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()r,m iting revenues (000 $1,548.554 51,482,253 + 4.5
9 : : .
Foeome available tor common stock (000)  $109,257 $102.513 + 6.6
-

Common shares outstanding
'\\w"hlmf‘x\:w\'- (O0K)) 45,338 4 959 + 0.8

Common stock data

Earnings per shar 52.41 $2.28 + 5.7

Dividends declared per share $1.775 $1.715 3.5

Payout ratio 73% 15 )

Book valug per shar $20.11 $19 42 36
Return on average common equity 12.1% 1.9 1.7
Fixed charge coverage (SEC) 2.45 2,22 +10.4
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Boston Edison is a public utility engaged principally in the generation, purchase,

transmission, distribution and sale of electric energy. It was incorporated in 1886

We supply electricity at retail to an area of approximately 590 square miles with
Pl Pl |

ON THE COVER: OUR NEW ENERGY in 30 miles of Bostor encompassing the City of Hmhv»' and 39 surrounding cities
MANAGEMENT CENTER onened in ind towns, The p-wpulm n of the territory served at retail 1s ipproximately

OO 000

January 1995. The facility gives employees
the ability to control the delivery of W

1l s¢ “‘H\"‘" clectricity to other utilities and municipal electric de partments at

electricity from our generating stations to |

1 I - 1
vholesale tor resale. About 8 percent of our revenues are derived trom retail

our customers’ homes. Members of the
Energy Management Center Team include
(from left) Ron Poindexter, Wendy Rueger,
Bob Sullivan, Dick Zbikowski, Frank
Donlan, Frank Flemming, Rick Fike

and Mike Saniord



DEAR SHMEHOLDER: Aggrvssiw cost control, the use

of new technologics, improvements in productivity and changes in work practices all contributed to
another successful year in 1994 for Boston Edison. We achieved carnings grnwth of 5.7 percent, and
continued a five-year trend of increasing your dividend, this time by 3.4 pereent to §1.82 up from
$1.76. This five-year pattern of increase places Boston Edison in the industry's top quartile for
dividend growth, and reflects continued financial strength, excellent operating performance and a
positive outlook for the future,

As the'pace of industry change increases, we face an exciting futwe full of opportunity. We are striving
to look fess like a monopoly and more like a successful service ana te “hnology firm. Our future includes
smaller, more efficient staff operations, strong alliances with busines « partners and the use of new
technologies to lower costs, imprave service to customers and position us to compete successtully.
COST CONTROL -~ W are cumrolling our costs successfully. In May, we signed new six-year con
tracts with our two union locals providing certainty as to wage adjustments and health care benetits,
and gaining more flexibility in work practices: As a result of investments in improved technologies we
realized signiticant gains in reliability and productivity, enabling us to reduce our work force by 371
positions, or 8.4%, in 1994, We .u'mmplishcd this '-through a combination of attrition and by selec
tively oliminating positions and functions. Also, we consolidated the
Marketing and Sales organizations, outsourced certain functions, and stream

lined aperations in line organizations.

Other measures will trim millions of dollars from Company expenses. Two
se -vice centers will be closed in 1995 with functions consolidated at remain-
iy, centers, Improvements in’materials management enable us to reduce
inventory and close three warehouses. By holding less inventory, streamlining
major work processes, standardiz'mg sizes and types of materials and employ-
ing just-in-time 'mwmor}'. techniques, we will save $7 to $10 million annually,
And, we are workinéwith vendors like General Electric and Westinghouse to
determine the price and availability of required supplies quickly and (o place
orders with minimal human intervention and paperwork.

Using new tcchnnlogics, the bill collection process has been improved,
increasing cash flow by some $4 million. Our fleet of passenger vehicles has
been reduced by 40 percent, or 250 cars, It is noteworthy that these savings
are being identified and realized by cross-functional teams trained in and
charged with finding solutions. They are doing just that.

An employee team developed a streamlined two-step, one-day process for
new customer installations, Combining new technologies with work practice
changes, this new process both reduces costs and improves service. Other emplovees reduced system
maintenance outage times and, in doing so, lowered labor costs, minimized customer inconvenience

and improved reliability.



PLANNING Our efforts to achieve greater flexibility in resource planning produced positive
results, as well. In an important decision from the Massachusetts Department of Public Utilities
(MDPLU), our plan to meet future demands for eloctricity through a flexible resource acquisition strat
egy was approved. The MDPU agreed that new supplies of electricity are not needed through the year
2000, and approved our request to issue an Options REP (a flexible contract giving us the option to

buy power at a predetermined price), calling it, “an innovative approach to resource planning.”
¥4 I g Pp p 13

In November, we climinated a cumbersome first mortgage bond indenture, providing us with greater

financial flexibility. We are one of only a few electric utilities to have no first mortgage bonds.

OPERATIONS Our generating plants continued to perform well. The
Pilgrim plant’s 1994 “report card” from the Nuclear Regulatory Commi “ssion
was its best ever, placing it in the top quartile of plants nationw i«lg-. Once
again, Pilgrim carned incentive revenues by cxs'm'(hng 1994 performance tar-

gets set by the MDPU. Future performance is expected to show continuing

improvement because of the elimipation of planned maintenance overhauls

between refueling.

In 1994, the fossil-tuel generation system achieved the second highest unit
availability in the svstem's history, significantl improving the percentage of

time generating units are available to produce power.

Also, major environmental modifications were completed at our power sta
tion in South Boston. As a result, the Company continues to have the cleanest
generating plants in New England. We are in compliance with the Federal and

State Acid Rain regulations through the year 2000, while other utilities still
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must invest to reduce emissions from their plants.

COMPETITION  successina competitive environment is measured in wins and losses, and we 've
been winning. One of the reasons is the quality of the sales and marketing team, a blend of profes-
sionals with extensive experience in competitive situations and seasoned Boston Edison veterans, This

year we gained more than 40 megawatts in new customer load, and had no significant customer losses,

In the wholesale market, all existing customers are under contract through at least the year 2002, and
we added a new customer with significant growth opportunity, the Town of Braintree, In the retail
market, we acquired new business from former steam customers and expanded existing customer

relationships through new other-side -of-the -meter services.

TECHNOLOGY With a locus on meeting the changing needs and expectations of customers,
we're looking for technological solutions that will enable us to reduce costs, improse and expand

service and add value to the customer relationships.

A new cnergy management center and the modeling of the future distribution business, both

described later in the report, are just two examples. Others can be found throughout the Company



PCTAtions, 1n s

enhance our relationship with our customers

the past five vears has beent one of steady mmprovement We have successtully ex
ur operating f»hm and, in many cases, exceeded our goals. Our management team is stron
ative, we have achieved tinancial strength and flexibility, and we have the strategies in place to
win in what we know will be a changing, more competitive environment. We are confident that what
CVOT (€ I’l.lll\'(‘\ COMEe O Way, we \\i” remain succe \\l‘J[

In closing, one change in 1994 that affected us both was the retirement of Bernard W, Reznicek. First

as president and then as chairman and chief executive officer, Bernie brought clarity to our manage
ment processes, and heiped us to deline excellence for our operations, to empower ¢ H}!)ilx\nu 5 L0 per

torm beyond normal boundaries and to enhance our reputation with regulators and the financial

community, He

Nebr 1“\.:

is now dean of the business school at Creighton University in his native Omaha,

ind serves on our Board ol Directors. We wish him well

b 2 AQ&M

George W. Davis
President and

Chiet )!u rating Othice




Questions are being raised about the changes in our industry and

what impact they're having on Boston Edison. In this section,

Company Chairman and CEQ
Tom May offers his views o indu.un,

rhangc and what sharcholders should expect in the future.,

What's driving the debate on how to
restructure the electric utility industry?

It's a combination of factors. First, the structure of vertical
Iy integrated utilities responsible for all aspects of genera
tion, transmission and distribution no longer makes sense

'he current svstem of regulation was largely created in the
1930°s when rapid expansion of the electric system was
critical to the nation’s economic growth, Today, that's no

longer the case. In fact, new, more efficient generation tech

(l'.‘!vl‘;h\ and lower Costs,

coupled with legislation that
started removing barriers to market entry in the late
1970, have already created a competitive commodity mar
ket for electricity. In addition, transmission svstems, as a
matter of Federal policy, are moving towards a common
carrier system (like the ULS. highway system) with equal
access by all. For both generation and transmission, there
are many que stions th.\t still need to be answered to assure

that stakeholder groups are protected, but the direction has

clearly been set

You can add customer expectations to the technology,
cconomics and public policy drivers. Customers want
choice and the benefits of « ompetition Ohurs is the last of

the H:ul‘(!ul industries to go ”Il'n!l'\'h this  process

bold proposals, followed by a period of reflection, sug
gesting a somewhat slower approach. In other cases, as
here in Massachusetts, the approach has been very delib
erate, very methodical. The Massachusetts Department of
Public Utilities is asking the right questions and bringing
the key stakeholders to the table. This makes a lot of sense,

and I support the department’s approach

Our goal should be to maximize the benefits of competi
tion to all customers, while minimizing the potential
harm to the various stakeholders. This suggests to me an
evolutionary process. We need to sort out the complex
regulatory and economic obligations created under one
another, And | think
At the

believe choice will begin with our largest customers,

regulatory scheme as we move to
this will take a number ol vears same time, |
pru'\.ﬂ!l\ within the next

live years

In the meantime, some of

the same technologic,

[N
nomic and customer factors
driving industry restructur

Ing are already  cr ating
Residential
competition \H‘)hl\lhdh'l 21.9%

customers will look at all

J

Industrial :
& Other
121."%

Customers want, and expect to be able to make, choices

in the future about their electricity supplier and the ser options to reduce costs in a

vices it will ofter

How long will this transition take?

Ihere’s a lot of speculation and uncertainty about this
Nearly two dozen states and the Federal government arq
today addressing the complex issues surrounding industry

restructuring, In some cases, there have been relatively

highly competitive national
global

of how |-)||\' it

Commercial

ceconoms No 58 4%

and
s \ZH'%H! S8
takes to restructure  the
industry, we have to be pre
pared to compete sucess
fully today to hold onto and

expand our customet base




What's your vision of a restructured industry?

| think the excitement will be in the retail distribution
business. Generation is a commodity, the competition
will be intense, and the margins will be small. Utilities
will continue to be players, in many cases through
alliances, but the number of players will be large.
Transmission will simply become the interstate highway
system lor moving power
from the generators to the
retail distribution compa
nies and to individual cus-
tomers who have a choice
of supplier. There will be
rm(l} access to the \}\‘!x'lll,
rates will be published and
generators, utilities and
customers will move on
and off relatively easily.
There will be traffic jams
and constraints, but those

will get worked out.

IU\t a new h'Lhnulngn‘\_
unpruwd CConomics dl\l'

customer choice are trans

forming the industry, so too
will they transtorm the retail distribution business. While
most customers will continue hmii\g electricity from us,
all customers will continue to have electricity delivered by
us. But that's only the beginning of the relationship. We
will transform our existing distribution business into an
integrated client services network. Automation and stor
age technologies will allow us to bring new levels of effi
\it‘llt) .m(l Inm'r COsts lnh»rm.\lh mn teg b\!\ulngh"« \\I“
enable customers to make up-to-the-minute buying deci
sions and allow us to monitor and control their use based
on their choice of services and products. Meters will be
replaced by computerized devices, and customers won't
have to wait until next month to know how much they
have used and at what cost. Alliances with companies that
market and move information are likely to expand the
nature and scope of services we can offer. So the prospects
for what this industry will look like in ten years are truly

exciting, once we work through the rules of transition

What role is Boston Edison playing
in the changes?

We have a vital role on behalt of all of our stakeholders
our sharcholders, our customers, our emplovees and
the communities we serve. If the interests of those stake
halders are to be protected, the transition should be
orderly to assure that no single stakcholder benefits at the
expense of the others. We are fortunate to have .xlrnnl_\
operated under an incentive rate structure in generation,
and our managers are committed to treezing base rates
through the year 2000. We also have a seat at the table in
every major forum looking at industry restructuring as it
could affect Massachusetts. In fact, we've proposed a reg
ulatory transition concept that would separate generation
pricing from transmission and distribution. It would pro-
vide for generation to be market priced, allow for recos
erv of any gencration assets currently recorded above
their market value through transmission and distribution
pricing, and establish incentives to improve utility efhi
ciency on the distribution system. The reactions we've
had trom a number of kev policymakers have been posi
tive, Ours is just one approach, however, and it's impor
tant that we be part of the debate on the full range of

proposals now under consideration.

What should shareholders expect
the next few years?

Shareholders should expect us to work diligently at con
tinuing the steady pattern of financial progress we've
achieved over the past five years. And they shouid expect
us to move into a more competitive environment by both
influencing the outcome of the debate on how to restruc:
ture the industry and by being aggressive in retaining and
attracting customers. In addition, we'll be looking for
new revenue sources from expanded products and ser
vices. As you'll see elsewhere in this report, we are con
tr »||mg COsts, \\mmn; mn u»mpt‘[ltl' ¢ situations, ‘“"k”‘!\'
new business opportunities and enhancing customer rela
tionships. We have a solid toundation for our participation
in the debate on industry restructuring and for respond
ing to, and benefiting from, the competitive pressures
that are already emerging We will continue to pursue our

abjective of outperforming the industry.



he building blocks for

a highly effective,
results-oriented and
competitive work force
are in place. The Company
encourages flexibility and
effective team and
individual problem solving.
Our employees will move
the Company forward.
That's how it will get done
~— through our people.

John Higgins, Senior Vice President
Human Resources




THE EMPLOYEE OF THE FUTURE ../ o

Utilities used te have
iong lead times to plan
for the future. Stability
was the norm, and the
premium on speed was
small. But the rules are
changing, and speed and
flexibility are required
attributes in a competi-
tive market. We are
achieving flexibility and
speed through our focus
on cross-functional
teams for meeting
customers’ needs, the
use of technologies and a
cost consciousness
shared by all employees

multiple skills, be Hexible and be expected to

'

undertake more tasks. Specialized jobs wnel

|
narrowly defined job classifications are being

} 1 1 1
h;xluu], antd ‘-[\.l;'lnv\\«\ e being asked and
CMPOWETY d to take more personal re \im:wl‘vlh':
for improving customer service For example,
Company and union leadership worked together
with 70 substation operators and mechanics to
: [ biikiig i f skill
create one new job combining both sets of skills
he new classification provides ¢ mplovees with
new flexibility to get the job done, benetits the
Company through more efficient use ol empioyec
and benetits

resourcees customers by [lm\kw

1
response at jower Ccost

[n this example, as in so many others, the key to

success is Mutual Gains Bargaining, a technigue

for understanding what's at stake betore negoti

ating an agreement that most closely meets the

enough,

needs of all involved . It sounds simpli

hut the effects have been very dramati

1994, our labor unions signed six-vear

In May

contracts. They include a number of productivity
|

and benelits improvements, along with fair wags

increases, that would not hay

been I-(nqllL
without Mutual Gains Bargaining. The contracts

{\g.m‘i. oth flexibility and stability as a result of

i shared view of emerging competition

In addition to well-trained and fexible mploy
ees, we will continue to tocus on technology t
he l[\ P m}ll:m es meet competitive challenges. In
1994 we initiated an interactive television simu

lation (!:w‘!ll!\ t hi ||‘ first !1!;. SUPCTVISOTS face

real-life situations. For example, the module pre

Sents a supervison with 50 homes without power
at the end of a shift, The SUPETVISOr answers 3
series of questions and makes decisions. The mod

ule takes the “answer”, evaluates it, and presents a
number of other scenarios that IHI_I’H }l‘(\\ been
considered. Such training broadens

employees

thinking, enhances decision-making and increases

confidence

From left: John Prior, Warren Farnsworth and Steve
Prosper, a self directed work team given the
autonomy to act on behalf of the customer.



OUR

APPROACH TO
SERVING
CUSTOMERS .. ..o,

We are becoming a business partner, not just an
electricity provider to our commercial and
industrial customers. We are working to under
stand their businesses so that we can be a more
eftective partner in meeting their needs, We are
using teg }mvrlw_'\ to llnpl'l:\‘ SCTYICe, ‘u‘.\«'!‘ COSS
and ('l\h.ln\t‘ our customers’ Inlc'r'l‘..ll upmu\lum\
|H tinl!\;j SO, we \\l” .\tH \Alllil o lhl I Id'{lullwhl;).
which will he Ip us retain and attract customers
The eftects of changes in the industry are evi
dent, and we are responding well. In 1994 we
gained over 40 megawatts of new load and had

no signilicant customer losses

In anticipation of a tougher, mor competitive
future, we structured sales and marketing fune

tions to ensure the most ¢ Hective re Sponse to the
varving needs of customers. We recruited sea
soned sales and marketing professionals from
competitive industries, The combining of highly
skilled long term Boston Edison employees and
sales professionals from competitive industries
has produced an exce ptionally strong team. W
are positioned to develop re lationships more fully
and to better anticipate needs because we under

stand our customers’ businesses. We are abie to
offer total energy solutions to customers, gomng
well beyond the traditional utility scope, to help

"h' m ll]l}\lil\t [h' Ir own AH!HP('[IU\- ‘M'\IU\"H\

We will deve 1“[1 alliances with vendors, contrac
tors, manufacturers and other business partners
to ofter our customers a lil\x['\l lnw!””lh. ol
products and services. For example, a mult

faceted effort with the Massachusetts Water

Resources Authority goes well bevond supplyine
g pplving

aspect ol the

electricity. One partnership
involved the installation of a 115 kv submarine
cable and the construction of bac kup generators
to serve a new waste treatment facilityv for
Greater Boston, In addition, the ( ompany and
MWRA have entered into a three-vear operation

and maintenance training agreement which

alone is valued at more than $2.5 million. Boston
Edison personnel are using their expertise to
train MWRA personnel. Other aspects of the

relationship include energy efficiency upgrades

and environmental technologies

In another example of alliance building, the

Company worked with city and state govern
ments to put together a comprehensive pm|n,~.\|
which led to the restart of a large paper compa

nv it Boston. The company will create 120 jobs

and add 9 me gawatts of load to our system

[he bottom line is that business customers want
help in meeting their business needs. So, we must
be more ¢ reative, act mor quik H\, become a ’ml
of our customers’ total business solutions, and stay

focused on the basics of customer service

Part of the team responsible for planning,
constructing and delivering service to the new
MWRA wastewater treatment plant. Pictured from
left: Jerry LaFond, Bill Polin, Rob Billet, Dan
Charbonnet, Chariene Greene, Tim Croweli, and
Tony Gervasi.

Customers want quality
and value. Providing the
right mix of both will win
customer loyalty. That is
why we are werking
closely with our
customers to understand,
not only their energy
needs, but also their
business needs. This way,
we can offer operating
efficiencies,
environmental solutions
and new technologies to
suit individual situations.
In other words: A total
energy solution based on
innovation and expertise,
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Pictured below is the MWRA wastewater treatment facility located on Deer Island

W o e

e

ustomers want the ability to
make a ~hoice. Tomorrow they
will have that choice in one form or
another. For some of the largest
customers, the choice will be over
their energy provider, but for all
customers they will be able to
exercise some choice over an
array of products and services
delivered over an integrated
customer services network.
Faced with these choices,
customers will make
electricity purchase
decisions based on the
value they're receiving

L. Carl Gustin, Senior Vice President
Marketing and Corporate Relations




Pictured below is the interior of the new Energy Management Center which began operations in January 1995,

ur future core business will
provide customers with
energy, information and a variety
of servives over our lines. New
opportunities for proaucts and
services will oceur m ich faster
than in the past Our vusiness
successes will feature superior
control of costs, more flexible
employee relationships, selected use
of technology, strategic alliances with
suppliers and customers, and
innovative practices which create
new business opportunities.

Ronald Ledgert, Senior Vice President
Power Delivery




AS THE UTILITY
INDUSTRY CHANGES, ... v

We are we

As tho industry changes,

we will play a critical

role in furthering the
interests of all our
stakeholders. We want to
take a leadership role in
shaping the future of the
electric utility industry.
We will attempt to
maximize the benefits of
industry restructuring to
all stakeholders. We
have a solid foundation
for our participation in
the key debates on
industry change

Boston Edison representatives leading the
discussions on forming a Regional Transmission
Agreement and restructuring the New England
Power Pool. Pictured from left: Joyce Wood
Phil Legrow, Ed 0'Brien and Joel Kamya




ITIS
IMPORTANT TO
UNDERSTAND . ot ot o

) ised on reliable information

ZiNg thelr own business units

s throughout the ory

uncle

mar

Members of the cross-functional team working on
the two-year Distribution Circuit Business Pilot
Project. From left: Ben Tucker, Mike Cooper,
Virginia Walker, Frank Gaffney, Frank Silvia,

Rob Becker and Annmarie Svingen

We will simultaneously
strive for cost savings
and for smart
investments in new
technologies. The wires
into our customers’
homes and businesses
will one day carry more
than just electricity. They
will also carry services
and information; another
link to the information
highway. The right
technologies improve
reliability, add value for

the customer and nrovide

potential new revenue
sources. It's ap
investment in our
competitive future.




Pictured below is a photovoltaic system that generates electricity using energy from the sun. This

state-of-the-art pilet project was co-funded by Boston Edison

s the details of regulatory change
unfold, we are actively preparing
our managers for the business of the
future through improved information
and better application of technology.
Gone are the days when we could
look at our business operations
as a whole, total up the cost,
add an appropriate profit,
and charge customers the
portion regulators
approved. Qur future
will depend on our ability
to be the provider of
choice for customers

Charles Peters, Senior Vice President
Finance




¥ ur reputation among regula-
tors, customers and communities
Is vital to our future success. We
achieve that in large part by
operating in a safe, reliable, and
environmentally responsible
manner. It's also important to
have open communications
with the community and
regulators to benefit from
their input and inform
them of our plans.
Cameron Daley,

Senior Vice President
Poawer Supply

E. Thomas Boulette,
Senior Vice President




A COMPETITIVE

POWER GENERATION

In every community
where we operate a
plant, we must remember
that we are neighbors
and guests. Making low-
cost power has to be
balanced with many
other things, including
top-notch reliability,
safety and environmental
practices. Additionally,
our relationship with our

communities is a priority.

MARKET emphasizes sate,

reliable and low cost power Every (mpln\vr
knows that our reputation among regulators,
customers and the communities in which we

operate is also important

fhe Pilgrim Nuclear Power Station’s 1994
“report card” from the Nuclear Regulatory
Commission was its best eves, placing it in the top
quartile of plants nationwide, Also, at the Pilgrim
plant, we are decreasing costs by improving main
tenance planning and reducing down time for
maintenance work. Beginning in 1995, we will
refuel the plant every two years and eliminate
planed maintenance outages between refueling
This performance combined with a reduction in
the length of each outage will increase our aver
age capa ity factor to 83%, pl.n Ing us In the tu')
group of plants nationwide and resulting in an

annual cost savings of $4.5 million

On the fossil-fuel generation system, we've also
xnlllrn\u' ul)tr.l!h'l\- and reduced costs, We
streamlined work practices and consolidated
maintenance activities into one group resulting
in reduced staffing levels and cost savings

3

totalling $2 million. Our unit overhauls were

completed ahe ad of schedule and 9% under bud
get. We've also negotiated five-year contracts
which cut natural gas transportation prices in
half, and will continue to look for every oppor

tunity to decrease the cost of our product and
|

CHOSUre Our SuUcoess

We complete d important environmental moditi
cations at our p?.ml in South Boston in 1994, As

a result, future ¢ xpenditures to meet Federal and

State Clean Air Act requirements are expec ted to
be minimal. We also installed a new, state-of-the
art environmental management svstem  across

the company

We have taken a leadership role in working with
public and municipal utilitics, non utility gen
erators, power marketers and regulators to build
a consensus on what a “regional transmission”
agreement should look like, and how the inter

ests ol our customers and sharcholders can best

'N St l'\\'l’

As more players try to hght for a piece of the gen
eration market, we'll continue to focus on man
agivg ourselves efficiently and effec 1|\(»|}. remain
an active player in community aflairs and ensure
our customers and sharcholders are actively rep

resented at the table of regulatory change

Members of the Pilgrim Station outage review
team preparing for this year's planned refueling
outage. From left: Bruce VanFleet, Nancy Desmond,
Stuart Minahan, Tom Trepanier, Mark Potkin and
Steve Geary.

15



Management's Discussion and Analysis

Regulatory Proceedings

Retail settlement agreements

(’/w rating expenses

Results of Operations

1994 versus 1993

Operating revenues

)




Interest chatges

Interest

lebenture redemptons in 1994 and the significant first mortgage
bond refinancing in 1993 at lower interest rate This decrease w par
tiall iiset by higher amortization of redemptior premiums Other
interest increased due to higher short-term interest rates par
tially oflset by a lower average short-term debt le Allowance |
borrowed tunds used during construction (AFUD! \\!u»“"pl'urw'-
k the linancing sts of construction, ncreased as a result 2 hagher
v AFUDC rate related to higher short-term interest rates
1993 versus 1992
Earnings per common share were $2,28 M3and $2 .10 in 199
The increa n earnings was primarily the result of a retail rate
increase ettective November 1992 the xpiration ot a long-term
purchased power contract Jctober ™3 amortization of
‘ delerred canceiled nuclear unit Sts and wWer interest ¢ Xpense
lhese positive hanges were partially oflset by higher perations ar
maintenance, Income tax and property tax ¢ Xpenses

Operating revenues

Operating revenues increased 5.0 wer 1997 as lotlows

in th

usandd

Retail electric revenues increased § thon, The N
992 and 1993 rate increases resulted in $40.6 million of
venu i 173, Fuel and purchased power revenues in
$29 on o 297 vrin to the t oft
i wihor r primarily du the timu I
and | hased powe st Hecty and lower re nues 1
trom short-term power sales as discussed below
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1
| AMOT short -t power sa rey \ wer i result
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il Ty an irchased power xpenses decreased $ n
, expense decreased primarily due to a decrease in
ition ancdd an B 1 ASC 1IN NuU Al gen m, resuitin
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i ts both highe nterchange purchase
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additional
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' ) Y

Ing unit
hat

" ndan

i and
have n
illion. Fue

th \ atio ind \ t 1at vith the lor Let
ntract that expired in October 1993, The decreases in expe
were partiall Hset by the tin el | purcha
pow st ection
Other perations and mamtenance expense increase P
marty due to mcreases | mplovee benelits and nuclear pr wl t
expenses Postret ment benelits expense inoreased | S/ mihiw
g!“'lm'«i‘. A8 A result of the I‘r::'" mn ot at L inti tandard
wension expense increased by $5 million; both are provided | !
1992 settlement agreement and further explained in Note F to th
consolidated hinancial statement A retuchis tage at Pi i
station i % 5 resulted i high nu r produ i’ Pt
Depreciation and amortization expense increased i 193 pr
mariy due to a higher annual decomenissioning chai ge for Pi i
Sation effective N mix 192 provided by the 1992 settlement
wreement, | he charge 1s based 197 timate of de
loning costs as turther d S8 Note D to t nsolidated
ial ments. In addition. t} lect of low n tion
implemented in accords with the settiem t nent
fiset by th Hect of a vgt lep lat plas ralan
in a raan witl ™ ttiement agreement w i n
expense any of the 1S midlion | rey ning deferred SIS associa
1 with the cancellcd Pil ! nuclear unit i "™
Amortization ol deter I nuclear outage 1 nsists of
amounts related to the 1993 and 1991 refuel witages at Pilgrin
Mation a i ussed i the result H operation oy 194 versu )
I he Increase in demand side mana nent XPense i
consistent with the increase in DSM revenu en
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DSM expenses in August 1992 | 193 w xpensed and collecte
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altect earning
Interest charges and preferred and preference dividends
lotal interest charges decreased $4 million in 1993, Interest lor
term debt decreased primarily due to the refinar { substantia
Al our tirst mor bonds &4 Aer mntel rat partial
ffset by higher amortization of redemption pr Orth t
st charg t I8 fue t 1 § t 1 l \ ar \
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|‘v"~rn‘?.nd’vr-l.!xr.w dividends decreased 5. 1% due to the

§

re ‘.i‘b ement of a preterred and a preference stock issue with less

costly issues of preferred stock

vinancial Condition

Our 1992 settlement agreement is providing us with increased rev
enues from retail customers over the three-vear period ending
October 1995, Additionally, a significant long term purchased powe
contract expired in October 1993 with no change in related rey
enues. The settlement agreement also limits the annual rate of return

on equil) during the three - year pe riod to 11

excluding any
penalties or rewards from performance incentive

Our ability to achieve or exceed the 11.75 ate of return on
.‘{um\ is [!'lrln,u\% dle P ndent upon our ability 1 ontrol costs and
to earn pertormance incentives from generatic pre rtormance mech
anisms. The st significant impact that incentives can have on out
tinancial resuits is based on Pilgrim Station's annual apacity lactor
An annual capacity factor between 60% and 68% would provide us
with approximately $47 million ol revenues in the performance year
ended Octaber 1995, For each percentage point increase in capacity
tactor above 68 annual revenues will increase by approximately
$690,000. For each percentage point decreas
below 60/ to a minimum ol $5%), annual re
i

by approximately $790,000. Pilgrim’s capacity or the perfor

mance year ending October 1995 is currently ted to be

P

approximately 69 2 decrease from the capacity factor

achieved in the performance year ended October 1994 primarily
fue to the refueling outage scheduled for 1995, We earned Pproxi
mately $47 million in revenues related to Pilgrim's apacity factor ir
the performance vear ended October 31, 1994
Pilgrim Station automatically shut down in August 1994 as a
result of a non-nulear pr blem with its electrical generator. The
]‘J.uz' returned to vie ' nonths later following the « inple
i as maintenan W
194 mad
enerating plants

not believe

S ('1‘ maont

rates will remain

Liquidity

We mieet
nternally generate I'hese funds

el expen

cantly from the 1995 amount in the four years thereafter. We have
long term debt and preferred stock payment requirements of
$102.6 million in 1995, $103.6 million per vear in 1996 through
1998 and $3.6 million in 1999

External inancings continue to be necessary to supplement our
internally generated funds, primarily through 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, 1994 we had $215 million of short
term debt outstanding, none of which was incurred under the
revolving credit agreement. In 1994 our state regulators approved
our hnancing }”‘”' to tssue up to § 500 million of securities through
1996. The proceeds will be used to refinance short and long-term
securities and for capital expenditures. Refer to Note H to the con

solidated financial statements for specific information relating to owr

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 unfavorable economic factors
altecting the manufacturing industry in Maszachusetts, including
defense cutbacks and continued downsizing in the computer indus
try. Increased sales to commercial customers more than offset the
decrease in sales to industrial customers as economic factors provi I
ed growth in the commercial sector in 1994 Total retail sales
increased 2% in 1994
["H"-iv mentation ot DSM programs which are designed to assist
ustor in reducing electricity use, will result in lower growth in
ele ( sales, We receive approval from our state regulators tor
annual DSM spending levels and recovery amounts. Through 1994
ted from customers certain [SM program costs primarily
ar incurred and other DSM program costs over a six-year
» provided with incentives and recovery of lost
ustomer
Costs that we
Osts ar eXpe 1€

will continue

' through 1994 along

| balanc

lectric utility business is in a period of transition from a tradi

tional rate-regulated environment based on cost recovery to an envi
ronment with both competition and modifi d regulation. The effects
of competition to . been most evident in the wholesale ele
market. i o ircreased competition from other ele
generators to sell electri

r suppiy

ments




We are also beginning to face some forms of competition in the
retail electric market, This is happening as i dustrial and large com
mercial customers pursue their ptions to generate their own electri
power, as customers look to obtain 1ower electricity prices and to sub

stitute natural gas or oil for eiectricity tor heating or cooling purposes

!
and as large facilities factor thie cost of electricity into their decisions
to relocate into or out of a g1 wn service territory. In the future, the
pots ntial exists for electric uv' ties and other ene rgy w.“n@u rs to sell
electricity to retail customers  f other electric utilities without re gard
lor existing service territories. In addition, our state re gulators are

currently investigating two issues related to the onset of competition

incentive regulation and industry restyru turing

! t

We are responding to the current and antic ipated retail competi
tive challenges in several ways. We do not plan on seeking any adJi

tional base rate increases until at least the ar 2000 and are working

to accomplish this by controlling costs and increasing operating effi

ciencies without sacrificing quality of service or profitability. During

1994 we reduced our workforce by 8.4 we negotiated six-vear

contracts with our two union locals which resulted in cost-saving

changes and limits wage growth and we implemented various other
cost control strategies, We also dey customer alliances and

provided economic development rates to some customers. In addi

on, we liled with our state regulators for approval of lower rates
. 'l

tor a small number of large manufacturing customers «
basis. These actions all signify our commitment to be a « ompetitive

priced, reliable provider of energy. We are also actively parti ipating

in re L’uf\:lwl y and legisiative discussions and procec :lmi'\ concerning

the future structure electric utility industry. We de not expect

the economic development rates or the proposed lower manufactur
ing customer rates to have a signifi wr Hinancial con
dition or results of perations

As a regulated company, we are subject to certain accounting

Ihese

rules that are not v_ui\;v!x‘ able ither businesses and industries
unting rules allow regulated ompanies, as appropriate, te
1s regulatory assets instead of expenses wi

- !

egulatory assets are ,\‘\,‘1,‘ur

tuture

\m:ll | have t

Resource regulation

f power from an independent power produ
starting as early as 1995 Wi

believe we need any new power

Massachusetts Mprerme lwiu ial Court ‘\,f\ ) !

and in 1994 the S|C remanded case to our state regulators

further consideration. () s then issued an order requ

negotiate a contract with Altresco Lynn. We filed an ppeal of

ober 1994 and urrently awaiting
In addition, we supported an ppeal

y wly s conditional approy Ml

althougt

also subject to our state regulators’ integrated resource
management (IRM) process in which electric utilities forecast their
tuture energy needs and propose how they will meet those needs by
balancing conservation programs w ith all other .u},fai;. s of energy. We
submitted an IRM filing in 1994 and received a favorable ruling in
January 1995. Our regulators found that we do not have a need for
additional resources through 2001 and are not required to issue a
competitive request tor proposal for new gener iting capacity at this

time. We are required te update our IRM filing in January 199¢

Non-utility business

In 1993 we created an unregulated subsidiary, Boston Energy

Technology Group (BETG), (ollowing approval from our state regu
lators. We have authority to invest up to $45 million in this wholly
owned subsidiary. BETG engages in demand side management activi
ties and businesses involving electric tr insportation and the related
infrastructure through two wholly-owned subsid

BETG acquired a substantial majority interest in two additional busi
nesses, REZ-TEK International ( orp. produces systems that treat
cooling water used in commercial and industrial air conditi Ung sys
tems in an energy eflicient and environmentally sound manner, and
Coneco Corporation provides engineering and project management
services to energy and water conservation project deve lopers and
ontractors. These acquisitions were not material

We do not currently have a substantial investment in BETG and

do not anticipate it significantly mpacting our results of operations
‘

in the next several vears

Other Matters

Environmental
We are subject to numerous federal, state and local standards wi

respect to waste disposal, air and water quality and other

mental Is can require that we modify
|

Our exis Ating Costs

perate 48 properties where hazardous materials
past. We are required t 4 1p these proper
wetable developed by the Massachusetts
t

tion (DEP) and ar continuing

ular char

responsibl ;Hv' h le anuj Ol te
in Massachusetts and other states where

transported or disposed ol haz

!
ajority ol these sites we are one of
many potentially responsible parties and we currently ¢ xpect to have

only a small percentage of the potential liability. Through December

194, we have accrued approximately $7 million related to our

anup liabilities, \ are unat to tull ctermine a range of rea

sonably possible d amount,
crrcumstances




sal facilitie

ited States Department of Ener

sal Of spent nuclear tuel

the DOE s schedule of a
lisposal. R \ D to the consolidated finan

r turther discussion regarding LLW and spent

msent arder with the DEP and other interested

ertain nprovements in the ¢mission «

wr existing chimney stacks with two tg stacks in

quality in the vicinity of the station, and the

xides burners, The costs of these

r assoCiated impros

994 . were ipproximately

purn natural gas

of the DEP consent

1 tueled exclusively by natural

merget rcumstances. We have made
"

1 supply of natural gas to run the station at a

Jeve i ast-cost plan for operation

his minimum level involving prin ipally the utilization of
iptible g I " m capacity purct
190 Clean Air Act Amendments will require a significant
nationwide en s of sultur dioxide from fossil fuel
erating units. The 1 " Il be accomplished by restrict

missions through a market-based system ol
! dlowances that are in excess ol our
table, Any gain from the sale
atment. Other |
THSsI0n

ombustion system

ns, ncluding the

allow the units t t pt 1S : standards

Depending utcon certain DEP air quality modeling
stuclies ntly rog . 10 i n reductions mayv als«
additional reductions and the
r modihications is uncertain at this tim
there have been increasing public concerns
wwnctic hewds (EMF) associated with electric
transmission and distribution tacilities and ‘]'l'.””" es and wiring Ir
buildings and homes. Such concerns have included the possibility ol
erse health effects caused by EMF as well as perceived effect
perty values. Some scientific reviews conducted to date have sug
I associations between EMF and potential health eftects, whils
1a ¢ not substantiated such associations. We support
arch into che subject and are participating in the tunding
industry-sponsored studies We are aware that | oncern
regarding EMF in some cases has resulted litigation, 1 pposition
to existing or proposed facilities in proceedings before regulators or

erning EMI

levels. We have addressed issues relative to EMF in various ke

r regulatory stanclare

gislation «

pr 7 and in discussions with customers and other

concerned persons: however. to date we have not been signihicantly

d by these developments. We continue to closely monitor al

ispects ol the EMF issu

Litigation

In 1991 we re named in a lawsuit alleging discriminatory employ
ment practices under the Age Discrimination in Employment Act of

1967 concerning 46 employees affected by our 1988 reductic

il counsel continues to vigorously defend this ¢

information presently available we do not expect that
sation or certain other legal matters in which we are currer
involved will have a material impa 1 our financial condition
However, an unfavorable decision o against us could have a

material impact on our results ol a reporting period

Executive Office Changes

wr former President, Thomas May
ve Othcer, torm

ame President and

and Chiet Exe




CONSOLIDATED STATEMENTS OF INCOME

in thousands o)

Operating revenues S 1,548,554
(v;..[m-A XDenst

156,951

356,874

Other operations and maintens 441,423

Depreciation ane ) 149,122

19,791

7,721

35,438

100,132

54,279

Total operating expens 1,321,731

()p.'r.uvn(.“; income 226,823

Other income (expense ), net 5,658

‘perating and other incom 232,481

102,570
12,367
(7,478)

107,459

45,338

Earnings per share of common stock ’ 2.41

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS

1994

343,314
15,765
0
80,545
96,310
247,004




CONSOLIDATED BALANCE SHEETS

December 31

1993

$ 4,074 810 L 3.904 77
1,344,452 5 2,730,358 35 417
291,836 e il b e
236,239 55,597 477 390
144,048 T 144,835
2,930,003 ' g ' 642
24,678 24.292
82,831 060

6,822
189,182
32,240
71,560

26,705 326,709

252,389
S 31,616,610

Capitalization and Liabilities

Common sto qui 915,747

123,000
94,000
1,136,617

102,250
214,786
139,119
24 464
23,533
31,908

76,615

40,277
515,454
67,048

92,404

19,388

$ 3,616,610




CONSOLIDATED STATEMENTS OF CASH FLOWS

| December 31

1994 | 909

142,932
18,810
19,067

7,721
13,967
(4,184)
(4,092)

(7,478)

(20,701)

3,093

21,505

0

Ol irrent asset ability 36,908
Onth 15,561

Net cash provided by operating activities 368,131

(198,760)
(21,934)
(37,007)

(16,771)
(386)
(258,886)

1

10,634
0

15,000

(2,000)
(50,000)
10,635
(95,460)
(111,191)

wh and cash equivalent (1,946)

108,462

46,074




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note A. Significant Accounting Policies

Basis of Consolidation and Accounting

r Rates

IStOmers

expenses and 1s incl

I

Hw‘:, rohase

ferred nuclear outag : ‘ years as approved in the tilement agreemen e deferred cost balances in 1994 and

imortization of Discounts, Premiums and Redemption Premiums on Debt

N\ fiste | Ints, pren i i d mpt ( I I i it

{llowance for Funds Used During Construction (AFUDC)

AFLIE K I

A\l

dilowance for I).nu)‘{/u." {ccounts

10. Regulatory Assets

" ! 1




Note B. Retail Settlement Agreements

1994

105,786

617,358

13,216
43,273
1,332
44,083
101,904

515,454

1994
62,839
(4,46%)
(4,092)

54,279

2,550
284
2834

S 57,113

1994
35.0°
4.3
(2.3)




Note D. Nuclear Decommissioning and Nuclear Waste Disposal

l. Nuclear Decommissioning

Spent Nuclear Fuel

r Units

Note E. Pensions, Other Postretirement and Postemployment Benefits




vears ended December 31,

(in thousands) 1994 1993 1992
Current service cost - benefits earned S 15,057 $ 11,734 § 10,683
Interest cost on projected benetit obligation 13,961 33,181 32,287
Actual net loss/ (return) on plan assets 214 (44 470) (23,2%81)
Net amortization and deterral (32,]69) 8. 528 (13,349)

S 17,063 $ 8973 $ 6,140

Net pension cost (a)

{a) In accordance with an agreement with our state regulators we deferred the difference in net pension costs and the annual funding amounts. Net deferred costs

amounted to $6 million and $ 14 million at December 31, 1994 and 1993, respectively. Net pension costs recorded as expense were $25 million in 1994 §5

million m 1993 and $0 in 1992

We used the following assumptions for calculating pension cost;

1994 1993 1992
Discount rate 7.00% 8.25% 8.25%
Expected long-term rate of return on assets 10.00% 10.00% 10.00%
Compensation increase rate 4.50% 4.50% 4.50%

The pension plan’s tunded status was as tollows

December 31,

(in thousands) 1994 1993
Actuarial present value of benefit obligations:
Accumulated benefit nhlg.mnn, ing lmhng vested benelits of $305,632 and $384 150 S 321,072 $ 400,895
Plan assets at fair value S 289,164 S 394,233
Projected obligation for service rendered to date (387,910) (509.661)
Projected benefit obligation in excess of plan assets (98,746) (115,428)
Uarecognized prior service cost 13,328 K,139
Unrecognized net loss 67,361 75,352
Unrecognized net nl)hg.\nun 8,998 9932
Minimum liability adjustment (b) (22,849) 0
Net pension Imluln'\ S (ll.‘NJS) $ (22,005)

(b) Statement of Financial Accounting Standards No. 87, Emplovers” Accounting for Pensions (SFAS 87, requires the recognition of an additional minimum lability

for the excess of accumulated benefits aver the fair value of plan assets and accrued pension costs. In accordance with SFAS 87 we recorded an additional mini

mum hability and corresponding intangible asset of $23 million on our consolidated balance sheet at December 31, 1994

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

1994 1993
Discount rate 8.25% 7.00°
Compensation increase rate 3.90% 4 500

We also provide defined contribution 401¢k) plans for substantially ali our emplovees. We match a percentage of emplovees” voluntary contri

butions to the plans, which amounted to S8 million in 1994, $7 million in 1993 and $5 million in 1992,

2. Other Postretirement Benefits

In addition 10 pension benelits, we also currently provide heaith care and other benefits to our retired employees who mect certain age and vears of

service eligibility requirements. In 1993 we adopted Statement of Financial Accounting Standards No. 106, § mplovers” Accounting for

Postretirement Benetits Other Than Pensions (SFAS 106). This requires us to record a liability during the warking vears of employees for the

expected costs of providing their postretirement benelits other than pensions (PBOPs), Prior to 1993 our policy was to record the cost of PBOPSs

when paid. Our transition obligation upon adopting this standard was approximately § 183 million, which we elected to recognize over 20 vears as

permitted by SFAS 106

Our 1992 settlement agreement provides us with a phascin af a portion of the higher PBOP costs incurred under SFAS 106 and allows us to

defer the additional costs in excess ol the phase-in amounts to the extent that we fund an external trust. Our funding policy is to contribute 100%

of postretirement benefit costs to external trusts. Accordingly, we recorded expenses of 317 million in 1994 and $15 million in 1993, reflecting the

amount ol current cost recovery from customers, and deferred the net costs in excess of amounts ¢ xpensed for future recovery. Net deferred costs

amounted to $16 million and $ 10 million at December 31, 1994 and 1993, respectively.

21



Net postretirement benefits cost consisted of the following components:

vears ended December 31,
{in thousands

1994 1993
Current service cost - benefits carned $ 4978 5 4,351
Interest cost on accumulated benetit uhhgatum 13,632 14,286
Actual return on plan assets (187) 0
Amortization of transition obligation 9,151 9,151
Net amortization and deferral (2,581) 0
Net postretirement henefits cost S 24993 $ 27,788

We used the following assumptions for calculating postretirement benefits cost:
1994 1993
Discount rate 7.0% 8.0%
Expected long-term rate of return on assets 9.0% 9.0%
Health care cost trend rate 9.0% 12.5%

The health care cost trend rate is assumed to decrease by one percent each year beginning in 1995 to 5% in 1998 and vears thereafter. Changes
in the health care cost trend rate will affect our cost and obligation amounts. A one percent increase in the assumed health care cost trend rate

would increase the total service and interest cost components by 20% and would increase the accumulated benefit obligation at December 31, 1994
by 18%.

The postretivernent benefits program’s funded status was as tollows:

December 31,

(in thousands) 1994 1993
Trust assets at fair value S 13,300 $ 18,016
Accumulated obligation for service rendered to date from

Retirees S (9;,960) $ (75,216)

Active :'ll\p'cwu'('\ vllgihlc' to retire (",' 59) (64 880)

Active emplovees not eligible to retire (51,545) (176,664) (73,285) (213,381)
Accumulated benetit obligation in excess of trust assets (143,364) (195,365)
Unrecognized prior service cost (19,502) 0
Unrecognized net (gain) / loss (1,849) 21,497
Unn‘\ngnurd transition nhhgd(iun 164,715 173,868

Net postretirement benefits liability $ 0 $ 0

The weighted average discount rates we used to measure the accumulated benefit obligation were 8.25% in 1994 and 7.0% in 1993, The trust
assets consist of equities, bonds and money market funds

3. Postemployment Benefits

I 1994 we adopted Statement of Financial Accounting Standards No. 112, Emplovers’ Accounting for Postemployment Benefits (SFAS 112) This
required us to record a liability for the estimated costs of providing postemployment benefits. Postemployment benefits proy ided to former or
inactive employees, their beneficiaries and covered dependents consist primarily of disability -related benefits, including workers' compensation. We

previously recognized the costs of these benefits primarily as claims were paid. The adoption of SFAS 112 did not have a material etfect on our
results of operations

Note F. Eminent Domain Taking

In November 1994 a Norfolk Superior Court ruling against the Massachusetts Metropolitan District Commission (MDC) became effective, pro id
ing us with an additional $5.7 million gain on an eminent domain land taking case. We had filed suit against the MDC in 1992 related to the emi
nent domain taking of certain of our property in 1989

Note G. 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, The remaining balance of $19 million was fully expensed in
1994 as allowed by our state regulators in our 1992 settlement agreement.




Note H. Capital Stock and Indebtedness

Capital Stock

December 31,
(dollars in thousands, except per share amounts) 1994 1993 1992
Common stock equity: v
Common stock, par value $1 per share, 100,000,000 shares authorized,

45,535,477, 45,129,227 and 44,763,055 shares issued and outstanding: $ 45,535 $ 45,129 S 44 763
Premium on common stock 622,803 612,653 602,196
Retained carnings 247,004 218,292 192,948
Surplus invested in plant 405 405 405

Total common stock cquity $ 915,747 876,479 s 840,312
Cumulative preferred stock:
Par value $100 per share, 2,890,000 shares authorized; issued and outstanding
Non-mandatory redeemable series
Current Shares Rmh'mpnun
Series Outstanding Price / Share
4.25% 180,000 $103.625 S 15,000 18,000 S 18,000
4.78% 250,000 $102 800 25,000 25,000 25,000
7.75% 400,000 40,000 40,000 0
8.25% 400,000 40,000 40,000 40,000
8 88% ] 0 0 40,000
Total non-mandatory redeemable series $ 123,000 123,000 s 123,000
Mandatory redecmable series:
Current Shares
Series Outstanding
7.27% 460,000 S 46,000 48,000 S 48,000
8 .00% 500,000 50,000 50,000 50,000
Total mandatory redeemable series 96,000 98,000 9y 000
Less: due within one year 2,000 2,000 0
Total mandatory redeemable series, net S 94,000 96,000 $ 98 000

Dividends Declared per Share
Common stock $ 1.775 1.715 s 1.655
Preferred stock:

4.25% series S 4.250 4.253 S 4.250
4.78% series 4.780 4 785 4,780
7.27% series 7.270 7.270 7.270
7.75% series 7.750 5.707 0
B.00% series 8.000 8000 ¥.000
8.25% series 8.250 8.250 5.278
K. 88% series 0 2.220 5§ .880
Preference stock:
$1.46 series $ 0 0 ) 0.365



Indebtedness

December 31,
(dollars in thousands) 1994 1993

Long-term debt:
First mortgage bonds:

Series 8, variable rate, due 2002 S 0 s 25,000
Series U, 10,2500, due 2014 0 15,000
Tetal first mortgage bonds 0 40,000
Sewage facility revenue bonds 36,300 36,300
Less: due within one vear 600 0
L ess: funds held by trustee 4,083 3,803
Net ltmg‘lcrm sewage l'.u'ih(‘\ revenue boneds 31,617 32 497
Debentures:
8.875%, due 1995 100,000 100,000
5.125%, due 1996 100,000 106, 000
5.700%, due 1997 106,000 100,000
5.950%, due 1998 100,000 100,000
6.800%, due 2000 65,000 65,000
6.050%, due 2000 100,000 100,000
6. 800, due 2003 150,006 150,000
9 .875%, due 2020 100, GO0 100,000
9. 375%, due 2021 115,000 125,000
8.250%, due 2022 60,000 60,000
7.800%, due 2023 200,000 200,000
Total debentures 1,190,000 1,200,000
Less: due within one vear 100,000 0
Net long-term debentures 1,090,000 1,200,000
Massachusetts Industrial Finance Agency bonds:
5.750°%, due 2014 15,000 0
Total long-term debt $1.,136,617 $ 1,272,497
Short-term debt:
Notes pavable:
Bank loans s 80,786 s 106,501
Commercial paper 134,000 97 650
Total notes pavable $ 214,786 s 204,151
1. Common Stock
Since December 31, 1991, we issued the following shares of common stock
Number Total Premium on
(in thousands) of Shares Par Value  Common Stock
Balance Devember 31, 1991 42,047 5 42,047 S 536,567
Dividend reinvestment plan 416 416 9,658
New issue (a) 2,300 2,300 55,971
Ralance December 31, 1992 44 7463 44 763 602,196
Dividend reinvestment plan i66 166 10,457
Balance December 31, 1993 45,129 45,129 612,653
Dividend reinvestment plan (h) 406 406 10,150
Balance December 31, 1994 45,535 s 45,535 $ 622803

() We used the net proceeds of the 1992 common stock issuance to reduce short teem debi

(b At December 31, 1994, the remaining authorized common shares reserved for future issuance under the Dividend Reinvestment and Common Stock Purchase
Plan were 2,408,920 shares




2, Cumulative Non-Mandatory Redeemable Preferred Stock

In May 1993 we issucd 400,000 shares of 7.75% cumulative non-mandatory redecmable preferred stock at par. The stock is redeemable at $100
per share plus acerued 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 this issue to fully retire the 8. 88% series cumulative non-mandatory
redecmable preferred stock.

3. Cumulative Mandatory Redeemable Preferred Stock
The 460,000 shares of our 7.27% sinking fund series cumulative preferred stock are currently redeemable at our option at $103,88, The redemp-
tion price declines annually cach May to par value in May 2002, The stock is subject to a mandatory sinking fund requirement of 20,000 shares each
May at par plus acerued dividends. We also have the non-cumulative option cach May to redeem additional shares, not to exceed 20,000, thmugh
the sinking fund at $ 100 per share plus acerued dividends,

We are not able to redeem any part of our 500,000 shares of 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
The aggregate principal amounts of our debentures and sewage facility revenue bonds (including sinking fund requirements) due are $100.6 million
in 1995, $101.6 million per vear in 1996 through 1998 and $ 1.6 million in 1999,

In February 1993 we issued $65 million of 6.80% 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 series of first mortgage bonds and reduce short-term
debt. The debentures were issued in five separate series with interest rates ranging trom 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%
dehentures due 2023 are fiest redeemable in March 2003 at a redemption price of 103.73%, The redemption price decreases annually each March
to par value in March 2013, There is no sinking fund requirement tor any series of these 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

In March 1994 the Massachusetts lndustrial Finance Agency, on our behall, issued $15 million of 5.75% tax-exempt unsecured bonds due in
2014. The bonds are redeemable begmning in February 2004 at a redemption price of 102%. The redemption price decreases to 101% in February
2005 and to par in February 2006. The proceeds from this issuance together with sufficient other funds were used to fully redeem the Series U first
mortgage bonds

We redeemed at par the §25 million variable rate Series S first mortgage bonds in 1994, These bonds paid interest at 9.2% for the period
January 15, 1993 through January 14, 1994 The rate was adjusted to 8.2% beginning January 15, 1994 based upon the ten-year constant maturity
Treasury rate as published by the Federal Reserve Board.

As a result of the redemption of all outstanding first mortgage bonds, the Indenture of Trust and First Mortgage that had mortgaged substan
tially all our property since 1940 was terminated in November 1994,

Sewage facility revenue bonds were issued by Harbor Electric Energy Company (HEEC), a wholly.owned subsidiary. The honds 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 is in reserve with the trustee. IF HEEC should have insufticient funds to pay cer-
tain costs on a tmely basis or be unable to meet certain net worth requirements, we would be required to make additional capital contributions or
loans to the subsidiary up to a maxiroum of $7 million,

5. Short-Term Debt
We have arrangements with certain banks to provide short-term credit on both a committed and an uncommitted and as available basis. We cur
rently have authority to issue up to $350 million of short-teem debt.

We have a $200 million revolving credit agreement with a group of banks. This agreement is intended to provide a standby source of short-

term borrowings. Under the terms of this agreement we are required to maintain a common equity ratio of not less than 30% at all times.
Commitment fees 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 is as follows:

(in thousands of dollars) 1994 1993 1992
Maximum short term borrowings $ 268,100 $ 320,000 $ 314 998
Weighted average amount outstanding S 214,640 $ 220,149 s 233,286
Weighted average interest rates, excluding commitment fees 4.5% 3.4% 4.1%




Note I. Fair Value of Securities

The tollowing methods and assumptions were used to estimate the fair value of cach class of securities for which it is practicable to estimate the value:

Nuclear decommissioning trust

The cost of $82.8 million approximates fair value based on quoted markey prices of securities held.

Cash and cash equivalents

The careying amount of $6.8 million approximates fair value due to the short-term nature of these securities.

Mandatory redeemable cumulative preferred stock, sewage facilivy revenue bonds and unsecured debt

I'he fair values of these securities are based upon the quoted market prices of similar issues. Carrying amounts and fair values as of December 31,
1994 are as lollows:

Carrying Fair
(in thousands) Amount Value
Mandatory redeemable cumulative preferred stock § 96,000 $ 93,780
Sewage facility revenue bonds 36,300 37,037
Unsecured debt 1,205,000 b3, 387

Note |. New Accounting Pronouncement

Statement of Financial Acvounting Standards No. 115, A¢ counting for Certain Investments in Debt and Equity Securities, became effective in 1994,
This statement did not have a material effect on our consolidated financial statements.

Note K. Commitments and Contingencies

1. Capital Commitments

At December 31, 1994 we had estimated contractual obligations for plant and equipment of approximately $50 million,

2. Lease Commitments

We have feases for certain facilities and equipment, Our estimated minimum rental commitments under both noncancellable leases and transmission
agreements for the years after 1994 are as follows:

{(in thousands)

1995 $ 26,540
1996 24,305
1997 21,396
1998 19 4138
1999 17,794
Years therealter 127,646

Total $ 237,119

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 trans

mission agreements was $27 million in 1994 and $30 million in 1993 and 1992, net of capitalized expenses of $4 million in 1994 and $5 million in
1993 and 1992,

3. Hydro-Quebec

We have an approximately 1% 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 financial 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 eriteria and are compensated
accordingly. At December 31, 1994 our portion of these guarantees was approximately $21 million

4. Yankee Atomic Flectric Company
We have a 9.5% stock investment of approximately $2.5 million in Yankee Atomic Electric Company (Yankee Atomic). In 1992 the Board of
Directors of Yankee Atomic decided to permanently discontinue power operation of the Yankee Atomic nuclear generating station and decommission
the facility. We relied on Yankee Atomic for less than ane percent of our system capacity under a long-term purchased power contract

Iy 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 operating license. The estimate of our share of Yankee Atomic's investment and costs of decommissioning s approxi
mately $39 million as of December 31, 1994, This estimate is recorded on our consolidated balance sheet as a power contract liability and an offset
ting regulatory asset as we continue to collect these costs from our customers in accordance with oar 1992 settlement agreement



5. Nuclear Insurance
The federal Price-Anderson Act currently provides approximately $8 9 billion of financial protection for public liability claims and legal costs arising
trom a single nuclear-related accident. The first $200 million of nuclear liability is covered by commercial insurance. Additional nuclear liability
insurance up to approximately $8.3 billion is provided by a retrospective assessment of up to $75.5 million per incident levied on each of the 110
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 hability insurance amount may change as existing units give up their licenses. In addition to the nuclear liability retrospective assessments, if
the sum of all public lability 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 maximum potential total assessment for losses which occur during current policy vears is
approximately $14.8 million under both the replacement power and excess 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 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 1991 we were named in a lawsuit alleging discriminatory employment practices under the Age Discrimination in Employment Act of 1967 con-
cerning 46 emplovees affected by our 1988 reduction in force. Legal counsel continues to vigorously defend 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 our results of a reporting period.

7. Hazardous Waste

We own or aperate 48 properties where hazardous materials were released in the past. We are required to clean up these properties in accordance
with a timetable developed by the Massachusetts Department of Environmental Protection and are continuing to evaluate the costs associated with
their cleanup. There are uncertainties associated with these costs due to the complexities of cleanup technology, regulatory requirements and the
particular characteristics of the different sites. We also continue to face possible liability as a potentially responsible party in the cleanup of ten
multi-party hazardous waste sites in Massachusetts and other states where we are alleged to have generated, transported or disposed of hazardous
waste at the sites. At the majority of these sites we are one of many potentially responsible parties and we currently expect to have only a small
percentage of the potential liability. Through December 31, 1994, we have acorued approximately $7 million related to our cleanup liabilities. We
are unable to lully determine a range of reasonably possible cleanup costs in excess of the accrued amount, although based on our assessments of the
specific site circumstances, we do not expect any sudl. additional costs to have a material impact on our financial condition. However, additional
provisions for cleanup costs could have a material impact on our results of a reporting period.



Note L. Long-Term Power Contracts

1. Long-Term Contracts for the Purchase of Electricity

We purchase clectric 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 income state-
ments. Information relating to these contracts as of December 31, 1994 is as follows:

proportionate share (in thousands)

1994 1994 [nterest Debt

Contract Units of Minimum Portion of Outstanding

Expiration Capacity Purchased(a) Debt Minimum Through Cont

Gcm‘ralmg Unit Date % MW Service Debt Service Exp. Date

Canal Unit | 2001 250 140 S 796 s 321 $ 1,928
Mass. Bay Transportation

Authority 2005 100.0 34 (b) (h) (b)

Connecticut Yankee Atomic 2007 9.5 53 2,607 1,695 14,678

Ocean State Power - Unit | 2010 235 67.5 5,072 3,653 21,563

Ogean State Power - Unit 2 2011 235 67.5 4,266 3,223 18,316

Northeast Energy Associates (¢) {(c) 219 () (c) ()

L'Energia 2013 73.0 64 (dy () (d)

MassPower (¢) 2013 443 117 12,642 8,088 86,538

Total 764 § 25,383 $ 16,980 $ 143,023

{a) The Northeast Energy Associates contract represents 6.4% of our total system gencration capability. The remaining units listed above represent 15,9% in total

(b) We are required to pay the greator of $22.00 per kilowatt-year ar 90% of the New England Power Poal capability responsibility adjustment charge up to
§63.00 per kilowatt-year times the qualified capacity (currently rated at 34MW) plus incremental operating, maintenance and fuel costs. The total charges for
this contract in 1994 were approximately $2 million

(<

We purchase approximately 75 5% of the energy output of this unit ander two contracts, One contract represents 1 15MW and expires in the vear 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 operating costs. The total charges for these contracts in 1994 were approximately $119 million

(d) We pay for this energy based on a price per kWh actually received The total charges under this contract for 1994 were approximately $31 million

(e} The MassPower contract started in January 1994, Payments are based on a stipulated price per MW rating of the unit subject to the unit maintaining a twelve
month average availability of at least 90%. Pavments are adjusted proportionately if the twelve month average is below 90% If the twelve month average is less
than 10% no payment is required. Total charges for this contract in 1994 were approximately $47 million

Our total fixed and variable costs for these contracts in 1994, 1993 and 1992 were approximately $286 million, $225 million and £217 million,
respectively, Our minimum fixed payments under these contracts for the vears alter 1994 are as follows:
(in thousands)

1995 s 105,574
1996 108,187
1997 105,622
1998 109,837
1999 108,196
Years thereafter 1,318,008

Total S 1,855,424
Tnu&m-wm value § 92§ 594

2. Long-Term Power Sales
In addition to our power sales to five wholesale customers, we sell a percentage of Pilgrim Station's output to other utilities under long term con
tracts. Information relating to these contracts is as follows

Contract

Fxpiration Units of Capacity Sold

Contract Customer Date Y MW
Commonwealth Electric Company 2012 11.0 73.7
Montaup Electric Company 2012 11.0 3.7
Various municipalitics 2000 (a) 3.7 25.0
Total 25.7 172.4

(@) Subject to cevtain adjustments

Under these contracts, the utilities pay their pmpnrliunal share of the costs of operating Pilgrim Station and associated transmission facilities,

These costs include operation and maintenance expenses, insurance, local taxes, depreciation, decommussioning and a return on capital



Report of Independent Accountants

To the Stockhelders and Directors of Boston Edison Company

We have audited the accompanying consolidated balance sheets of Boston Edison Company and subsidiaries (the Company) as of December 31,
1994 and 1993 and the related consolidated statements of income, retained earnings and cash flows for each of the three vears in the period ended
December 31, 1994, These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion
on these financial statements based on our audits.

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

In our apinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the
Company as of December 31, 1994 and 1993, and the consolidated results of its aperations and its cash flows for cach of the three years in the
period ended December 31, 1994, in conformity with generally accepted accounting principles.

av}w« Zéﬂwl 777

Boston, Massachusetts
January 26, 1995



Selected Consolidated Quarterly Financial Data (Unaudited)

(in thousands, except earnings per share)

Balance Earnings
Available Per Average
Operating Operating Net for Common Common
Revenues Income Income Stock Share
1994
First quarter § 377,449 $ 45,795 $ 19,812 $ 15,850 5 0.35
Second quarter 368,655 50,395 23,982 20,031 0.44
Third quarter 449 (094 96,599 70,182 66,256 | 46
Fourth quarter 353,356 34,034 11,046 7,120 0.16
1993
First quarter $ 354,752 $ 41,722 $ 15,452 $ 11,377 s 0.25
Second quarter 346,074 49 282 22,829 19,125 0.43
Third quarter 436,024 96,319 70,015 66,053 1.47
Fourth quarter 345 403 37,996 9,922 5,958 0.13
Selected Quarterly Stock Data

Following are the reported high and low sales prices of our common stock on the New York Stock Exchange as reported daily in the Wall Street
Journal for each of the quarters in 1994 and 1993 and the dividends declared per share during each of those quarters:

1994 1993

High Low Dividends High Low Dividends

First quarter $297/8 s 26 $ 0.440 $301/2 526 3/8 50425
Second quarter 291/8 251/4 0.440 307/8 277/8 0.425
Third quarter 275/8 22 3/4 0.440 325/8 293/4 0.425
Fourth quarter 24 1/4 211/2 0.455 321/4 277/8 0.440



Selected Consolidated Operating Statistics (Unaudited)

1994 1993 1992 1991 1990
Capacity - MW:
New Boston Station 760 760 760 760 760
Pilgrim Station 669 670 670 670 670
Mystic Station 1,006 1,006 1,005 1,015 1,014
W.F. Wyman Unit 4 36 36 36 36 36
Jet turbines 287 283 281 281 281
Total 2,758 2,755 2,752 2,762 2,761
Contract purchases 1.035 938 1,157 1,293 924
Contract sales (373) (283) (303) (293) (17%)
Net capd)ility at year-end 3,420 3,410 3,606 3,762 3,512
Net capability at peak - MW 3,484 3,663 3,587 3,695 3,505
Capability responsibility
to NEPOOL at peak - MW 3,306 3,190 3,39 3,311 3,393
Edison territory:
Hourly peak - MW 2,798 2,662 2,545 2,652 2,548
Load factor 58.9% 60.5% 62.5% 60.0% 62.2%
Generating station economy
(BTU/net kWh) 10,408 10,345 10,234 10,331 10,403
Average cost of fuel (Company) -
§ per million BTU:
Fossil 2.321 2.504 2.467 2.402 1,555
Nuclear 0.501 0.507 0.522 0.562 0.591
Composite 1.613 1.620 1.669 1.805 1.915
Capability (net kW):
Fossil 84% 84% 1% 1% B1%
Nuclear 16% 16% 19% 19% 19%
Generation (system kWh excluding interchange).
Fossil 75% 68% 69% 70% 72%
Nuclear 25% 312% 31% 30%% 28%
Utility plant (§ in 000's):
Expenditures 198,760 246,763 213,827 202,589 240,902
Retirements 45,673 34,147 14 036 30,333 27,180
Accumulated depreciation 1,344,452 1,258,359 1,177,294 1,097,99) 1,015,371
Depreciable plant 3,994,212 3,841 752 3,567,160 3 488 269 3,277,616
Number of utility employees at year-end 4,026 4,397 4,540 4,637 4,738

Certain reclassifications were made to the data reported in prior years to conform with the method of presentation used in 1994



Zelar ed Consolidated Sales Statistics (Unaudited)

1994

9,428,931
5,920,065
1,535,335

16,884 331

7,478,631
3,534,372
1,539,385
130,721
12,683,109
2,367,589
725,439
15,776,137
1,108,194
16,884,331

3.0%

(2.

6,197
12.06¢

$749.47




Selected Consolidated Financial Statistics (Unaudited)

1994
S 1,548,554

109,257

56
9%
. b

5%

1,136,617

96,000

3,616,610

216,305

220,694

IR

45,337,661

45,535,477

S 1,092,851

25,095,100
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DIVIDEND REINVESTMENT PLAN

Fhe First National Bank of Boston
Dividend Reinvestment Unit

Mail Stop: 45-01-06
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(x] Quarterly report pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934
For the quarterly period ended September 30, 1995
or

| ] Transition report pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934

For the transition period from to

Commission file number 1-2301

BOSTON EDISON COMPANY
(Exact name of registrant as specified in its charter)

Massachusetts 04-1278819

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
800 Boylston Street, Boston, Massachusetts 02199

(Address of principal executive offices] (Zip Code)

Registrant’s telephone number, including area code: €17-424-2000

Indicate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days.

Yes No X

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

Class Outstanding at September 30, 19985
Common Stock, $1 par value 47,890,445 shares




Part I - Financial Information

Item 1. Financial Statements
Boston Edison Company
Consolidated Balance Sheets
(Unaudited)
(in thousands)
September 30, December 31,
1995 1994
Assets
Utility plant in service, at original cost $4,239,525 $4,074,810
Less: accumulated depreciation 1,430,307 1,344,452
2,809,218 2,730,358
Nuclear fuel, net 56,331 55,597
Construction work in progress 82,357 144,048
Net utility plant 2,947,906 2,930,003
Investments in electric companies, at equity 23,717 24,678
Nuclear decommissioning trust 98,262 82,8631
Current assets:
Cash and cash equivalents 28,970 6,822
Accounts receivable 234,183 189,382
Accrued unbilled revenues 37,283 32,240
Fuel, materials and supplies,
at average cost 62,872 71,560
Prepaid expenses and other 26,705

Total current assets

Regulatory assets:
Redemption premiums
Income taxes, net
Power contracts
Pensicn and postretirement costs
Nuclear outage costs
Other
Total regulatory assets

Other deferred debits:
Intangible asset - pension
Other

Total assets

The accompanying notes are an integral part

22,283
385,571

46,604
45,777
33,203
16,645
15,778
8,362
166,369

33,184
31,382

£3,686,411

of these financial statements.

326,709

52,859
44,745
40,277
22,761
17,804
19,702
198,148

22,849
31,392

$3,616,610



Boston Ediion Company
Consclidated Balance Sheets

(Unaudited)

(in thousands)

Capitalization and Liabilities
Common stock equity:

Common stecnk

Retained earnings

Total common stock equity

Cumulative preferred stock:
Non-mandatory redeemable series
Mandatory redeemable series

Long~term debt

Current liabilities:

Long-term debt/preferred stock
due within one year

Notes payable

Accounts payable

Interest accrued

Dividends payable

Pension benefits

Other

Total current liabilities

Deferred credits:
Power contracts
Accumulated deferred income taxes
Accumulated deferred investuent tax credits
Huclear decommissioning rescrve
Other
Total deferred credits

Commitments and contingencies

September 30, December 31,
1995 1994

$ 728,610 $ 668,338
290,601 247,408
1,019,211 915,747
123,000 123,000
$2,000 94,000
1,160,256 1,136,617
203,067 102,250
74,420 214,786
84,155 139,119
15,096 24,464
24,582 23,533
34,718 31,908
109,296 76,615
545,334 612,675
33,203 40,277
507,762 515,454
63,979 67,048
108,139 92,404
33,527 19,388
746,610 734,571
£3,686,411 23,616,610

Total capitalization and liabilities

The accompanying notes are an integral part of these financial statements.



Boston Edison Company
Consolidated Statements of Income
(Unaudited)

(in thousands, except per share amounts)

Operating revenues

Operating expenses:
Fuel
Purchased power
Other cperations and maintenance
Depreciation and amortization
Amortization of deferred cost of
cancelled nuclear unit
Amortization of deferred nuclear
outage costs
Demand side management programs
Taxes - property and other
Income taxes
Total operating expenses

Operating income
Other income (expense), net
Operating and other income

Interest charges:
Long-term debt
Other
Allowance for borrowed funds
used during construction
Total interest charges

wet inzome
Preferred dividends provided

Balance available for common
stock

Weighted average common shares
outstanding

Earnings per share of common stock

Three Months Ended

September 30,

Nine Months Ended
September 30,

1995 1984

1995 1994

$500,179 $449,094

$1,265,794 $£1,195,198

52,431 42,114
90,915 94,013
116,820 109,825
38,520 37,487

0 4,948
12,765 1,930
15,223 9,405

26,267 25,038
44,709 27,735

125,475 125,499
278,772 267,909
333,638 320,640
113,839 112,051
0 14,844
16,625 5,791
39,646 27,451
80,506 76,370
72,289 51,854

397,650 352,495

1,060,790 1,002,409

102,528 96,599y 205,004 192,789
(342) 819 140 2,477
102,187 97,418 205,144 195,266
28,312 25,560 79,605 77,346
2,692 3,934 11,665 9,182
(1,185) (2,258) (4,833) (5,238)
29,819 27,236 86,437 81,250
72,368 70,182 118,707 113,976
3,890 3,926 11,681 11,839

46,861 43,382
£1.46  £1.48

£.68,478 § 66,256 £.107,026 £ 102,137

46,129 43,286
$2.32 £2.26

Dividends declared per common share $0.455 $0.440 $1.365 $1.320

The accompanying notes are an integral part of these financial statements.



Boston Ediscon Company

Consolidated Statements of Cash Flows

{Unaudited)
(in thousands)

Nine Months Ended September 30,

Operating activities:
Net income
Adjustments to reconcile net income to net
cash provided by operaling activities:
Depreciation
Amortization of nuclear fuel
Amortization of deferred cost of
cancelled nuclear unit, net
Amortization of deferred nuclear outage
costs
Other amortization
Deferred income taxes
Investment tax credits
Allowance for borrowed funds used during
construction
Net changes in:
Accounts receivable and accrued
unbilled revenues
Fuel, materials and supplies
Accounts payable
Other current assets and liabilities
Other, net
Net cash provided by operating activities

Investing activities:
Plant expenditures (excluding AFUDC)
Nuclear fuel expenditures
Capitalized demand side management

expenditures

Nuclear decommissioning trust investments
Electric company investments

Net cash used by investing activities

Financing activities:
Issuances:
Common stock
Long~term debt
Redemptions:
Preferred stock
Long~term debt
Net change in notes payable
Dividends paid
Net cash used by financing activities

Increase/ (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of period

Cash paid during the period for:

Interest
Less: amounts capitalized

Income taxes

1995 1994
$118,707 $113,976
110,036 107,581
13,279 16,738

0 14,301

16,625 5,791
11,975 11,000
(8,991) 12,114
(3,069) (3,055)
(4,833) (5,238)
(459,844) (36,188)
5,143 2,045
(54,964) (20,486)
31,614 21,504
_ 19,386 _19,488
205,064 259,571
(125, 4€8) (124,370)
(12,298) (9,956)
0 (15, 325)
(15,451) (11,750)
961 {205)
(152,256) (161,606)
61,7713 7,978
125,000 15,000
(2,000) (2,000)
(600) (28,600)
{140, 366) (22,237)
(74,467) (71, 548)
T(30,660)  (101,408)
22,148 (3,443)
6,822 B,768
§28,970 §5.325
$100,638 $99,944
4,833 5,238
§54,706

$ 63,177 8,63

The accompanying notes are an integral part of these financial statements.



Notes tu Consolidated Financial Statements

A) Basis of Presentation

The accompanying unaudited consolidated financial statements should be read in
conjunction with the Boston Edison Company (the Company) 1994 Form 10-K Annual
Report and Forms 10-Q for the periods ended March 31, 1995 and June 30, 19895,
In the opinion of the Company, the accompanying unaudited consolidated
financial statements reflect all adjustments (which are all of a normal
recurring nature, except for the amortization of deferred nuclear outage costs
as described in Note B) necessary to present fairly the financial position as
of September 30, 1995 and the results of operations for the three and nine
months ended September 30, 1995 and 1994 and the cash flows for the nine
months ended September 30, 1995 and 1994. Certain reclassifications have been
made to the prior year data to conform to the current presentation.

The results of operations for the three and nine months ended September 30,
1995 are not indicative of the results which may be expected for the entire
year. The Company’s kWh sales and revenues are typically higher in the winter
and summer than in the spring and fall as sales tend to vary with weather
conditions. 1In addition, the Company bills higher base rates to commercial
and industrial customers during the billing months of June through September
as mandated by the Massachusetts Department of Public Utilities (DPU).
Accordingly, greater than half of the Company's annual earnings typically
occurs in the third quarter.

B) Deferred Nuclear Outage Costs

In the third quarter of 1995 the Company changed the amortization period of
deferred nuclear outage costs to twe from five years. The two year
amortization period is consistent with the two year cycle between nuclear
refueling outages at Pilgrim Station. The change from the prior five year
amortization period per the 1992 settlement agreement was made following the
DPU’s August 1995 order on electric industry restructuring, which is discussed
further in the outlcok for the future section of management’s discussion and
analysis. This order requires utilities to mitigate potentially strandable
costs by available and reasonable means. The prior regulatery treatment of
recovery over a five year period resulted in a significant lag between the
expenditure and recovery of outage costs. The Company decided not to request
recovery of the buildup of costs resulting from this regulatory lag.
Accordingly, the remaining $9 million of deferred costs allocable to retail
customers for refueling outages performed in 1991 and 1993 were written off.
Approximately $15 million of deferred costs from the 1995 refueling outage are
being amortized over two years.

C) Commitments and Contingencies

In 1991 the Company was named in a lawsuit 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
continues to defend this case vigorously. Based on the information presently
available, the Company does not expect that this litigation or certain other
legal matters in which the Company is currently involved will have a material
impact on its financial condition. However, an unfavorable decision ordered
against the Company could have a material impact on the results of a reporting
period.

The Company currently owns or operates «. specific properties where hazardous
materials were released in the past. The Company is required to clean up
these properties in accordance with a timetable developed by the Massachusetts



Department of Environmental Protection and is continuing to evaluate the costs
associated with their cleanup. There are uncertainties associated with these
costs due to the complexities of cleanup technclogy, regulatory requirements
and the particular characteristics of the different sites. The Company also
continues to face possible liability as a potentially responsible party in the
cleanup of eight multi-party hazardous waste sites in Massachusetts and other
states where it ies alleged to have generated, transported or disposed of
hazardous waste at the sites. At the majority of these sites the Company is
one of many potentially responsible parties and currently expects to have only
a small percentage of the potential liability. Through September 30, 1995,
the Company has accrued approximately $7 million related to its cleanup
liabilities. The Company is unable to fully determine a range of reasonably
possible cleanup costs in excess of the accrued amcunt, although based on its
assessments of the specific site circumstances, it does not expect any such
additional costs to have a material impact on its financial condition.
However, additicnal provisions for cleanup costs could have a material impact
on the results of a reporting period.

D) Corporate Reorganization

In July 1995 the Company announced a corporate reorganization into four
separate business units effective November 1, 1995: Customer, Generating-
Fossil, Generating-Nuclear and Corporate Services. As part of this
recrganization, the Company intends to reduce its workforce by approximately
450 employees by the end of 1996. Part of this reduction will be achieved
through a voluntary retirement incentive. The Company announced voluntary
enhanced retirement programs for all employees who are at least 55 years old
with varying years of service requirements for management and union employees.
Approximately 600 employees are eligible for the programs, which are available
until early December. A majority of the eligible employees are expected to
participate in the programs. The Company will incur a one-time charge to
fourth quarter earnings as a result of the programs; the charge will be
determined by the number of employees that accept the offer.

Approximately 70 of the Company’s upper and middle management positions and
related administrative support positions will be eliminated by the end of 1995
regardless of the results of the enhanced retirement programs. A special
severance program was announced for these affected employees who are not
eligible for or do not accept the enhanced retirement program, which resulted
in a one-time, pre-tax charge to third quarter earnings of $7 million. The
total of the $7 million third quarter charge and the fourth quarter charge to
be incurred from the enhanced retirement programs is estimated to be
approximately $25 million on a pre-tax basis. Depending on the level of
participation, the charge could be higher or lower. The Company is currently
evaluating its options in order tec achieve the 450 employee reduction if it is
not achieved through the enhanced retirement program and the management and
administrative support reduction.



E) Income Taxes

The focllowing table reconciles the federal statutory income tax rate to the
annual estimated effective income tax rate for 1995 and the actual effective
income tax rate for 1994.

1995 1994

Statutory tax rate 3..0% 35.0%
State income tax, net of federal income

tax benefit 2:% 4.3
Investment tax credits (2.0) (2.3)
Reversal of deferred taxes -~

settlement agreement - (5.5)
Other 0.5 (0.1)

Effective tax rate 37.8% 31.4%

F) Long-Term Securities

On September 29, 1995, the Company sold one million shares of common stock
with net proceeds of $26 million to Merrill Lynch & Co. as underwriters for a
public offering. The proceeds, which are included in the cash balance at
September 30, were used to reduce short-term debt in early October.

Item 2. Management's Discussion and Analysis

Results of Operations - Three Months ended September 30, 1995 vs. Three Months
ended September 30, 1994

Earnings per commen share amounted to $1.46 for both the three months ended
September 30, 1995 and 1994. Third quarter earnings in 1995 include a one-
time charge of $0.09 per share for severance benefits relating to the
Company’s restructuring, which is discussed in the outlook for the future
section. Excluding the one-time charge, earnings increased due to a $29
million annual retail base rate increase effective November 1994, lower
revenue reserves and the ending of amortization of deferred cancelled nuclear
costs in 1994. These positive changes were partially offset by higher
amortization of deferred nuclear outage costs and income tax expense.

The results of operations for the quarter are not indicative of the results
which may be expected for the entire year due to the seasonality of the
Company's kWh sales and revenues. Refer to Note A to the consolidated
financial statements.

Operating revenues

Operating revenues increased 11.4% in the third quarter of 1995 as follows:

(in thousands)

Retail electric revenues 26,488
Demand side management revenues 9,173
wholesale and other revenues 11,157
Short-term sales revenues 4,267

Increase in operating revenues $51,085

Retail electric revenues increased $26.5 million. The November 1994 base rate
increase resulted in approximately $17 million of the increased revenues and
approximately $4 million was due to a 2.3% increase in retail kWh sales.
Performance revenues, which vary annually based on the operating performance



of Pilgrim Nuclear Power Station, increased approximately $5 million mainly as
a result of an outage that occurred at the station in 1994.

A new annual conservation charge for recovery of demand side management (DSM)
program costs was implemented in February 1995. Under this current charge
substantially all 1955 piogram costs are recovered in the current year. This
results in higher DSM revenues and expenses than in prior years when certain
program costs were capitalized for recovery over six years.

The net increase in wholesale and other revenues is primarily due to $10
million of revenue reserves recorded in 1994 mainly related to potential
customer contract issues.

Increased short-term sales revenues are the result of higher Company
generating availability in 1955. Revenues from short-term sales serve to
reduce fuel and purchased power billings to retail customers and therefore
have no effect on earnings.

Operating expenses

Total fuel and purchased power expenses increased $7 million due to the timing
effect of fuel and purchased power cost collection. In addition to the timing
effect, fuel expense increased despite lower fossil fuel prices primarily due
to a 41% increase in Company generation, while purchased power expense
decreased due to a 28% decrease in kWh purchases. Fuel and purchased power
expenses are substantially all recoverable through fuel and purchased power
revenues.

The increase in other operations and maintenance expense is due to a §7
million one-time charge for severance benefits. Refer to the outlook for the
future section for more information regarding the severance program related to
the Company’s restructuring.

In 1994 the Company fully expensed the remaining deferred costs of the
cancelled Pilgrim 2 nuclear unit.

The 1995 amortization of deferred nuclear outage costs reflects a change in
the amortization period to two from five years as discussed in Note B to the
consolidated financial statements. The remaining $9 million of deferred costs
allocable to retail customers for refueling outages performed in 1991 and
1993 were written off. Approximately $15 million of deferred costs from the
1995 refueling outage are being amortized over two years.

The increase in demand side management programs expense is related to the
increase in DSM revenues. Beginning with the annual conservation charge
implemented in February 1995, DSM costs are recovered and expensed primarily
in the year incurred.

Property and other taxes increased due to higher property taxes imposed by a
majority of the municipalities in which the Company operates.

The Company’s estimated effective annual income tax rate for 1935 is 37.8%
versus an actual rate of 31.4% for 1994. The higher rate is the result of a
$10 million adjustment to deferred income taxes in 1994 made in accordance
with the Company’s 1992 settlement agreement.



Interest charges

Interest charces on long-term debt increased primarily due to a $125 million
debentures issuance in May 1995. Other interest charges decreased due to a
lower average short-term debt level partially offset by higher short-term
interest rates. The allowance for borrowed funds used during construction
(AFUDC) decreased due to a lower construction work in progress balance
partially offset by a higher AFUDC rate related to the higher short-term
interest rates.

Results of Operations -~ Nine Months ended September 30, 1995 vs. Nine Months
ended September 30, 1994

Earnings per common share for the nine months ended September 30, 1995
amounted to $2.32 as compared to $2.26 per common share for the nine months
ended September 30, 1994. The increase in earnings is primarily due to the
$29 million base rate increase effective November 1994, the ending of
amortization of deferred cancelled nuclear costs in 1994 and lower revenue
reserves. These positive changes were partially offset by higher amortization
of deferred nuclear outage costs and higher operations and maintenance,
property tax, income tax and interest expenses.

The results of operations for the nine months ended September 30, 1995 are not
indicative of the results which may be expected for the entire year due to the
seasonality of the Company’s kWh sales and revenues. Refer to Note A to the
consolidated financial statements.

Operating revenues

Operating revenues increased 5.9% in the first nine months of 1995 as follows:

(in thousands)

Retail electric revenues $39,578
Demand side management revenues 13,880
Wholesale and other revenues 18,234
Short-term sales revenues _(1,096)
—Jlucrease in operating cevenues $70,598

Retail electric revenues iicreased $39.6 million. The November 1994 base rate
increase resulted in appruximately $27 million of the increase. Fuel and
purchased power revenues increased approximately §9 million as a result of the
timing effect of fuel and purchased power cost recovery. However, these
higher revenues are offset by higher fuel and purchased power expenses and
have no effect on earnings. Performance revenues increased $4 million
primarily due to a higher rate effective in the performance year ended October
1995 and an outage that occurred at the station in 1994.

A new annual conservation charge for recovery of demand side management
program costs was implemented in February 1995, resulting in higher DSM
revenues and expenses, as discussed in the results of operations for the third

quarter.

The net increase in wholesale and other revenues is primarily due to a $14
million decrease in revenue reserves. In 1994 $16 million of reserves were
recorded primarily related to certain wholesale and contract customers. The
August 1994 acquisition of Coneco Corporation also provided an additional $4
million of revenues in 1995,
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Operating expenses

Total fuel and purchased power expenses increased $11 million primarily due to
the timing effect of tuel and purchased power cost collection. The increase
in fuel expense due to the timing effect and a 9% increase in fossil station
output was offset by lower fossil fuel prices and a 10% decrease in nuclear
generation.

Other operations and maintenance expense increased 4% due to the $7 million
one-time charge for severance benefits in the third quarter and increases in
employes benefit expenses. Subsidiary operation expenses also increased due
to the Coneco Corporation acquisition.

The increase in amortization of deferred nuclear outage costs reflects a
change in the amortization period to twe from five years as discussed in the
results of operations for the third quarter.

The increase in demand side management programs expense is related to the
increase in DSM revenues. Both revenues and expenses are higher due to the
1995 change in DSM recovery timing that results in the current year recovery
and expense recognition of program costs.

The Company’s estimated effective annual income tax rate for 1995 is 37.8%
versus an actual rate of 31.4% for 1994 as discussed in the results of
operations for the third quarter.

Interest charges

Interest charges on long-term debt increased due to the $125 million
debentures issuance in May 1995 partially offset by debentures and first
mortgage bond redemptions in 1994. Other interest charges increased due to
higher short-term interest rates partially offset by a lower average short-
term debt level.

Financial Condition

The Company's 1992 settlement agreement with the DPU limits the annual rate of
return on equity during 1995 to 11.75%, excluding any penalties or rewards
from performance incentives. The Company’s ability to achieve or exceed the
11.75% rate of return on equity is primarily dependent upon its ability to
control costs and to earn performance incentives, primarily based on Pilgrim
Station’s annual capacity factor. The capacity factor for the recently
concluded performance year ended October 1995 was 67%.

The Company does not plan to make a base rate filing following the expiration
of the 1992 settlement agreement and therefore anticipates base rates to
remain in effect at their current levels. However, as discussed in the
outlook for the future section, the Company is required to file a plan with
the DPU in February 1996 based on the recent industry restructuring order. It
is uncertain how and when the filing and subsequent negotiations and industry
changes will impact the Company’s rates.

Liquidity

The Company supplements internally generated funds with external financings,
primarily through the issuance of short-term commercial paper and bank
borrowings. The Company has authority from the Federal Energy Regulatory
Commission (FERC) to issue up to $350 million of short-term debt. The Company
has a $200 million revolving credit agreement and arrangements with several
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banks to provide additional short-term credit on a committed as well as on an
uncommitted and as available basis. At September 30, 1995 the Company had
$74 million of short-term debt outstanding, none of which was incurred under
the revolving credit agreement. In 1994 the DPU approved the Company’s
financing plan to issue up to $500 million of securities through 1996 using
the proceeds to refinance short and long-term securities and for capital
expenditures. See Note F to the consolidated financial statements for
specific information relating to recent financing activities.

Outlook for the Future

A significant portion of the Company’s electricity sales is made to commercial
customers rather than industrial customers. As a result the Company’s sales
have been only moderately impacted by unfavorable economic factors affecting
the manufacturing industry in Massachusetts and have been positively impacted
by economic growth in the commercial sector. Retail electricity sales
decreased 0.4% in the first nine months of 1995 primarily due to mild winter
weather conditions compared to extremely cold weather conditions in 1994.

The DPU is currently investigating whether the Company should again be ordered
to negotiate a contract to purchase power from an independent power producer,
JMC Altresco, Inc. The investigation is in response to the Massachusetts
Supreme Judicial Court’s (SJC) decision remanding the DPU's previous order due
to its failure to evaluate the cost of the project to customers. The Company
filed a motion to dismiss the matter, but also filed testimony comparing the
cost of Altresco to projected market costs and hearings are currently ongoing.
In a separate but related matter, the Company supported an appeal filed by
other parties of the Massachusetts Energy Facilities Siting Board’'s (EFSB)
conditional approval of construction of Altresco’s generating station project.
In January 1995 the SJC reversed and remanded the EFSB‘s approval on the basis
that there was no showing of need for the project in Massachusetts prior to
2000. In August 1995 the EFSB issued a subsequent approval for the Altresco
project with an in-service date of 1998 finding that the project would provide
a necessary energy supply for Massachusetts. The Company appealed the August
approval to the SJC based on the denial of the Company’s petition to intervene
and the EFSB’s failure to consider current market information and forecasts.

In July 1995 the Company announced a corporate reorganization as discussed in
Note D to the consolidated financial statements. 1In order to achieve a
workforce reduction of approximately 450 employees by the end of 1996, the
Company offered enhanced retirement programs and is eliminating certain
management and support positions. The Company will incur a one-time charge to
fourth quarter earnings as a result of the enhanced retirement programs; the
charge will be determined by the number ot employees that accept the offer.

A special severance program announced for affected employees who are not
eligible for or do not accept the enhanced retirement programs resulted in a
one-time, pre-tax charge to third quarter earnings of $7 million. The total
of the $7 million third quarter charge and the fourth quarter retirement
programs charge is estimated to be approximately $25 million on a pie-tax
basis. Depending on the level of participation, the charge could be higher or
lower. The Company is currently evaluating its options in order to achieve
the 450 employee reduction if it is not achieved through the enhanced
retirement programs and the management and administrative support reduction.
The Company anticipates ongoing savings as a result of the reorganization.

On August 16, 1995, the DPU issued an order on restructuring of the electric
utility industry. The order provides for Massachusetts-based electric
utilities to restructure their operations to permit more competition for
customers. It includes principles for a restructured electric industry that
consist of customer choice and the benefits of competition for all customers;
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full competition in genevation markets; functionally separate generation,
transmission and distribution services; universal service; support for
environmental regulation goals; and incentive regulation for the transmission
and distribution of electricity, which remain monopoly services. The DPU’s
order also set principles to guide the transition from a regulated to a
competitive industry structure: honor existing commitments; unbundle rates
for generation, transmission, and distribution; reduce rates in the near term;
maintain demand-side management programs; and ensure an orderly and quick
transition which minimizes customer confusion. The order allows a reasonable
opportunity for the recovery of net, non-mitigable potentially strandable
costs, over a period of five to ten years. These costs include investments in
plant that might not be recoverable in a competitive market, liabilities for
future decommissioning of nuclear plants, the amounts by which certain
purchase power contracts exceed the competitive price for generation, and
prudently incurred regulatory assets. The procedure and criteria for
recovering potentially strandable costs are uncertain, and the extent of the
Company’s ability to recover all or part of its potentially strandable costs
is unknown at this time.

The order established only general principles for the transition to a
competitive market and did not establish a particular model for the new
industry structure. The order requires each of the Massachusetts-based
electric utilities to develop a plan for moving toward competition consistent
with the DPU’s order and encourages utilities to negotiate with all interested
parties while doing sc. The Company is one of three companies required to
file a restructuring plan by February 16, 1996.
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Part II -~ Other Information

Item 5. Other Information

The following additional information is furnished in connection with the
Registration Statement on Form S-3 of the Registrant (File No. 33-57840),
filed with the Securities and Exchange Commission on February 3, 1993.

Price and dividend information per share of common stock:

Price Dividend
High Low Paid
First quarter 1995 $25 1/2 $23 1/8 $0.455
Second quarter 1995 27 23 3/8 0.455
Third quarter 1995 27 1/2 24 1/2 0.455

The last sales price of the Company's common stock on the New York Stock
Exchange as reported in the Wall Street Journal for November 9, 1995 was
$27 3/8 per share.

Ratio of earnings to fixed charges and ratio of earnings to fixed charges and
preferred stock dividend requirements:

Twelve months ended September 30, 1995:

Ratio of earnings to fixed charges 2.59

Ratio of earnings to fixed charges and preferred
stock dividend requirements 2.18

Item 6. Exhibits and Reports on Form 8-K

a) Exhibits filed herewith:
Exhibit 12 - Computation of ratio of earnings to fixed charges

12.1 - Computation of ratio of earnings to fixed charges
for the twelve months ended September 30, 1995

12.2 - Computation of ratio of earnings to fixed charges
and preferred stock dividend requirements for the
twelve months ended September 30, 1935

Exhibit 15 Letter re unaudited interim financial irformation
15.1 - Report of Independent Accountants

Exhibit 27

Financial Data Schedule

27.1 - Schedule UT
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b)

Exhibit 99 - Additional Exhibits

99.1 - Letter of Independent Accountants

Re Form S-3 Registration Statements filed by the
Company on September 14, 1590 (File No. 33-36824),
February 3, 1993 (File No. 33-57840) and May 31,
1895 (File No. 33-59693); Form S-8 Registration
Statements filed by the Company on October 10, 198%
(File No. 33-00810), July 28, 1986 (File No. 33~
7558), December 31, 1990 (File No. 33-38434),

June 5, 1992 (33-48424 and 33-48425), March 17, 1993
(33-59662 and 33-59682) and April 6, 1995 (33-58457)

No Form 8-K was filed during the third quarter of 1995.
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Signature

Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

Date:

November 13,

1995
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/s/

BOSTON EDISON COMPANY

(Registrant)

Robert J. Weafer, Jr.

Robert J. Weafer, Jr.

Vice President, Controller
and Chief Accounting
Officer



Boston Edison Company

Exhibit 12.1

Computation of Ratio of Earnings to Fixed Charges
Twelve Months Ended September 30, 1995

(in thousands)

Net income from continuing operations
Income taxes
Fixed charges

Total

Interest expense
Interest component of rentals

Total

Ratio of earnings to fixed charges

17

$129,753

76,864

129,701

£336,318

$119,679
10,022

£122,701
£.32



Exhibit 12.2

Boston Edison Company
Computation of Ratio of Earnings to Fixed Charges
and Preferred Stock Dividend Requirements
Twelve Months Ended September 30, 1995
(in thousands)

e

Net income from continuing operations $129,753
Incom- taxes 76,864
Fixed charges _129,701
Total $336,318
Interest expense $119,679
Interest component of rentals 10,022
Subtotal 129,701
Preferred stock dividend requirements 24,503
Total $154,204
Ratio of earnings to fixed charges and preferred
stock dividend requirements 2.18
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Exhibit 15.1

Report of Independent Accountants

To the Stockholders and Directors
of Boston Edison Company

We have reviewed the accompanying consolidated balance sheet of Boston Edison
Company (the Company) and subsidiaries as of September 30, 1995 and the
related statements of income for the three and nine-month periods ended
September 30, 1995 and 1994 and statements of cash flows for the nine-month
periods ended September 30, 1995 and 1994. These financial statements are the
responsibility of the Company's management.

We conducted our review in accordance with standards established by the
American Institute of Certified Public Accountants. A review of interim
financial information consists principally of applying analytical procedures
to financial data and making inquiries of pcrsons responsiple for financial
and accounting matters. It is substantially less in scope than an audit
conducted in accordance with generally accepted auditing standards, the
objective of which is the expression of an opinion regarding the financial
statements taken as a whole, Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that

should be made to the accompanying financial statements in order for them to
be in conformity with generally accepted accounting principles.

Boston, Massachusetts COOPERS & LYBRAND L.L.P.
October 26, 19°¢5
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Exhibit 99.1

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re: Boston Edison Company
Registration on Form
$-3 and Form S-8

We are aware that our report dated October 26, 1995 on our review of the
interim financial information of Boston Edison Company for the period ended
September 30, 1995 and included in this Form 10-Q is incorporated by reference
in the Company's registration statements on Form S-3 (File Nos. 33-36824, 33-
57840 and 33-59693) and on Form S-8 (File Nos. 33-00810, 33-7558, 33-38434,
33-48424, 33-48425, 33-59662, 33-59682 and 33-58457). Pursuant to Rule 436(c)
under the Securities Act of 1933, this report should not be considered a part
of the registration statements prepared or certified by us within the meaning
of Sections 7 and 11 of that Act.

Boston, Massachusetts COQPERS & LYBRAND L.L.P.
October 26, 1995
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BOSTON EDISON COMPANY
1995 INTERNAL CASH FLOW PROJECTION

(DOLLARS IN THOUSANDS)

12 Months Ended
9/30/95
Net Income After Taxes $129,753
Less Dividends Paid (98,378)
Retained Eamings 31,378
Adjustments:
Depreciation and Amortization 180,446
Depreciation Nuclear Outage Costs 18,556
Deferred Taxes and ITC (29,395)
AFUDC (7.073)
Total Adjustments $162.534
Internal Cash Flow $193.900
Average Quarterly Cash Flow $48 477
Percentage Ownership in All Operating
Nuclear Units Pilgrim Unit #1

Maximum total Contingency Liability

PRICEACY Doc

FOR PILGRIM UNIT #1 NUCLEAR POWER STATION

Projected Year
1996

$141,000
(108.000)

33,000
260,000
(8,000)
(38,000)
(4.000)
$210.000
$243.000

$60.750

74%

$10,000



ITEM (4) NARRATIVE STATEMENTS OF CURTAILMENT OF CAPITAL
EXPENDITURES:

The Boston Edison Company would be able to curtail $10 million of capital
expenditures within any three month period of the next twelve months if it becomes

necessary to pay retrospective premiums.

PRICEACT Doc



