpy-related busi-

~ s where we have expertise was correce. n 1990,

T BUA Cogencx became the leading coergy manage-

B0 ment company for Cities and towns in Massachasetty,
B0 with contracts 1o help 20 individual municipdities
B0 reduce cheir sniaal dlectrical requirements by some

= 25 mddlion Kdowert hours,

, The list ot commercial, educational, and hoalth
B care faclivies wich energy use managed by FUA

¢ Cogenex continues 1o read like a social regaster of
b magur firms. Clients added during 1990 mclude: The
B Furst Church of Chrisi, Scienitist; Pasasonic; AT&T,

. Polaroid; Rowes Whart on Boston's watetfront; the

S0 Viatape Club in Palm Springs, Calitornm, Trammel
B Crow Real Estare in Dallas.

Ak ELUA Cogenex added $1.1 million 1 the EUA Sy
D tem’s 1990 carnings. This was mate than double as
S 19R9 resules, andd the vutlook cantinues for even

B0 greater coneributions in the coming years.

L Ocean State Power
2 Usie 1 of the nunural gas-fired Ocean State Power
@ project i onorehiern Rhode Island entered commer-
B clal service at the end of the year. The Ocean State
F 1 Power project s a unique paethership among ewo
8 plectric uriities, & Canadian gas transmission pije-
BT line company and the project developer. Through sur
B FUA Ocean Suiee Corporation subsidinry we have a
iy H 29 9% equity mterest i1 the 255 megawatt Ocean
e State Power Usar Land the same share in tue march-
ing Unit 1, under construction for a scheduded Lae
B O insservice date, Montaup and Newpare both
B hold long-term power-purchase contraces wirh Ocean
State Power.
Ocean Stare Power Unit 1 15 the first new base loag
S generatiog staton o be buait m Rhode Island in o
£ halt-centary and is the fiest magor power planc in the
B Nartheast with a 20:yeur coneract for a matursl gas
8% tuel suppiy from Cunada. Besides tusther diversitying
out sousces of creriry. out investment si EUA Oz
: State should provide our shareholders with a pre
MBS miwm retarn
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EUA has taken steps since the 19705 to reduce s
dependence on oil used 1o generate elecericity. We
will continue it that direction in the 1990, Nuglear
eneeiy —as represented by Scabrook - and gas--as in
Oicean Stare Power < afe two igportant nons-o
saitces of generation . We increased our hydroeleceric
capability bust year, as well.

The commercial startap of the Seabroak auclest
generaing station 1 August marked the successful
culmmnion of @ Tovear effort wo get the 1150 mega-
watt genetating unit buile, hoensed and operating —
an effoet in which EUA played a crucial wle.

Seabrook annually displaces the nced to burn
1.5 miihon batrels of oil ar New England generating
stations while providing enough safe, reluble encrgy
tur-one sulhion New England homes. The 289,000
customers of Bluckstone Valley Blecie s Nowport
Eleceric and Bastern Edison are entitled 1o 2.9% of
Seabrook s output through Montaup's ownershup
interent in Seabrook,

Phase 11 0f che New Englansd Power Poal s encrgy
agreemient with Hydro Quebec entered partial service
during the year Full service s anticipated in mid-

(991 FUA benehrs from Montaup's and Newport's
aggregane A% share in the Hydo Quebec Phase 1
agfeement,

Coal, a fourth fuel, enabled us o provide more
rhan 605 of our decericity tram non-od sources. Our
ronversson of Montaups Sometset Stacion from ail
cowt was & sigauboant step whien we took it i rhe mied

19805 It proved equally imporeant in 1990, When
concitions in the Middle East caused the price of al
tor doubile berween July and October, we were #hie to
hold fuel cost inoreases paid by our reral electric cus-
tomets 1o less thun 4% As 1990 ended, 38% of our
proeration was fueked beonl, less than haif che 83% it
supplied in 1980, R lear energy, winch provided
17 % of veer elecircsey iy 19RO, marched ail's 485 in
1990 we now butn codl 10 fuel 227% aboul gencta
trom ancl nueural gas for 27% .

By 1995 we project oil will supply about ¥ of
ot generaning needs, coal, 219 poclear, A gas,
2849, The balance will come from o comhisaton of
hvdropower, and such non-teadiional sources a8
copreneeat ion and tideperdent power prodicers.
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ds Exigpt Commun Shurer and Por Shaire Amounts )

Operaing Expenses
Fuel

Other Operation

Muintenance

Depreciatson and Amortization
Taxes —Orher Thae Income

~ Incomie and Deferred Taxes

 Toal Operating E:Eenm B

Qpenung Income

Equity in Excnings of Jointly Owned Companies
Allowance for Other Funds Used During Conseruction
Additianal Charges to 1990 Earnings {Note A)

_ Orther (Deducrions) Income — Net (Nare A)

 {Loss) Income Betore Interest Charges

Interest Charges

Interest on Long-Term Debe

Amortization of Debr Expense and Premium

Other Interest Expense

Mlownmt tar Borrowed Funds Used Duning Consiruccion (Credin)

(Loss) Income Before Cumulative Effect of Acnunrmg C hangr

Cumularive Effect of Accouncing Change for Incame Taxes (Note D)

(Loss) Income After Cumulative Effect of Accounting Change

_ Preferred Dividends of Subsidiares

Consolidated Net (Loss) Income
Average Common Shares ()umandm&

(onscltdlted (Loss) Earnings Per Average Common Slmr

Before Cumulacive Eftect of Accounting Change

_ Cumulative Effect of Accounting Change for lncame Taxes (Note D)
__ Corsalidated (Loss) Eeraings Per Share
. Dividends Paid Per Share
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EUA Service Corporation:
10 2% Secured Notes due 2008
EUA Power Carparation: (Note B)
17 %% Series B Secured Notes due 1993
17 44% Series C Secured Notes due 1992
EUA Cogenex C vion:
10.56% Unsecared Notes due 2005
Riacks ‘one Valley Electric Company.
Firsc Mortgage Bonds:
18145 due 1993 (Series A)
915% due 2004 (Series B)
10.35% due 2010 (Senes )
Variabie Rute Demand Bonds due 2014 (1)
Eastern Edison Company:
First Mortgage and Collateral Trust Bonds:
8% Secured Medium Termn Notes due 1992
Qva% due 1993
AVa% due 1993
B.0% Secured Medium Term Notes duc 1995
GY2% due 1997
0% dae 1997
Q1% due 1998
83%&9% due 1999
775505% due 2002
8% due 2003
9% due 2016
104 due 2017
Pollution Control Revenue Bonds
0V aue 2008
Unsecured Medium Term Notes
G940 due 1995 (Series A)
Newport Electric Corporation:
First Mortgage Bonds:
5% due 1992
AV due 1994
11 V% due 1997
10% due 1998
9% due 1999
9.8% due 1999
8.95% due 2001
Second Morrgage Boads.
B.3% due 1998
129% due 2011
Small Business Admunstration Loan:
6.5% due 2005
Promussory Notes:
12% due 1993
Unamortized (Discount) - Net

_ Less Portion Due Within One Year
Toral Long Term Debr - Net

{11 Whighted aserapr imvecit vl kg 5 1% for 1900 wnd (.75 far (1Y
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L CONSOLIDATED STATEMENT OF INDEBTEDNESS
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Opeatong Revorms: & | soes ute based on billing
~ ares suthoried by applicable federal and siae regu
- latory commissians. Easeera Bdison Compang (Fast-

e Bdison), Blackstane Valley Elecinc Company
(Blackstane) wnd Newpart Elecenic Corporation

~ ANewporty, the retarl subsidiaries, follow the palicy

o ofageruig the estimated smount of antulled base

 rae reveoues Tor dectnicity provided ar the end of the

~menth to match costs wad tevenues more closely. T

 wddition they shso record the differcace between fuel

o costs pwurred and fuc costs billed . Montaup i

- FUA Power pecognize revenues when bifled,

: Mantaup, Blackstone, and Newport also record

the ditfference butweon purchased power costs

incarted and billed,

. Fwderwl e oo The general policy of FUA s

it subsschiaties with pespect taaccounting for Pederal

O acome taxes is to reflect an tacome the esumated

) bncome and Deferrod Taxes: i
Comp aents of weome and deferred ax expe: se for
- the years 1990, 1989 and 1988 are as follow .

o Bswsandsr
~ Federal:
Current
- Deterred
_ toveseiment Tax Credie, Net

Weag
C . Gument

. Charged 1o Operasins,
Charged to Orther Invome:

. Current

L ; Dieierred

o lovesrment Tax Credis, Ner

n

smount of ties currently payable and o provide G
aeterred vanes on certain items subject to temporary
difterences 1 the exten permnireed by che varous reg-
wlattory comvmissions. As permivted by the regolatary
commissions, 1 s the policy of the subsidinries o
deter the monual fnvestinent tax credits wnd 1o wnor
tiee these credivg over the productive tives of the
relared assers.

T 1990 FUA adopred Financial Accounting
Stundards Board Satement No. 96, “Accaunting
for Tugcome Taxes” (FAS 961, 8pe Nows B - Tneome
and Dietersod Tases for Turther devionls

Carh ond Tomporary Cand Dnveszmonts: EUA considers
all highly hquid mvestments purchesed with +
matunity of three morths or less 1o be cash
equivalents
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In 1987, the Financial Accounting Standards
Board 1ssu Starement No. 96, “Accounting for

,I © ' Income Taxes” (FAS 96), which recains the , artent
L requirement o record deferred intome taxes o tem-

porary differences that are reported in ditfereot years
for hinancial reporting and tax purposes; however, the

methodology for caloulating and recording deferrod

income tixes hos changed. Under the habidiry method

~adopeed by FAS 96, deferred tax Labilicies or assets

are compured using the tax rates that will be i effect

 when the temporary difterences reverse. Generelly, for

regulated companies, the changes 1o tax rates applicd
to sccumuted deferred income vaxes may not be
immediately recognized an operating results because
of tatemaking treatmont and provisions in the Tax
Retorm Act of 1986 EUA adopted FAS 96 10 1990
The cumulative effect of adopring FAS 96 tor petials
ending prior 1o fanuary 1, 1990, resulted oo $0.9
million reduction of deferred ras labiliees. This
acdhjustment 15 reflecred on EUAS Consohidated Stan
ment ol Income for 1990 as the cumuiative eftect of
an accounting change. Income taxes for 1989 ana
1988 have not been restated for this change.

In accordance with FAS 96, FUA has recorded on
the consolidated balance sheer a regulatory habiliny
to ratepayers of approximately $49 5 milion. T
amount primarily represents excess detersed income
rux credies resulting from the reduction in the Pederad
ncome tix rate and alsa includes deferred tax credats
provided on invesement tax ciedits which were previ-
ously flowed through ta ratepayers. Also a regulatory
asset ot approumately §37 milhon was recorded | rep-
resenting the cumdative amount of Federad incame
taxes on temporary deprecigtion differences which
were previously Hov o1 rough o ratepayess. These
amaounts 1 lude the tax effect of the future revenue
requsrements and are being amortized over che life of
the related depreciabie assets concursent wirk therr
FECOVEDY IT1 Tates

EUA has approximately $20 midhon of investment
tix credst carrytorwards which expire between the
years 2001 wndd 2003 and a net operating loss carrylor-
ward far tax purposes of 820 milhion expining 0 the
year 2005 These carsviorwards are primarily refared

“ta EUA Power

(F} Acquisitian:

O March 27, 1990, EUA consummased the punhase
from NECO !?merpnscs Ine ENECU of all of the
camman stock af NECOS wholly-ow oed subsiduary,
Newport Electric Corporarion iNewpiot ). 1o return
EUA fssued to NECO 340,000 EUA commidn shares.
The cotul cost of the stguisition, includiog 31,6 mil-
“‘Oﬂ m ﬁ"f:S. was vihued at $12.%5 million bawd on the
closing price of EUA commuon shares on the date on
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which the acquisition was consummated. Newport's
results of aperations have been consolidated into EUA's
Binancial saatements as of Apeil 1, 1990, EUA's resules
of aperations prior o Apnl 1, 1990 do not incorpo-
rate the activities of Newport. This transaction has
been accounted tor using purchase accoanting and
resulted an 38 0 malhion of goodwill incladed i
deferred debits in the consahidated balunce sheer.

(F) Capural Stk

The changes in the aumber of common shares out -
standimg and the inceases th other pardan capital
during the years ended December 31, 1990, 1989 and
1OURK were o fullows tdollars in thousands ).

Nymbser of Conrtyon Shases Tssugd

Ry i nseerentit Comunon v Ctha

aned Empboyis bl Aot pate Shages  Paubdn

Plage Sales  Avgunition At Pur apitad

i 9940 8047 S MR Y A2 $2T U8R
taxe UGS ] S0 000 wass 87402
YRS S 180 2025 LR IE S

In the event of invaluntary Hguidation the holders of
non-redeernable preferred stock of Blackstone and
Eastern Edison are entitled to 8 100 per share. o the
event of volantary hguidanon. o if redes, oo d ut the
apren af those compaties, cach share of the non-
re deerrable preferred stock 1s entitled 100 Blackstone's
4. 25% ssue, $ 104 40 Blacksrones 5 60% jssue,
$103 82, Fastern Edison’s 4 647 issue, $ 102 9%,
Eastern Bdsons 8 329 ssae. $ 10354 prior to Outo-
ber 1 1993 and at reduced premiums in subsequent
vears. Newpuorts non-redeemuble preferred stock s
catlable 1 whole or i pare ae 310350 per share.
Under the terms and provisions of the issues of
preforred srock of Blackstome, Newport and bastern
Edison, coetain restrictions ate placed upon the
paveent of dividends w1 common stock by each
company At Deceraber 31, 1990 and 1989, he
respective Caprtalization ratios were 1o excess of the
mamamiem which would make these restric wony
eftective

() Redeenmuble Preferred Stock:

Eastern Edison's 9.00% and 9. 807 Preterrcd Stock
issues wre enttled to mandatory sinking funds suth-
crent to redecn 6,000 god 8 000 shages, respectively,
during each twelvestnonth peniod vommencing Tuly 1
P9 an the case of the 9 00% msue and Seprember 1,
P99 3 1o thie case of the 9805 (ssur

The redemipnion price for gachs msue 15 equal vo the
nrteal public oftering price (8 WD plus accrued divi-
dends. Fastern Edison als) bas the aonscumelarive
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