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In southwestern Connecticut's shopping basket of con
sumer products and services, prices for most

tems have increased in real terms since the earty
19805, with an importamt exception — electricity
The price for Ul electricity has actually declined,
taking into account the effect of inflation At the
same time, the guality of what Ul deliver: for that
price, like customer service and system retiabelity

has increased.

Any business, to be successful over time, must produce
products that the custrmer wants and can afford

in an era of increasing competition and energy
akernatives, a utility L ipany is no exception w

is costumitted to easuring that fts pricing is com-
petitive while we enhance the value of the service

we offer.
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When Hurricane Bob veered nast the Connecticut coast in
mmmmxmwmte'dxletm.
tomers. Company line and tree crews worting

around the clock over a two-day period, res.ored

power sately and ek ty. At Ui's Custotner Service
Centen., improvements in technology and prce-
dures aliewed Customer Se:vice operators to 3
respond to some 15,600 callers during the storm w
taster and more efficiently than befor. &
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avx ¢ efficient lighting means lower costs. That's
why First Nationz! Supcrmarkets {Finast) decided
in 1991 i0 beighten ard upgrate the ligh'ng n
mmdwsmmhdinm “ecritory. Through
uUl's Energy Opoor tunities program, Finast con-
verted mory than 1600 roduces in the three stores
to new ngh-efficiency stectroric-batlast hghting
with an exgeuted annal reduction in sectnc con
sumptica of more than one meliion kibwati-hours
The throe stoies Zisd instalied new equipment 10
waprove the enargy efficiency of their heating,

ventilating, air conditionng and retrigeratioa sys
tems, as recomaended by Jl As a result, they
received a $54,000 incentive payment fron, the
Company and they also expect ko cut anciher
§64,000 from their aiie! electric bill,
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Ul presented a $26,000 incentive check 1o
the City of Shelton for its participation in he Cool Stor
age program. n addition, by taking advartage of Ul's
conservation programs, the city will reduce annual
energy consumption at its renovated Cormumunity Center
by 22%. Moreover, the city stands to <Tve 2 totsl of
about 30%. on its electric bili since the Community Cen
ter INCOPOr Stes VANOUs energy-Saving TVed SUMes.
inchiding above-standard levels of wall anc roof insuks-
tion, emergy efficient windows, HgHs and Mmotors. By
meeting Ul's energy-use criteria m rehabilitating the
building, the city can expext to receive a total incentive
of S87.000

Textron Lycoming in Stratford expects o
save $127.000 on its annual edectric Iili n 1992 by
substantially increasing participation in Ul's imterrupt)
bie rate program, which provides Textron Lycoming with
2 54 20 monthly credit for each kilowatt of electrical
demand that can be curtailed at Ul request. Working
with Ul Textron Lycoming further reduced skectr
demand by designing and instaliing a unique stomated
demand managemert system tha! s connected to 143
air condition ing units located throughout the Strathwrd
plam



Companies that ecognze their responsibility to contribute
to the human needs of their communities reap the

henefits in higher customer satisfaction, more

productive relationshing with pubdic officials and
community leaders, public support and. ulti

mately, lower operating costs Further, as respon

sible membe.s of their communities COMPanins

have an obligation to contribute in wavs extending
beyond their business purpose
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| Nesping Comectiont Competitive |

Once the fourth largest banking cemer in Mew England, the

City of Bridgeport has seen #ts population of bank

headguarters dwindle. With Chase Manhattan

Bank's acquisition in 1591 of both Citytrust and

Mechanics & Farmers, it appeared likely that two

of thz tew remaining bank headguarters might

soon close, eliminating hund. wds of jobs and fur

ther eroding local banking support for the strug

gling Conneticut economy. Ul participated with

the City of Bridgeport, the Connecticut Depart

ment of Economic Development, Chase and other 2ty 2R
perties to develop an overall plan to encour age Mow Haver manutact.re: of
Chase to remain in Bridgeport. Ul offered an eco iy et i P

wat sbie 1o repiece Ten ot

nowmic development electric rate that reduced dated braws fu

T ances etk 3

angtn srec gy oMot yn
power costs for a five-year period. The substantial p " -

A0 reNLBN PTY Campetitve

savings heiped give Chase a strong incentive to
~stain the two acguired headquarters oper ations
n Connecticut's most populous city
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outcome. significant ta relorm favoring busines devel-
o w“w.cmmmmahw
| boen < Juced by 20%.and the sl wx rae by 2%
| | Oty message 10 these companies also
soresses the advanuages offered by Connectiut com.

pared with nearby Now Jersey, New York Ciry and New

 Yorks Westchester County Connecticuts sales tax is the
o owsest of the four areas and. uniike New York City. Con.
i necticut has nc occupancy/rent us. A general tax scens-

i, including deductions. prepared by a Big Six
acoounting hirm shows the combined federal. state and
 local income tases for Connecticut residents with
o meor ol $85.000 10 be second lowest among the four
 aveas, and bowest for those with very high incomes

et 1 €. anecticut offers many advantages.
~ southwestern Connecticut offers them par excellence
The ares is strategically positioned near LaGuardia. Ken-
nedv and Bradley intematicnal aiporte and closer still to
excellent vegional airports in Stradord. £xst Haven, Dan-

© bury and Wesichester it provides business access 1o ana-
~ lysts, investment hanks, and national and intermational
. leaders of banking, govemment, commerue and

© thelargest ecp-water ports in the northeast Uniied
- Sunesand musually ~ood rail and highway — spona-
~ tion The many compances that have locuted headquar-
~ Hubbell, Sikorsky Aircrait. Textron-Lycoming and ¥
© & Whitney The wide range of major businesses has

~ senviestothe,  in Bridgepon, Hamden and New
~ Maven.entery  tones provide incentives to help
o remeurs i theit businesses. Foreign trade anes
~ in oridgeport and New Haven and the Connecticut
World Trade assocuticn add stimulus to the aress
el exporting achwity Incubator centers, including the
. Badgenor Innovation Centet and New Havers Sciznce

The 17-town arca served by Ul has two of

Park.lend support w0 hagh-tech and light manulictaning
contutes Yale-Now Haven Hospita,, world-renowned a
4 medical and teachang center. s a magnet lor heaith ware
prolessiinals and facilings. The 375,000 indiad als
makiiig up the area’s labor force are hardwatking hghly
educated, take pride in theit work. and are momated 1o
perfom and gro

But southwestern Connecticut aiso atlers 3
superb quality and diversity of hiestyle, ranging fromi she
cultueal and inteliecrual stimilation of university LWt
to picturesque New England villages. from the recres-
nonal and soenic pleasutes of green hiils and rock ndge
vistas, to the beauty of Long island Sound Farhield and
New Haven Counties have dozons of pubilic and privase
golf courses. yachit clubs, tennis clubs snd marinas, an!
outsranding parks. New Haven ts homg to the Yale Rep
entory and Long Wharf Theatres and the Vohvo Interma.
tional Tennis Tournament For weekend geaways. the
area serves as gateway 10 the Litchfickd hlls the Berk-
shires. the Green Mountains of Vermont and the "Whites
of New Hampshire 23 well as Long island Sound
beacties, Newpont. ol Cape Cod The cosmopolitan vis-
itor attractions of Boston (rwo hours) and New York City
(hour and a half) are also close at hand

Keepirs Business

Competitive:

While advantageous. Connecticuts busi-
ness climate still needs strengthening, Ul socarheads
efi~= to encourage heads of industrial companies 1o
parnipate percanally. not just throwgh lobbyists, in the
legislanve proces. to bring about improvements Ul is
also mobilizing companies to invoive midcle managers
in legislative matters

Ul's management 1 actively involved ma
ticy” wty in Brdge port and New Hawn, 1o help ther
s:dve fscal problems

Taking Cave » Business In this program.
institated n 1987 we locus intensely an one city, con-
necting that ¢ity’s husinesses with the services and
resources they need to sunvive and prosper. We make
muanicipal governments aware of the specfic needs of




A wnall manufactu: ing company {argeting
imter nations! construction trade markets found fts
assembly costs getting et of hand. Ul hedped the com-
pany relocate from outside Ul's service tarritory into
Bridgeport's foreign trade rone, where it receives Lax
advantages. Ul also helped the company obst ain third
party financing to gear up & the new site.

A majpor manufacturer began actively con
sidering » move out of Connecticut, partly because of
power supphy disruptiogs that sometimes shut down ity
assemibidy lines. Ul not only upgraded fts power su, ply
cables at 380 identified an inadoguate customes
hackup power cystem as part of the problem. Ul engl-
neers instalied switching to sutomate the backup sys
tem. To ensure that the customer's oper ations remained
up and running with the least possible down time during
the six months # took to manufacture the custom
switching equipment, Ul also equipped its service per
sonnel for gu 'ch off -how response capability.

During 1991, the first application of Ul'y
Sersaness R covery rate hedped heep a tong est abliched
mamtacture: in business. and saved some | 50 jobs
When this autonstive atter market sguipment supple
slarted » peciencing financias| losses, ! sought and
recer of tax concessions from ity municips ity and the
v te, a% well a5 concessions from s unions. Despite
tiw e offor ts, the mamdtacture, o $280,000 per year Ul
customer, was still unable to turn & profit,

Recognizing that steps had been taken 1o
nprove efficiency and profit potential, and expecting
that the market for the company's products wowkd
revive, Ul negotizted & Business Recovery rate with the
company, enabling i to realize savings or s slectric
bill for & five-year period.

Ul aiso conducted a full-scale energy audit
of the company's oper ations to identify potertial ways
of improving s eneryy efficiency. The sudit showed
snergy could be saved with madifications to lighting, air
conditioning, rotors and electric furnaces. The many-
tacturer dacuded to wnpdement the improvermernts.
Yoday, workers continue to punch in and out, and the
man tacturer comtinues as a comtributing member of
the Southwestern Connectiout business community
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Idw 231 00 237 5% 515 8 404 S
Whalesale( 1) B9 &8 & 61 24 s e
Other operating revenues 444 N4 'a ?

Total openating revenues b 2.4 B 10 S8 301 49 14

Pl and tnterchange energy ~ net
Betail ~ own boad |44 41" 919 A 97 1514

Osher opeiating oxpenses. exch-ding Ly expenss JR0 5 155,187 Y.
Oehet non-tncome tazes 4 Fl§ 30,294 7 4
Toul operating expenses, axchuding incorte e 408 50 477 154 424 $15. 704

Deferved retum Seabrook Uit | 15

m‘m L a4 (AR 2] 'R AN i 419
Onher nor: OPCIRUNG iU Toss! IR A h A N 33 &
Belore-tax effect of SFAS Np @0 4 D4 211 174 o 156 136 A0

Income tax expense
Dperaing incorr tx " 96 4 .
Effect of SFAS No 90 4% 81237 3 18]
Not:operating meome tax 19,154 3 08 3 662
Towl 26 084 81,172
Income (Joss) before cumulatree effec of

accounting change 54 (48 78 3 if
Cumalative effect of change 1 sccounting for
propetty @ses ~ nes ol ax { 0

Net income (lost) 4 D% 11150 Y8 439 § 643
Freferred and preference s, Londends 4 479 #In {1 34K 11653

Incomie (loss) apphicable 1o comman stock ; § 4910 § @) S8y $ #7291 § (3 %M

Financia| Condtion ($000's)
Plant in servie ~ net $12309.17 $ 63 710
Construction work in progress 675,831 #12 244 37 160
Plant-relared NR“W"‘,' as<! g Bl o8 B8 138 AR A1
Other property and investments Q0 (0% 91 648 83 BAD 03]
wm e n 18] .06 17082} 168 270 122,074
Deerred debits ¢ 741 824 H035 696 653418 £10913
o Toial Aets : $2.252 A2¢ $2.188 130 32 365083 $2.178.007
Common stock equity ; § 376 )2
Preferved and preference siock

Nex subjest to mandscory redempuon ' &9 700 000 0 (OX 70 000

Subyeammnda:m mkm, fon } ( 8 O 40 (X0
m~m ety rxdudmu TutTent pottien 8V 895 Mf e R&J IRT 747 550 . '?"‘."“l Reve
Noncurrent hablites 3 U1 107 781 11071 ooy s mclude exchang
Cumlwmk‘ﬁgl(ﬂf debr 4] 667 18667 667 JE 667 ‘!1 7.‘" :.j.i:\':;v:ﬂ
mw& 15 00K 45 0% \ L {apmi ity capenies I 3
Other current iabuiines » 149 X 142 878 12233 117 009 wecordaney with Fol
Deferred credis ' 57231 872 445 487 107 631133 el Esangy Repuinet)

Total Capitalization and Labilines $2.252 426 $2 188299 $2 163 063 £2 178002 P s—
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The Coenpany has sabe and leaseback

arrangernents with 3 fmancial mstitunion provicing fon

pendient power production and cogeneration lacilines
United Frergy lntemaional Inc has been formed w0 ab

nuckes fuel inancing up © $70 millewn for Seatrock Lng tate PAMTICIPRLION 1 8 | oposed ot venture relating «
: i T M nder these et prochu - abroad United Resowrces, I
JITANZCCT ) ¥ RI) serves 2 rpomtion ot UTs unregulated
' h't " i o ! ra - | ISAT s ! s T [araiey « :‘d’l'{"\ W ‘.! ‘
k)
L ' J ko "‘Q'W"f"' e '
o v ! NN I " S ] wrwe Lhe imerests |
i . » i ! ! A 1 i1 . !
’
A " 1 :
+ I8 o 5 »
) LA} ; ~ L A )
{
WIatIng as a % DAt in the ownerhig A e dixa
% AT ! S8 S ik i
hote! taiding on property ac@oent
AT ) ¢ 4] 4 f A, 1
uidng in New HaVID A stcond whiolly -Owre wiclie
X . TINADE ! i -
; = d URI s Thermal Enenpies. Inc | which s parncipating o
: T i ¢ ¢ 'y
the developtment of district heanng and cooling water laal
O eInt Y One O SEVETAL SveTils
. ties in the dowrtown New Haven ares including the
g any adverse Changs he eGeral Adorm ffflb"i P
] o (*.hl‘ e aned FUCENOD & 4
Act o the te1. %8 of the msurance policies on the ol that i g?rg_\\f““" d:mm = ‘b )
7% perteer In cenier lor @ new city hall and .
W satistactony o the lessor the lesso s hecomung subject pe Y ¥

he Publ sility Molding Company Act of 1935, or any

whier satute regulating public SETVCE CORTIPRMeS, & 4
result of che lease, 4 alure O ODtaIn OF MAMEIN &Ny
required governmental agproval of the lease arangement,
and] a nucleas acodent at the generating lacility giving rise

office tower complex. A third URI subsiciary. Precision
Power, Inc | provides power-related equipment and servioes
10 the owners of commercial bulldings and induseral lacib
ties. A fourth URI subsidiary, American Payment Systems
Inc . manages equipment for electronk de processing of

bill pavenents made by customers of utboes, includung Ul
 neighborhood businesses tha serve as bill coliecnon
agenes. The Board of Divectors of the Competey ' author
ized the investment of 2 maxienum of §10 madbon, w the !
Ihe mmahnbl““* rdhm assers in all of these subsidi

ply Agreement with a fuwxu. (nspruton

financing up to $30 million in fossil fuel mw '

this agreement, the hnancing rnmynoqmlﬂ”“ Gt

ural gas coml and fuel oil for saie to the Company, and the - .'»,._u e
Company mrchmﬂmﬁﬂl“_ﬂ i S i
enaity at a price ‘Olndlwdu
fhinancing entry for the direct costs |
hasng and storng the fuel, .
an inverory 2 the fuel d
Huctuaning meerest Taie on e o Anpraved seley.
mercal paper in New York. The i  § '_V_"" ghe _?" e
Lt e ventnes and © ideimpiiyhelmcg 1 edhiosd f',‘_"'y ‘ ‘.':\;:
entity l’”ﬂww n“ » A L a0 “ A !

a8 result of s ownership, SOmge

the Company mmdﬂ
ary 1993, & December 31, 1991,

dmnpeum » 1

w lahelity o damage i excess of §10 milbon Al Decem.
bet 311991 aporoximately 365 5 milbion of nuclear fuel
was being financed under these agreements.
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adding $3 9 million in revenue Wholesale capacity reve
nues were up $5 9 mullion 10 $22 4 milhon
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‘ Ting e S.R9n 1 over 1990 evels. of
5 M rwer share MCTALONS . MAICnance. and Capaciry

expenses increased by $6 6 million in 1991 refllecting $4 |
mullion tor the mausion of Hvdr ete, DEVTents

wher oheranng expenses increased § " mullion fot
PTeCIAtOT | wabrook charges

$3 6 milhion for “other” (mostly property) taxes and §7 0
million in unrecovererd fuel expense. about one-hall of

which was due 1 the Middle East war “.rice runup

reliecting a fud year

Non-opereang moome aftey o exchusive

if nion-recurring werns. declined a net $1 6 million lor
99 from 1990, or § 11 per share Expected dechines (due
to rate mcreases) in deferred revenue asscciaed with
sccounting for Seabrook. allowance for funds used
mstrucnion and interest income were partially offset by
$4 % milhon m afer-wx interest savings achieved thaough

large-scale refinancings

The reduction m eamings lor 1991 of
$ 27 per share below 1990 resubex from a decling inanes
tme gains from §1 04 per share in 1990 10 $.77 per i
i 1991 (primanly, $.53 for a property st
adjustmen: and $ 23 for o audit

1990 vs 1089

Eamnings for the yest :
mallion. or $3.95 per share, compared 1 & Jot i,
milbion, or $587 p‘!mulm N“‘r«w
due principally 1w the non-canis wrie-off in August
reguired by Saaternent of Financial Ascounting

ncresse § by § 31 per share duz 1o G refund of amounes
previousty advanced by the Company to lund the Seabrook

prokect urning OO e
MCTRUNG revenues o N ncresse
4% MV evel due primaniy the WL rawe
CAM ana A g e e O WA
) Wi FA Retad kdowatt b wies | A
L w 4+ i Attt ATh "
)
f wry K]t ,
Cavy & e | 9NV nrimanhy becauw |

resuting o1 the avaiial
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EheT NLCKE prneTalor
wahrook Uit | whuch more thian «
fuced avallabiliey of other nuclear uruts i | 9%

Reduced availabality due o scheduled outage for overha
i the Corapany’s two most efficient fossél- fired generating
inits also contributed 10 higher energy costs in | 98y

spacity purchased expense decremsed in 1990 brom the
1989 level due to the wermination of 8 large capaciry pur
chase agreeroen: with anather utility

Other operstion ana Umamtens. -
CXPENSES HKCTERNEE w0 & 70w wvt 1999 due principally o
the record™, o “dts ok Uit | operation and mainte-
nance expenses beginning Jaauary | 1990 Deprecstion ; j
expense inc: ased i 1990 oves [989 due primanly w the e
commencement of Seabrook Undt | depreciancn which
began i mid- 1990, Thas increase more than offset the ‘
ahmence of addinional Millswne Unit 3 deprecistion charges
reconded in 1989 pursuant 10 & OPUC order 10 reduce Uls
projected 1989 earnings 10 the level authoriaed in s | 964
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Although the Company believes that it
look snd plans are untikely 10 be Mf
riher developonents with sespect 1 the Boems-
re n of Seabrook Undt 1, the Company’s
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uding condinons in the securities arkets, eco-
ondinona the level of the Compatty’s ticome and
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Consolidated Statement of Cash Flows

Cash Flows From Opersting Activithes
Net Income (Loss)
Cash Pows from Fmascieg Activities
1 i
S0 00K 8 i
v W X
235 i N
W ¥ a4
£e Momg | W
4611 SRET R b
. 3 5'1'”' ?11‘.‘9‘ ‘.'.':Q‘
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| fie accounting records are mantained i

ACCOMIANCE With the urniomm sysiems OoF acCounts pre

scribed by the Federal Energy Regulstory Comimission
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Utility Plamt
The cost of addmions o utility plant and
the cost of renewals and betterments are capitalized Cost
msists of labor matenals, services and certain indirect
including an allowance for funds used
furing construction (AFUDC) The cost of curvent repairs
and mnor replacements s changed 10 apPIDETIte Opent-
ing expense accounts. The ongsnal cost of utility plant
retired or atherwise disposed of ~ad the cost of removal
less salvage are charped to the accumudated pmmmhl
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s ovmmons of Pt Cosdy

n 1988 the Company adopted Seate-
ment of Fmancal Accounting Stanclads (SFAS) No. 90,
Regulated Frierprises — Accounting for Abandosments
and Dwsallowances of Pant Costs”, and dlected to restaie
prior peniads SFAS No. 90 requires that, hm
plant lcilines all o s disallowed for N
poses must be recognized as losses agal
as the disallowance becomes prob
ably esumated. SFAS No 90 alsowe
recorded for any disallowance of the
abandoned plant factity, and for the &
returm on mvestnent. regardiess of the
have provided {or recovery of the full
10 be meerded for the disaliowance of 8
tw the difference berween the recoversble
the peesent value of such investment Ap)
decreases over the period of recovery ol
ment. the loss 1 reversed through aceve
ognued as mcome 2 o

11989, e Conpe
matcly $212 9 million of write-ofs
exensions. to &t ieast january 1, 199
commercual aperation date of
reflect the write -down of the §
fiom the sanutory “cap” 10 the
of $640 million, as provided ir: the §

" gy

- 2.5

s ;.o 0 R

oy
o “
3
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Agreement In | 989 the Compuny also recorded an addh
nonal non-cash wrane - off of approximately $4 6 malhon ‘
$2 6 million net o redated income anes) 10 recognae the
prohabde disaikowan i 4 retum on Al COsts s
wted with seabrook Lng o whaoh recovery has ot vt
een approved See Note Unamorzed Cancetied
’
Phase @ Pan
e A [ b " Tt £
sl from the addinor i Dase N !

WK e b ¢ AACINONS TRAY I aCKN
st bW regulatory authonties graduatly v & pRase -in plar
The lnwary 24 1990 decision of the DPLIC impiernenting
the Seabroos Settieinent Agreement i ludes @ phase 1

o

péan ot recovery
Uit | that complies with SPAS No. 92 SFAS No. 52, "Reg

ubated Enterprises — Acccunning for Phase-in Plans

establishes cryveri for a phase-m plan and reguires, among

other things. that costs deferved for future rcovery under

rhase -in plan can be capualized for financial reporting

purposes only f the e regulatons allow recovery of these ,
deferved costs within & wen-yesr period of tme. and that the g
prroentage mcrease v mees scheduled under the plan can ]
be no grester than the peroe.aage mcroase in mies & hed 1
uled under the plan for each preceding year

In accordance with the January 24, 1990
rate decision of the DPUC, AFUDC relsted w0 the Compe-
nys mvestment m Seatwook Une | st thar date was discon-
.ed and the Compary _gan o record & deferved retum
o the porvon of the recoverabls nvestment in the unit
that s presendly exchuded from rae base due o the phasing
G tute tuse of the Compasy’s urvestment I the unx over

4 the LOmpanys mvesinent i Seabroos
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POMS, the YNPEDY [Achces !
’ al related 10 recoverable plant

oot -of Tur Bass )

he [TU related to the recoverabie

e—— =

paant anve
watmook Uit | 1TC related 10 nonrecoverabl
1 nvestinent

e

€ thuse mvestments written off
rdance wath the provisions of SPFAS No. 90w

wre when the related SEAS No. 90 wime

-

tu Gape The esrimated amoum of unley reven

g S S

e o

\ess related expenses and applicable ) for service ren
jered but not billed is accrued & the end of each
ing perod

ETNELTS

acooum
vear of additior

———

ase Ol major

ANON CONTMENCES in the hmm
¢ and ccases in the month The Compunys 1990 mte decision granced
nservice: During the yoars 1 985 by the DPUC sllows the Compmny to adust revenues for
asocted with BECN reconwversion mmmmmmm
nuted on ar vn«mt-umhm hmahhﬂm-ﬁdm-mmﬂu
reveniues are accrued in the year i which te deviaton

-m...:uu'mu'mrmuhﬂv :
ny oy BEC Commencing janangy, 2050 She occurred and billed (o cumorers in the subsequen. jeat
b : ey ¥ x',;!

-
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LS are being depres Idﬂ!,wb

< et penoa ending July 2000 The aggregae sanual Ltk * K1)
ons (or depreciagion for the years 1989, 1000 g Y *mhhw ‘v»
WeTt valent © approximarely 4 31% 3.06% dnd -

b respectvesy, of the onginal cost of depreciible
nerty 1 restated for the #flect of SPAS No. 90. The

giregaie provision for 1989 mciuder & one-time Inches:

thon m Millsuon: Unit No. 3 deprecition
harges as prescribed in a 1989 DPUC order. This camings
uon measure was inicated in order 1o lower the Com.
s return on Common Stock equity for nite-making
rposes without imfacting revenues of cash Sows. See
ne (B “Rate-related Regubatory Proceedings”
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Notes to Consolidated Financial Statemesrts

R Byt Sduwron Frerrioars Sheren
(A) Capitalizstion Crstutaomdoy  (OOCL) (nstvtamting OO, Ine esmrkng

Eataarsis
O s

ltive preference stock, $29 par value, shares
suthorwed & December 31,
oMo S 000 X
990 5 000 000
1991 5000 &k

RAITNCE ROCK WSS

loral preferred stock not subiect 10 muadory redespaion




Longserm Debr

A65% 1990 Senves dut Julv 18
=
4 L] e
/
’ 4 o« ¥
o |06 e Augs
v
] 4 . ™ 3
L] AN T AN AT
t U Serws Oue fane
£ AN
Tha%e 2000 Senes. due Octobe
‘4

Ko M) Serws. due December

hs L7 herwes Gue August

TR detentunes

8% matured serially as &
$1.667 principal amount ot
November 18 1961, with
the rematnong $ 10 000
mdeemed on November |5
%1

1%, manwed serially as
§2.000 pancipal amount on
November 15, 1990 with
the remamung 3 18 00C
recieemed on Movember |5
!

First Mongage Bonds — Brdgepon
Electrc Company

J 44%, Senes B maturmg seri-
ally as w0 §10 800 principsl
amount on February 15w
each of the wears 1995 0
[

1032% Senes C. manumning sers-
ally a8 w $60,000 principel
amount on january 15 in
each of the vears 1993 0
199%

5 5 Ky

(R} L

¢ A 4

LR 1

Wi 9

e L)

818 R U

X 5 XK 5O
X LU L ! %,000
2 ™ 1O
11 666 1333

xher Long 1evm Dety
Potlunon Conpol Revenue honghs
8 (VB Seres e
ke (W ke
A% 198 eres B due

o £ het L

Al - Senes. e

% |9 wres. due

Novemnber | .
A% 19OW Semes A e

Ueormber | X014 L
ol Waste Disposal

Revenue Bonds
\Crustatie rate out

renthy ¢ 8%,

0 Senes A due

wpsemiber 1, 2015 W X
Meduemn  [erm Nows:
TH2% 199] Sertes A, due

‘eptember |1 1904 W 0
T 20%. 199 Serves B “ue

Nowvember |, )99 13,00
622% 199! Series C, duc

Decemt o 2, 1994 10,000
Long-term hark lgans.

12 9% $12.500), and

13.1% ($20.000),

aRuTing 28 0

$7.500m 1992,

$15.000 in 1083

and $10.000 in

1994 . 3250
Obiygazion undler the

Seabrook Unit |
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K puarsuant
annot ?l’
R oun the
o WU shares ol
rice of $30.7° per share,
we price of $38.3)
OMITOn Sock @ AR eRevOse
have heen graneed by the hoard
voember 31, 1991
ComnImOn Sk 8
WETE eXer rai&ﬂ'l‘m &

¥ L AN owes

wancing &

0 shares

l‘. Y ~;
I ‘-‘Hm’:v- m.m\-‘
OMUTON Stog n uw‘
1 PErEATance
wer group of clectric utilities oWrs
December 31, 1992, undur the
nevnnve program. The ssunnce of ’
wres of st pursuan’ 1o thus program received DFUIC
w Tue 51991 The total number of shaves of
ommon stock that may he earned under thf\qm
entive progran: & imated o 8,883 Numhuﬁ ‘
awarded unuer this progaam © date ﬂmm«

as of Deceznber 31, 1992

Wi ending

M

pany's long-tem

ADLTOVR

of the comsngl-~ »men \

a1y o2

erparyy aned 0 the amumstus tht

W

Protecred and Proferonce W ox

w L

el SEOCK. e t ' "
Axable addanom TN
SIA8 OO In 1991 th
Jhares of s $10X
resulting 10 2 nonARxable addinoen 10 COMINON eg)
304 (XX

egQuily Of B roxma

(anpany purchased an car
P value Prederred Seock ot 2 dis
wissted o

approximately § wch purchases

9573
7520
39 900
L3800

shares of 4 19% Preferred Stack. Series A
shases ot 4 Ti% Preferred Suock
shates o 4 64% Preferred Sioch, Series
shwres o 9% Preferred Stock. Senes O

wries B

There are no redesaption requirernents
for preferved stock outstanding at December 311001

Shares of preferved Jock have prefer:
endal dividend and biquidation nghts over shares of com
mon stock. Peeferred shascholders are not mtled

rights Mowever, oy preferred dividends
are oy Moty sty o more qrarter. or  some oher

aﬂﬁhm prederred sharehoiers wit enikd

the Bourd of Owectors until all pre-

mauumdn&uu

1*‘;‘ by

L)




e ompay weues and sold § 1) mulor princype he net proceeds were wsed 1o redeen. on Debruary B i |

ataount of 1 e ovwar MTNS at an interest mage A N an ol the Company's outstanding 5% % Dehenture

The a0t DOy odds were usxd iy § e aRLLAF \ 1 ALFUS A 5% Liehennares. due une *

i ! . S (Nl £ W " na T L eheniun e mnua A and v et i
w , % ' 1 Ll ol N an relregie or pa

MatLrities . 1000 119 60

Mandatony reJempuons T vmen.s X 5000 .000 T N

nulal Redemy xns T SX ) : i -
ng-term debt (end of perod 3 N SEIROT8 $705078 $514467R $50] ws
R i d LA} Ly RS AR

Anrual interest pscciated wat), cxostng Ut tiviing

st b BT 27 $ e $ 50 § T § 41790
ANNGA AMOTUZENO: OF (2 L expense and repa
e Pref e Ssocutec | L) exsting dett #6535 §7418 Bl $3.65) 12054

Exciudes redeinplon premums

e o inchude § %0 mulbon of wa-exomge adjusiable mae <ol Woswe Disposs) Revenue Bonds, 190 Seres A, dur Sepuember |, 2015 cinssibed
e ompany s books &4 urrent bty (ieress et for Sepuerober 1091 10 March 1951 & 4.85%)

Do ot include inerest on any new fewnoings tht sy be “.umﬁnﬂhwhq”” The
anpAry expects some new fmancing 10.000UE.

4

4 Rrte Huletad Remestory chat it conginues 10 be sensitive W the need © maintan the S

Peemrediog Company's .muncirl waegrity and thewfore badapproved

On February 22, 1969, the DRUC immed  wings Nm 6 -
a decision n a proceeding that it commenced on Octobes ”“ by ¥ TR ST
| ame o vestgate the ope-ational and binsncial st
if the Company The dhcision ordesad the Company 0
‘ecduce its 1989 rerurn on equity for tate-making purposes
w0 16 4%, the level authorized in ks then MOs! fe2eni e
w1954 Accordingly, m 1986 dhe Compuy wroee off
2 toui of §14 8 miflion, consisting of b /as separchowe pre-
miums amountmg to $4 5 mifhon. net of refated mcome .
meSkOZMdWM“ [ TGS
retated o Millsione Unit 3. In ies decision, the DIPUC stated '




sharehokers
¢ amorint of the Compaty's Ses

hat can be recovered through
ted to $640 mallion. phasedin w

2! DEnod bepmning m 1990 “he

rovides that the Compar.7's mte-ak-

mmon “tock equity (ROF) during

22 will be himited 10 @ oedling of

with a it of 9% calculaied as i the

ymmon Stock eguir M for ”o

nowas 40% U the mm.l‘)EM : ¢
{ carnings in excess of the will b :
rred revenues related o the
Py May request
Jow 0% on 2 projected bagis.

t achueved | e sales vels were

391 and are untikely 1o be acheved

in accordenc? with the SPA, the Com

s reUeIve ) appeowal w bill 1o custoraers in

2 approximately $ 4 B oilfion (equivalent w a ) 4%

ase rale increase) ) revenues that were acomed during
1961 For billing purposes. the SPA has Laen mcorporated

nio the Company's Fossil Fuel Adjustment Clause (FCA)

Sinee Jenuary 1971 Ul has had s FCA m
2 of s retail cares. The DPUC & required by bew to con
vone an adminuscranve proceeding prior o gpproving fuel
ucjusener- changes of clectric utilnes ko each month The
law peshats matonanc implemnentation of the charges f the
DPUC falls 10 act withan five days of the administrative
proceeding, athough all such charges ave also subject w
furthes revier ar) appeopriate adjusement by the DPUC &
publy: hearings . ouired o be held a beast every tarer
mmwuﬁmwbm
umch‘udﬁah-&dqd
mm.rm

The rate ncreases grnted 1y the DPUCS Mn

CCISION Were JXMM 2 2%
¢ | on the Conapany's projecied Gommon Seock:
ry captalizanon rano of 26.0% lor 1990, 30.9% &
1991 and 32.0% for 1992 appilied w0 the Company's mie
hase However, as stated above MCM‘M
arn up to 4 131.9% ROE M\mlwu
~apwtalization tanio of 40%, in Wﬁﬁ
Seabrook Settement Agreement. The dectsion also
wides, among other things, &xMhm
ruoverable seabrook nvestinen! inte race base over a 5
vear pencd cotmmencing fanuary L 1990, hmuyi
Jeferred phase-wn costs during the subsequent 3-yoss

v *m.ﬂ lﬂ.ﬁ




for 1990 199] and 1992, &5 1 compliance with SFAS N

91 “Regulated Enterproes — A

Plans” The rate deCesson allows the

S8R0 mudbon, or 7T % 0f 118 AlowaDK

X he gederred retum that w W ¥ CUMmuate
TN {9V and (WY 1INt rate Dase DY Januan .

" g $16 vahle thvestment |
el mamnmg a AU Wlerred mnim w by Dhase
e | e am Xiia A nis Al

X3 and enuars I e s A ” w

v he deterred returt 7 3 Ive-YPar PO

MENCINg Januar 35 During 199] and 990 ¢
Mmpan toed delere TUIms related WA DOk

:  JE-HAR and § N, respecuvety

nong lor Phase in
unpany 1o phase

fvestment plus 4

E]
AT Lt Wi e . hArge
. £ et
v
‘
4
¥ "
rockera
alr .
ot delerved

nvesimer:! wx crechts

JOtal COME tax eXPense $1) 46

noome tax components charged
6 HOWS
Other mcome and
deductions — net 20,787
Application of SFAS Ne. 90 1 488
Cumulgave efiect of changs
In acconnting ot
propery s 5%

a2

L.

*a

$26 084

1wl

(1915
1,745

5
{ 8
a
b N
“ “
¥ ‘

W R

‘oad

Total income tax expense $33.491

The followang table detalls the componen

of the deerred e anes:

.




1IN any
1 ARAINSL
58 Of that years
ard was $3 8 million &
mpany’s regular
» AMT liabiliey by an
nillion During 1990, the Com-
s exceded its tenumtve AMT labil-
s 1o AMT weing carvied forwssdat
s The AMT carryforwand was

1991

iy the

1) Short Tane Cradl Arranguments

The Company has a revolving credit
f hanks which currenty extends
The borrowing limir of this facility s
he Laility permits the Compaay to bomow
actuatng interest 1ate Letermined by the prime
rket in New York l(l‘ilb(dmmm ;
orrow money lor ixed periods dmm
nany at fixed meerest rates det-tuined by the
rododlar mterbank market i London, by the certihose
x-~;» st market i New York, or by bidding, at the Com-
. poon. {f 2 material adverse chamge in the busiiess,
werations affairs 2ssets or condivion, finencial or other-
wi 2, or prospects of the Compeny and s subsadianes, on
msolidated basis. should oocur, the mwm

o applyving the edcTal §

Tax Pre T

) IOneY 10 U rmpany undet tht

revolving credit agreement, although borrowings ou

w at - he tme of such an ocourvence woukdd not ther
woome Gue and payable As of December 31, 1991 the

Commpany had $17 million of shont-term borrowing:
standing uncler a revolving credit arengement, with
group of bemks, that expired on January 31, 1992

Information with
bomrowings is & {ollc sy

respect 10 st

$% 000

$31 364
66%

SIL000 8 IS0 5000

00

§ 63669
A

Wl

Y

70,000

28,068
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Dar funding policy o the
K ninbute each vear the nez peiiodi:

However, the contribution for

e less than the minimum pegquired con

tlederal law or grenter than the maxmum

feductible amount. Due 10 the md*"'ﬁ

pans has ot been reguired t muke 8 contriba
#° The supplemenial plan is tnfunded.

The qualified plan's irevocsble rust fund
pally of eguiry and fixed-mcome securites
il real estate vestments in approximarely the followieg

il r that veat

Puretage of

Lewsaw Cartugars v Votsl Fums
1y Secunnoes o0
KOINE 2eCuUnnes i()
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Fan Pl [
Decesmber 11, 1991 Decembe: 31 1990
L] ]
e tunsie A 4 \ N i A "
ACtuarg! [wese ) enet S
WK § BRI
ey - et
., § RS A
P nsam e
* % 4
“
ety »
v Pl “5
ol f " i
1 i ! A i ¥ I M ~
A v a ey 4 -
R P v
ASSL ITIDVEONS W sstimating et TS AR
Discoutit rate RSN 8.9 %%
AVeTage Wt i rrase 5 50% 55% %% .
y
During 1990 the Company developed an M) Sokmtty Owned Past
garly retinemnent NCEntive Program §or NOm-unm eImpioy At December 31, 1991 the Company had ]
ees who were pension eligible Acceptance of thes program the lolicwing muerests in yountly owned plamts. 3
which was stictly voluntary on the par of the employee, o
was limited 10 individuals whose retirement would result n e :

| bt Pt W Ac e bl

4 sduction of the work lorce and lower personnel costs

1990 pension costs for thy e, yram, which s unfunded, b . s pirmalirmcts
amounted 1w $530 Or¥ _ ; m ;
seabmool, Uit | 175 % W0 $27

0 addition 1o providing pension benefis.  Millstone Unit 3 3685 14

the Company provides certam health care and life ingue« New Haven Hasbor
ance benefis for retired splovees and thew i TS Cheil
substantially all of the Company’s employees
bie lor these benefits when they reach reti
Company recognizes the cost of providing ¢
a pry-as-you-go basis by expensing the
premuums. which were § 8 milion, $1.1

malhon for the years 1989 1990 and IWL
December 31, 1991, the Company was ph
henefits for approximately 604 retires. oF

In December 1990, the
Na 106, “Employers’ Accouniing lor Posts
fits Other Than Pensions” This Seatement, which
adopeed by 1993, regquires, Mdﬁl”%
habuiry lor such benefits mist be acerued over 3
_mmencing with an emphovee's date of hire undll oy
unuheunpbmuduﬂ'wwkuumwt
pany has determined that the efect of this ue
_range will increase its estnuted anous!
ing m 1993 from $1 8 milion w0 $6 1
rate treatment at this date has not been ¢
Company plans 0 seek recovery of these
through mtes.



ot assocuied with Seabrook Uinit J for which recoven
WS O Ve DN AP OV et SLCTTEY 1 A wintIng

e Accounting for Abancomments and Chisaliow

() Fuel Financing Otligations
and Other Lease Obhigstions

ik 5 i 1% AN TN

hasing the fuel. phus its fiacing costs with a percentage
eriirm thereon hased on it Huctuating cost of thirty-<ay
meroial paper borrowings T mpany & obligated
ire the fuel and 10 ndemnidy the lessor aganst all
shility. taxes and other expenses MCUrteG as a result of s
whership of the fuel Each lease & terminabie on twe
wars notice by ether panty  but it is terminable by the
essor. and the Company must purchase the fuel from the
lessor upon the occurrence of any one of several events,
ncluding anv adverse change in the fedemal Atorr ¢ Energy
Act or the terms of the msurance policies on the fuel that i
not sanstactory 10 the lessor, the lessors becoming subject
1o the Public Uity Holding Company Act of 1935, or any
ther statule regulaing public TICe COMPanes, & #
result of the lease. a fatlure to obtain or mainuin any
required governmental approval of the lea(: smangement,
ancd 4 nuclear acodent an the generating facility giving rise
1 lapibry o damage m excess of $ 10 milion. At Decem-
ner 311991 approximately $65 5 million of nuclear fuel
was being financed under these agreements.

ok Agreement with a hnancial in
Wﬁ\lﬂ‘ _\pwﬁoﬂbi
this agreement. the ingncing e
Eﬂ;ﬁ.uﬁMﬁ‘dh
senpany purchases these fossil iy
entity at & price for each type of
fnancing entity for the direct costs it s 8
haing and storing the fusl. plus a g for!
an inventory of the fuel deternsned by 8
Mctuatu ¢ interest tate on thircy-ay,
mercial paper in New York. The ©
msure the fuel Liventories and to indem
murywdlliﬂyﬂﬂ*
s a result of its ownership,
the Company. This agre
ary 1993 At Decernber 31, 1
mullion of fossil fuel pure
this agreement.

W‘wJ

cribed above, the

some of which are capual leases) including armngemenis
of data processing and ofhoe equipment. vehicles. ofhce
pace and ol anks The gross amosnt of assets recorded
ncder capta leases and the related obhigations ol those
cases s of Decembet M| are ecorded on the bal

MYV MSe PYTTIETHS Wheie!

e, % fing U Sseabrook sie easehack thans
L b ! i : wn AT g
Neat fve yoars. 1000y
»
Fod
N 4 4
L 4 W
Ay |90 J A
Towg) NI APl iease paryTnents 8119
Less Amount replesenung imterest ST AN
Present vahue of mamnam o, ttal lease pay ments b R}
Presers vadue of future nuclear tuel iease pavinents 49 4%
Tow! lease oblhgunons $97 740
i

Capuahizanon of leases has no unpact on
income. since the sun of the smortizanon of s leased asse!
and the ineresi on the lease obligation equals the rental
expense allowed lor rate making purposes.

Fental payments charge v operating,
expenees in 1989, 1990 and 1991 amounted to $13.8 mil-
I-.Sl“‘udﬂumw
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Ated thst 8

rredy s

W1, BUA Fower Cou

menced » proceeding
e FUA Power, 4
n Unhives ASSGcintes
purpose of a0QuITITg a0
ang] selling in the
power prochucad
at 1t commenced this
\ he cash genemaied Dy WS
prrent market prices would
jue May 15, 1991 on ) o
spects for siging long-temm
hat date were mindral, and
A had determuned not &

A Power 10 enable it 1 maske
rent | Powey iled tt‘nﬂhmmw
meranng und paviment o the Seabwpok
: %) whkt A.]‘xgj:)(.,snﬁ\wl‘\u

m August 29 1991, the benknupioy

Faer OYeDCar exey
me FUA Power’s nghts and

ntil the termunaton date descmibes
PAltOn andt ordet atso provides thal the advanoes oon

(e 2 prority secured claim tin EUA Power's bankruptoy
proceeding, supenior to the nghts of EUA Power' secured
anc] unsecured creditors The obl:gation of Ul and CLEF
rmake advances will terminate, and repavinent by EUA
Fower of the advances with interest will be recutred, upon
the eartier of August 24 1992 and the ocourrence of any
e of several signibicant events affecting EUA Power or 1
bankruptcy pro.reding The Company b unable © awess
what trupac. if any, the FUA Power bankrapicy proceeding
wifl have an the operatng hoense for Seabrook Usit | and
the Company carmot predict what other actions ¥ snd the
other joimt vwners of the unit may be required 1o ke
~sponse 10 developments tn this bankrupecy proceeding as
it sy affecs the Seabrook project.

wn May 6, 1991 New Hampshire Flec

wic Coopenstive, Inc. (NH Conp), which holds 2 2.2%
ownership share in the Seabrook project, omimenced 8
proceeding under Chupter 11 . e Bankrupecy Code. NH
Coop s the scond larges eleceric uility in New Haop-
shire and & » barge wholesale power sustomer of PSNH.
NH Coop has been in defmsh for more than three years on
approsimaely $255 million of deix owed 1 the nderdd
Ruurel Flecxrificas n Admnistration sgsd, prics 1 May 6,
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NuUCear Rencrating unts are subjpext t

censing resiuirements of the Nuclear Regulatory Cony

mission (NRC) under the Atomuc Enerpy Act of 194 as
imended. and a vanety of other state and lederal reguire
ments The licensing of Seabrook Unit | was plagued by
lengthy delays arvd was opposed by & number of interven
ng groups who pamicipated actively in administragve pro
eedings . hled numercus lwsiots and demonstrated at the
mstruction ate In October of 1986, the Nuciear keguls
rv Commussion (NRC) ssued 3 full 40)-vear operating
ense for the Untt. subiect to several conditions that had
he satished 1o permit full-power aperation In March of
1990 the NRC determuned th. chese condit.ons had been
me* and authorized full-power operation of the unit. Sea-
ook Uit | achieved commercial operation status on june
W0 1990 and full-power operation on July 25, 1990 At the
present time. the only licensing ssuc remaining s the
LB reiea o an intervening group' appeal from an
R hcensing hoard decision finding that the State of New

Hampshires plans h%ﬂkm
il Seabrook Station hu*‘ ol C 21

cer are adequate 1t s not nsiipated that the ourcome of
this appeal wmm-nﬁ\nmih
full - power Mm kh KM'
g and mvesnganons promypsed by inquiries from Con-

sressmen and by NRC licensing board considerstion of
+ tnwal contentons may contmue for some period of time

nto the lature
m-:puh.
retore the NRC with respect to the gransfer of responsibil-
o manage.sent of further consenuction work and for
speratior of seabrook Unit | 108 subsidisry of NU, asa

sart o the bankruptcy reorganization plan it PSNH

h.nheduﬁ-r?“dww 5
above The Company and several other joint ownessof the g

it have agreed 10 suppert this plan.
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The Price-Anderson Act. current
xtended ¢ h August | 2002 lemuts public labuin
t 4t 4 nuclear power plant. The hrst
overage & provided By purchas
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Hrancal Drotecton, each Mactorn oneratorn can e
wiessed an addivonal 5% of $63 million or $3 0 millr
[he maxirnum assessment & adiusted at least ever
vears o reflect the mpact of inflanon Based ~n i
1 NUClear generating units. the Cainpany estimates it
maxamum labiliey would be $20 3 million per inciden
However, assessnent would be limsted 1© 33 1 mallion per
nowdent, per vear. With resect w each of the operating
nuclea! generating units i which the Company has an
wrerest, the Company will be obligased 1o pay its ownersiup
andior leasehold share of siny statutory assessmenit result
ing from a nuclear incident &t any nuclear generantg unit

It

The NRC requires au  ar generating

NS 10 OBREN PROPEITY MSUIRNCE COVERe 1N 4 Minimum
amount of $1 06 billion and w establish a syster of pron
twed use of the insurater proceeds in the event of 2 nuclear
modent The system requirss dhat the first $1 06 bilbon of
msurance proceeds be. used 1o stabilize the nuclear reacwor
1 prevent any significant ek 50 public health and safety
vl then for deconaminaies #0d cleanup operations.
Only following complenos of these tsks would the tal:
ance. if any, of the segregar ! szumce proceeds become
svailable 1o the urars owsens. For each: of the nuciear gener-
u‘ﬂh“mwwh
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the stivage value of the Seabruok Unit 2 assets. The Com- 1) Nackanr Frsal Dingrosa | and
g v filed & petition with the United Seates Tax Court lor a Mieckaar Piaet D ot sadm. wg

redetermmanon of these assessments. On December 24 ste associated with nuclear plant oper
1901 the Covapany ard the (RS filed with the Tax na snons nclud.  sounts for disposal of nuciesr wastes
JOINI Stafus report statng that the pamies had developed a nciuding spent fuel. and for the ultimate decommssioning
ymprehensive settiemer the wsues msed i the Cas o the plants Under the Nuclear Waste Policy Act of 198,
seciiving that tf ADand TNt 1OF Xe20r00K LY he tederal Departmes { Energy & required o design
L Was YN8 and that ou HAL DT S|IVARE Value dil =i WP MSITUCT and Operale & Dermanen! reposIory or
ageable plant and eguipment that must be recognized hugh level radioactive wastes and sperit nuclear
AX PUIPOsSes Wit £50 muthon as of 1984 which ot ACt reg ites the DOE o 3o begmning in 199 1
'.'".;\" Y5 ST W K e *‘ ) MUion, dased on 1t the disposal (o spent nucieal fael Ay ngh level ad !.7";:
5% ownershup mterest in Seabrook Unit 2° The com waste from commercial nuclear plants through contract
shensive settlement alse T @t any net salvage with the owners and generators of such waste. and
value that 5 unrealized oy Cubie 1or tax DOFE has established disposal lees that are being pax
purposes at that tme. The parties subsequently ornpieted federal govemment by electric unibnies owning or operanng %
necessary Computanonal work, the prepanton ol Tax nuchea gurmmg Writs. in return for payment of the pre :]
Court deasion documents and a cosing agreement reliect scribed fees the federal governiment is 1o take ¢ itle w and Q

ng the comprehensive seftiement, and the Iu‘ oun dupatoldu unhioes high level wastes and spent nuciear 3
ertered its decision, 1 accordance with these documents Mwmw than 199° 4 ver. the DOE has ,‘
n January 29, 1992 The Company expects that the $5.4 announced that irs first high leves waste repository will not 2
million ner ncrease in the Lompany’s tax obligaton as a be i operation earlier than 2010, norw: } Snn the )
result of the agreement on net salvage value a of 1984 will DOFs st '+ "“m ibility 10 begin e ’

be pad from internaliv generated funds. subject 1o recov- posal o ugh-level radioactive wasie and spen fuel begun-
erv as described ‘\hh@l’\(’(mm quu‘mm!Lm

seabrook Unit 2 in _ompliance with a 1983 directive fram
Uneil the federal government begins

hc DPUC and the Company believes that the DPUC will,
based on 1t previous deasion permitting recovery by he moatenials in sccordance with the Nucicar

ompany of Seabrook Unit 2 costs, allow any net incresse .
n the Company's tax obhganon arsing from this seaanent 4o
due to ax rar diflerennials and meerest to be recoveragh . L ¢ 0
through retail rates. there 1 o asSUTANCE a5 nmm W
0 what extent the DPUC wouldaflow such recoveryis. =

Queber project amsmmmm
and Quebec, Canada F“wchlhB'
mzapau'\ of the mw ¢ from 290 me
mum of 2000 megawatis. A ten-year P~ B n
which provides for the sate by HydroQ
England parncipants m the Phase [ proj
megawart-houss per vear, became effecth
Althougn encrgy pricing formules i the i
msh.w;xad\nwumh‘ % |
land project parncpents, the manthly pr
firwaci! SUPPOrt payments e expected
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the region in which the facility s located The Northeast
Interstate Low-Level Radicactve Waste Commussion iden
tfied both Connecticut and New Jersey as dual host states
for waste facilives and . in order 1 avosd potential denial of
access to the currently operating dispeosal sites, the Gover
not of Connecticut has cerutied to the NRC that Connecn
cut will provade a storage disposel or management facilin
for waste generated within the state by January 1. 199]

The Governor of New Hampshare has hied a similar certiby
cation with the NRC with respect to waste generated
within that state. However, because state governments ar
responsible for the development of these facilives. the
Company cannot predict that future deadlines will be met
penaities will be avorded and access © availabie disposal
sites will remain open I dwpoesal tacilines ar- not available
for wastes from the nuclear generating units in which the
Compary has interests. substantial costs will be incurred
deveiop alternative arrangements. although low-level radic-
active waste storage buildings ai the generating stations will
be capabie of stonng approximately two vears of waste

NRC lLicensing requirements 2ai restri-

nans are also applicable w the decommussioning of nuclear
generating units at the end of their service lives, and the
NRC has adopted comprehensive regulanons conceming
decommussioning planning, tming, funding and environ-
mental reviews. Ul and the other owners of the nuclear
generating uruts m which Ul has interests estimate decom-
mussioning costs for the units and attempt o recover suffi-
cient amounts through their allowed electric rates t cover
their expected decommissioning costs. Changes i NRC
requirements of technology can inkrease estmated decom -
missioning costs. and UTs customens in future years may
e nence higher electric mtes w@*“dﬂ
insufficient mate recovery in pnot)!a

few
ing the creation of a gove
wdumsnmdmh
state On Novemnber 26, 1991, ¢
Nuciear
isshed $323 million (in 1991 do
mg cost esamate for Seab. ook Unit 1
Monthly decommissoning paymenits
managed decommissioning trust fund.

thzmdlmchr
with the DPLC the plans for fin
ing of units in the caee. CLEP
DPUC for Milistorie Unit 3
it and the DPUC has
external frust for the carre:

Eawrronment s Concer me
In complying with exssong environmen
1l starutes and regulations and further developments in
these and other areas of emvironmeneal concern, mcluding
lemstation and stud *s in the fields of water and ar quality
parncularty “-ad rain”, “air oRes”, “ozone non-attain
ment” and “global warming %), hazardous waste handling
and disposal. toxic substances, and elecinc and magnetic
welds. the Company may incur substantial capial expendi
rures for equipment modificatons and additions. monitor
ing equipment and recording devices. and @ may inow
addmonal operating expenses However, the Company
hehieves that any additional costs mcurred lor these pus
poses will be recoverable through the ratemaking process
The totl amount of these expenditures is not now
determinable.

(M) Change in Method of Accousmting
for Property Taxes
As discusse in The Statement of Accounting
Policies, effecuve january 1, 1091 the Company changed
its method of accounting for property mxes from accnual
ower the rweive-month period iollowing assessmer: daze 10
accrual over the fiscal perioc of the applicable wang
authority The effect of the change in sccounting was o
m“’bmn&h!m.ﬁmd




Bf~ et for the Company’s
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THE SECURITIES EXCHANGE ACT OF 198 (FEE REQUIRED)
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THE SECURITIES EXCHANGE ACT OF 198 (NO FEE REQUIRED)
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Indicate by check mark if disclosure of delinquent filers pursuaat to Item 405 of Regulation S-K s
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Regulators/Regulations (contimed)

MDPU

NHPUC

NRC

MPA
Price-Anderson Act
PURPA

RIDEM

Seabrook Unit 1
Seabrook hit 2

GLOSSARY OF DEFINED T¥RMS (Cont'd)

Massachusetts Department of Public
Utilities

New Hampshire Public Ucility Comission

Nuclear Pegvlatorv Cormission

Nuclear Waste Policy Act

The Price-Anderson Act, as amended by the
Price-Anderson Amendments Act of 1988

Public Utility Regulatory Policies Act
of 1978

Rhode Island Department of Environmental
Management

Rhode 1sland Division of Public Utilities
and Carriers

Rhode Island Public Utilities Commissiom

Securities and Exchange Commission

Allowance f r Funds Used During
Construction

Officially Appointed Bondholders Committee
Representing Holders nf EUA Power's
Series B and Series C Secured Note.

British Thermal Unit

Electric and Magnetic Fields

Independent Power Producer

Kilowatthour

Megawatt

New England Power Pool

Polychlerinated Biohenyls

(ualifying cogeneration and small power

rion facilities pursuant to PURPA

Seabrook Nuclear Power Project

EUA Power's 17-1/2% Series B and Series C
Secured Notes due May 15, 1993 and
November 15, 1992, respectively

Seabrook Nuclear Power Project generating
Unit No, 1

Seabrook NMuclear Power Project generating
hit No. 2

(v)



- T —— R e P — ——_— A e e e e i e

PART 1

Item 1, BUSINESS
General

The Registrant, Eastern Utilities Associates, is a Massachusetts volunt "y
association organized and existing under a Declaration of Trust dated April 2,
1928, as amended, and is a registered holding company under the 1935 Act, EUA
owns directly all of the shares of commorn stock of three operatirg retail
electric utility companies: Rlackstone, Eastern Edison and Newport. Blacwstone
ope.ates in northern Rhode Island, Fastern Edison cperates in southeastern
Massachusetts, and rt operates in south coastal Rhode Island. Fastem
Edison owns all of the permanent securities of Montaup, a generation and
transmission company, which supplies electricity to Eastem Edism, co
Blackstone, to Newport and to two unaffiliared utilities for resale. EUA also
owns directly all of the shares of cammon stock of EUA Service, which provides
various accounting, financial, engineering, plamming, data processing and other
services to all EUA System campanies including the Retail Subsidiaries,
Montaup, EUA fngenex, EUA Energy and EUA Ocean State. EUA Cogenex is an energy
servi- weneration company. EUA Energy was organized to invest in
COgel. a.. . anu small power production facilities and in research relating to
energy or energy conservation, EUA Ocean State owns a 29.97 interest in OSP's
two 255 MW gas-fired generating units., The holding campany system of EUA, the
Retail Subsidiaries, Montaup, EUA Se.vice, EUA Power, EUA Cogerex, EUA Ener
and EUA Ocean State is referred to as the EUA System, For the three vears 1989
through 1991, electric utility operations accounted for approximately 961 of
total operating revenues.

EUA also owns all of the comon stock of EUA Power, a New Hampshire
corporation whose principal asset is its 12.11 ownership interest in the
Seabrook Muclear Genmerating Station located in Seabrook, New Harpshire. On
February 28, 1991, EUA Power filed a volunrary petition in the United States
Bankruptey Court for the District of New Hampshire for protection under Chapter
11 of the Federa® B-nkng:tcy Code . Effective December 31, 1990, EUA
decorsolidated EUA Power for financial reporting purposes (see EUA Power
Corporation below).

The EUA Svstem supplies retail electric service in 33 cities and towns in
southeastern Massachusetts and Rhode Island. The largest communities served
are the cities of Prockton and Fall River, Massachusetts. The retail electric
service territory covers Tproximntely 595 square miles and has an estimated
population of approximately 726,000. On December 31, 1991, EUA System
companies served approximately 269,000 retail customers.

About 431 of the net generating capacity of the EUA System (excluding EUA
Power's 12.1% ownership interest in Seabrook Uait 1) comes from a combination
of the following sources: (i) wholly-owned EUA System generating plants,

ly Montaup's 224 MW Scxaerset facility located in Somerset, Massachu-
setts; (ii) Montzup's net entitlement of 76 MW fram the 584 MW Canal No, 2
unit, which is located in Sandwich, Massachusetts and is 501 owned by Montaup:
and, (iii) entitlements fram units in which Montaup or Newport have partial
ownership interests (by joint ownership through tenancy-in-common or by stock
ownership) in which Montaup's or Newport's share is 4.5 or less, The remaining






agreement are based on an allocated share of a New England capacity requirement
which is determined for each period on the basis of certain regional
reliability criteria. Because of its participation in NFPOOL, the EUA System's
operating revenues and costs are affected to some extent by the cperations of
other members.

As of December 31, 1991, the EUA Svstem had 1,363 regular emplovees.
Relations with emplovees are considered to be satisfactory. Labor bargaining
unit contracts covering certain employees of Fasterm Edison in the Fall River
area, of Newport and of Montaup expire in Jume 1993, September 1993 and March
1996, respectively.

Construction and Energy Related Investments

The EUA System's construction expenditures (including AFUDC of approx-
imately $2.5 million and excluding EUA Power) for the year ended December 31,
1991 were approximately $54.2 millionm,

Plammed construction expenditures (excluding EUA Power) for 1992, 1993 and
1994, as set forth below, are estimated to total $145.5 million (including
AFUDC of approximately $5.3 million and estimated envirormental expenditures
and nuclear fuel costs where applicable).

EUA SYSTEM CONSTRUCTION PROGRAM
(Mhousands of DoLlars)

1942 1993 1994 3-Yr. Total
Gereration S 9,054 & 5,998 s 7,982 $ 23,03
Transmission 2,584 2,744 2,141 7,469
Distribution 16,415 15,788 16,195 Ag ) 393
General 2,850 2,943 3,025 81
Total Utility ok S 2 v S 15 = S - o
EUA Cogenex 11,461 22,652 23,652 57,765

Investments in energy related facilities in 1991, primarily these of EUA
Ocean State and EUA (b?m, anounted to approximately $45.7 million. Energy
related investments of EUA enex for the vears 1992 through 1994 are
estimated to be $34.5 million, $20.0 million and $19.0 million, respectively.
FUA Ocean State does not anticipate any significant investments over such

period.
EUA Power's estimated cash construction expenditures (including nuclear

fuel of S11.4 million) for the period 1992 to 1994 totalling approximately
$18.8 million are excluded from the table above.

Fuel for Generation

For 1991, the EUA System's sources of energy, by fuel tvpe, were as
follows: 317 muclear, 277 oil, 217 ccal, 171 gas and 41 other. During 1991,
Montaup had an average inventory of 89,208 tons of coal for its steam
generating units at the Somerset station, the equivalent of 63 days’ supply
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{based on average daily output at 801 capacity factor for the coal units (see
Item 2. PROPERTIES -- Power Supply)). The cost of coal averaged about S548.11
per ton in 1991 which is equIvaEent to oil at 511.66 per barrel. Montaup has
entered into a coal supply contract which will provide 1001 of its requirements
through mid-1992 and is currently investigating coal supply options beyond that
point. Since the commercement of ccal-bum at its Somerset units in
mid-1983, Montaup's average irventory of fuel oil has been reduced.

Canal Electric Company, on behalf of itself, Montaup and others has con-
tracts with a supplier for up to 1001 of the fuel-cil requirements of Canal
Unit Nos. 1 and 2 for the period ending June 30, 1993. The contract permits
limited purchases of fuel oil in the spot market.

Montaup's costs of fossil and nuclear fuels for the years 1989 through
1991, together with the weighted average cost of all fuels, are set forth below:

Mills per kwh
589 1930 T
Nuclear . . . « « + « « & 7.6 8.3 8.7
OOL o n e e e & # 0.1 21,2 21.4
Y . Vel heary wox e 9 24.7 26.3 18.9
R e T 30.6 16.2
All fuels . . . . « . . . . 18.8 18.4 15.7

*Provided less than 12 of system requirements prior to 1990.

The rate schedules of Montaup and the Retail Subsidiaries are designed to
pass on to customers the increases and decreases in fuel costs and the cost of
purchased power, subject to review and approval by appropriate regulatory
authorities (see Rates below).

The owners (or lead participants) of the nuclear uaits in which the EUA
System has an interest have made, or expect to make, various arrangements for
the acquisition of uranium concentrate, the conversion, enrichment, fabrication
and utilization of rwclear fuel and the disposition of that fuel after use.
The owners and lead participants of United States nuclear units have entered
into contracts with the United States Department of Energy (DOE) for disposal
of spent nuclear fuel in accordance with the NWPA. This act requires (subject
to various contingencies) that the federal goverrment design, license,
construct and operate a permanent repository for high level radioactive wastes
and spent nuclear fuel and establish prescribed fees for the disposal of such
wastes and fuel. Objections on envirormental and other grounds have been
asserted against proposals for storage as well as disposal of spent nuclear
fuel. The DOE anticipates that a permanent disposal site for spent fuel will
be ready to accept fuel for storage or disposal om or before 2010. Montaup
owns a 4.017 interest in Millstone Unit 3 and a 2.97 interest in Seabrook Unit
1 and EUA Power owns a 12.11 interest in Seabrook Unit 1. Millstome Unit 3 has
sufficient on-site storage facilities to accommodate high-level wastes and
spent fuel for the projected life of the unit. No additional storage
expenditures are projected for the foreseeable furure. At the Seabrook Project
there is on-site storage capacity which, with minimal capital expenditures,
should be sufficient for twentv years or until the year 2010. No near-term



capi;al expenditures are anticipated to deal with ary increase in storage
requirements after 2010.

Nuclear Power Issues

General:

Muclear generating facilities, including those in service in which Montaup
participates, as shown in the table under Item 2. PROPERTIES -- Power Supply,
are subject to extensive regulation by the NRC. The NRC is ampowered to
authorize the riting, construction and operation of nuclear reactors after
consideration of public health, safety, envirormwntal and anti-trust matters
(see Yankee Atomic below).

The NRC has promulgated numerous requirements affecting safety systems,
fire protection, emergency response plamning and notificatic~ systems, and
other aspects of nuclear plant comstruction, equipment and operation. Some of
the nuclear units in which the EUA Systerm has an ir 'erest have made
modifications to comply with these requirements. Montaup has been affected, to
the extent of its proportionate share, by the costs of such mndifications to
units in which it has an interest.

Nucle. - units in the United States have been subject tn widespread
eriticism and opposition. Some nuclear proiects have been cancelled following
substantial construction delavs and cost overmums as the result of licensing
problems, umanticipated construction defects and other difficulties. Various
groups have by litigation, legislation and participation in administrative
proceedings t to prohibit the completion and operation of nuclear units
and the disposal of nuclear waste. In the event of cancellation or shutdown of
any unit, NRC regulations require that it be campletely decontaminated of any
residual radicactivity. The cost of such decommissioning, depending on the
circumstances, could substantiallv exceed the owners' investment at the time of
cancellation.

The continuing puclic controversy concerning nuclear power cowld also
affect the operating units in which the EUA System has ar interest. While
management cannot predict the ultimate effect of such controversy, it is
possible that it could result in the premature shutdown «f one or more of the
units (see Yankee Atomic below).

The Price-Anderson Act provides, among other things, that the liability
for damages resulting from a nuclear incident would not exceed an amount which
at present is about $7.6 billion, Under the Price-Anderson Act, prior to
operation of a ruclear reactor, the licensee is required to insure against this
exposure by purchasing the maximum amoumt of liability insurance available from
private sources (currently $200,000,000) and to maintain the insurance
available under a mandatory industry-wide retrospective rating program. Should
an individual licensee's liability for an incident exceed $200,000,000, the
difference between such liability and the overall maximum liabilliy, currently
about $7.6 billion, will be made up by the retrospective rating program. Under
such a program, each owner of an operating nuclear facility may be assessed a
retrospective premium of up to a limit of $66,200,000 (which shall be adjusted
for inflation at least every five years) for each reactor owned in the event of
any one nuclear incident occurring at any reactor in the United States, with
provision for payment of such assessment to be made over time as necessar, to
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limit the pawent in any one year to no more than $10,000,000 per reactor
owned. With respect to operating nuclear facilities of which it is a part
owner or from which it contracts (on terms reflecting such liabilirty) to
purchase power, Montaup and EUA Power would each be obligated to pav their
proportionate share of any such assessment.

Joint owners of nuclear projects are also subject to the risk tha. mne of
their number mav be unable or urwilling to finance its share of the pruject's
costs, thus jeopardizing continuation of the preoject. On February 78, 1991,
FUA Power, a 12.131 owner of the Seabrook Project, filed for protection under
Chepter 11 of the Federal Bankruptcy Code. (See EUA Power Corporarion below
for further discussion), On May 6, 1991, New Hampshire Llectric Cooperative,
Inc., a 2.2% owner of the Seabrook Project, ammounced that it had filed for
Chapter 1l bankruptcy protection., A reorganization plan, filed by the New
Hampshire Electric Cooperative with the tey Court in September, 1991 and
revised on Janvary 14, 1992 was approved by the Bankruptcy Court in March 1992
and awaits the approval of the NHPUC, EUA camot predict the outcome or
effects of these bankruptcy proceedings.

Decommissioning:

Each of the three operating nuclear generating companies in which Montaup
has an equity ownership ‘nterest (see Item 2., PROPERTIES -- Power Supply) has
developed its estimate ui the cost of deccrmissioning its unit and has received
the approval of FERC to include charges for the estimated costs of decommis-
sioning its unit in the cost of emergy which it sells. From time tu time,
these companies re-estimate the cost of decommissioning and apply to FERC for
increased rates in response to increased decummissioning costs. Maine Yankee
has filed a decommissioning financing plan under a Maine statute which requires
the establishment of a decammissioning trust fund. That statute also provides
that if the trust has insufficient fimds to Jecommission the plant, the
licensee (Maine Yankee) is responsible for the deficiency and, if the licensee
is unable to provide the entire amount, the "owners" of the licensee are
jointly and severally responsible for the remainder. The definition of "owner”
under the statute includes Mon and may include companies affiliated with
Montaup. The applicability and effect of this statute cammot be determined at
this time. Montaup would seek to recover through its rates any payments that
might be required.

Yankee Atamic:

Yankee Atomic armounced on February 26, 1992 that Yankee Atomic will
permanentlv cease power operation of the Yankee MNuclear Power Station in Rowe,
Massachusetts and will prepare for an orderly decommissioning of the facility.
Yarkee Atomic cited ecomomics and regulatory uncertainty as the key factors in
the decision to close the generating plant eight years prior to the expiration
of its operating license. Yankee Atomic had cperaied the plant successfully
for more than 30 years.

Montaup has a 7.8 MW entitlement from the plant and has a 4.51 equity
ownership in Yankee Atomic with a book value of approximately 31.0 million at
Decamber 31, 1991. The plant shutdown should not 1egatively impact earnings of
EUA because Montaup expects to recover its invesument in addition to on=going
costs, including decormissioning, through rates.
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Seabrook nit | Licensing:

The last of the Seabraok Uit 1 licensing issues, an appeal to the NRC of
a decision of the Atamic Safety and Licensing Board finding that adequate
provision had been made for sheliterirg persons who might be on the beach at the
time of an incident, was still pending at December 31, 1991, FUA believes the
operating license will not be permanently adversely affected and that Seabrook
Unit 1 will continue to be licensed to operate at full power,

Seabrook Unit 2:

Montaup also has 2.97 ownership interest in Seabrook lhit 2. On November
6, 1986, the ‘oint owners of the Seabrook Project, recognizing that Seabrook
it 2 had been cancelled in 1984, voted to dispose of Seabrock Imit 2. Plans
regarditg disposition of Seabrook Unit 2 are now under consideration, but have
not been finalized and approved. Montaup is unable, therefore, to estimate the
costs for which it would be respomsible in conmnection with the disposition of
Seabrook Unit 2. Monthly charges are required to be paid by Montaup with
respect to Seabrook Unit 2 in order to preserve and protect its camponents anc
various warranties. Montaup is currently recovering its investment in Seabrook
thit 2 under a FERC approved rate case settlement. At Necember 31, 1991,
Montaup's unamortized investment in Seabrook Unit 2 was $2.5 milliom,

FUA Power Corporation

Backgroumd:

EUA Power was organized solely for the purpose of acquiring its 12.1%
wnership interest in the Seabrook Project located in Seabrook, New Harpshire
and selling in the wholesale market its share of the electricity generated by
Seabrook Umit 1. On August 19, 1990, Seabrook Unit 1 commenced commercial
operation. At December 31, 1991, EUA Power's net investment in Seabrook Unit 1,
including rmuclear fuel and after the provision for the estimated loss on its
Seabrook Unit 1 investment, was approximately $330.1 millionm.

On February 28, 1991, EUA Power filed a voluntary petition in the
Bankruptcy Court for protection under Chapter 11 of the Federal Bankruptcy Code
because the cash generated by the short-term sale of electricity from its
entitlement in Seabrook Unit 1 was insufficient to pay interest on its
outstanding Secured Notes when interest became due on May 15, 1991 and the

ts for sign long-term power sales contracts prior to that date were
minimal. Subsequently, wrote-off its entire investment in EUA Power and
established certain reserves for contingencies relating to FUA Power. EUA also
deconsolidated EUA Power for financial reporting pnposes effective Decermber
31, 1990. EUA Power is now operating its business as a debtor-in-possession
wmder protection of the Bankruptcy Court and will endeaver to develop or
a plan of norﬁ.ution which would be acceptable to all parties
(although mrnagement of Power cammot predict the timing or likelihood of
developing such a plan). On July 2, 1991, the Bankruptcy Court terminated F1A
Power's exclusivity period with respect to filinz a plan of reorganization.
The Bondholders Committee has indicated that it may file a plan of
reorganization which would convert the Secured Notes into all, or substantially
all, of the equity of EUA Power. EUA carmot predict whether such a plan, if
filed, would be confirmed by the Bankruptcy Court.
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While orerating as a debtor-in-possessicn, EUA Power intends to continue
its marketing efforts which have consisted of both direct negotiations with
utilities and participation in utility sponsored supplv bidding processes.
However, the economic conditions in the Norsheast, the availability of
competing long-term power supplies and bidding requirements for power contracts
being implemented bv various state utility commissions, are adversely aftecting
EUA Power's ahility to enter into long-term power sales comfracts.
Consequentlv, EUA Power is unable - predict when, if ever, it will be able to
obtain a long-term power sales contract.

FUA Power currently has outstanding $279,597,200 of Secured Netes which
are collareralized by its 12,17 ~wnership interest in Seabrook Units 1 and 2.
No interest has been paid o~ the Secured Notes since November 15, 1990, EUA
Power also has <utstanding 180,000 Contingent Interest Certifi:atee (CICs)
evidencing the right to receive additional payments contingent upon and
measured by EUA Power's income in certain years follmwing the commercial
operation of Seabrook Unit 1, Such Secured Notes and CICs are sclely the
obligation of EUA Power and are not guaranteed by EUA or any other persom.

On December 13, 1991, $21,000,000 of Solid Waste Disposal Facility Revenue
Bonds, issued by the Industrial Development Authority of the State of New
Eampshi~~ on behalf of EUA Power, were subject to a mandatory redamption.
Under t .. terms of a guarantee, issued by EUA in favor of the bank pursuant to
a lerter of credit and reirbursemmt agreement supporting the issuance of the
bonds, EUA paid approximately S$I ,000,000 to the bank which issued the letter
of credit.

EUA Power has no employees. Since EUA Power's orgarization, EUA Service
has provided, or arranged for, various management and professional services.
In February 1992, the Bankruptcy Court authorized EUA Power to enter into a
1992 service contract with EUA Service which provides LA Power with various
management and professional services. Tie 1992 service contract may be
terminated bv either party on 30 days notice,

On May 30, 1991 the Bondholders Committee filed a preference suit against
EUA. See Item 3. LEGAL PROCEEDINGS -~ Other Proceedings.

In June 1991 New Harpshire imposed a MNuclear Station Property Tax
applicable only to the Seabrook Project. EUA Power and the other Seabrook
Joint Owners believe that the tax is constitutionally invalid. In October 1991
the Attorneys General of Comnecticut, Massachusetts ana Rhode Island petitioned
the United States Supreme Court in an original jurisdiction case for a deter-
mination of the legality of the tax, and in Ja~uary 1992 the Supreme Court
agreed to take the case. EUA Power's 1991 asse.sment was approximately S1.4
million. In September 1991, EUA Power paid approximately 501 of that amount
and, subsequentlv, refused to pay an additional installment which became due on
December 15, 1991, In Februarv 1992, the New Hampshire Attormey Ceneral
informed EUA Power that the New Hampshire Department of Revenue Administration
would commence litigation against EUA Power in the Bankruptcy Court to collect
the tax if EUA Power did not pay the overdue installment by March 9, 1992. EUA
Power did not make such payments and does not intend to make any future
installments until *he legality of the tax is determined.
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EUA Power Liquidity:

EUA Power intends, with the approval of the Bankruptey Court and to the
extent its cash flow permits, to continue making pavments o: its obligations
under the Seabrook Joint (wnership Agreement (JOA). EUA Power is required
under the JCA to pay its share of Seabrook (nit 1 and Seabrook Unit 2
expenditures including, without limitation, operations and maintenance
expenses, construction and Twviear fuel expenditi es and decommissioning costs,
regardless of the level of Seabrook Unit 1's operations. Under ‘certain
ciroumstances, a failure by FUA Power tu make its monthly pawments under the
JOA couid adversely affect its entitlement in Sesbrook Unit 1, Because of
current market conditions EUA Power's short-term power sales have been made at
prices below cash costs.

On August 29, 1991 the Bankruptcy Court signed a Stipulation and Consent
Order with respect to debtor-in-possession financing (DIP Firmancing) to be
provided by certain joint cwners of Seabrook for the benefit of EUS Power, The
DIP Financing was entered into by EUA Power, Connecticut Light ard Power

y and United Tlluminating (the Participating Joint Owners), and the
Bondholders Cormittee. The DIP Financing has been approved by the NHPUC and
the SEC under the 1935 Act.

Under the terms of the DIP Financing, the Participating Joint Owmers have
agreed to make monthly sdvances to the Seabrook Project disbursing agent for
the benefit of EUA Power in an aggregate amount not to exceed 515,000,000
outstanding at any ome time to cover EUA Power's share of certain Seabrrok
Project related expenses, as needed, to the extent such expenses are not
covered by EUA Power's revenues from energy or capacity sales.

The advances will bear interest at the prime rate of the First National
Bank of Boston plus 71 and are repayable in full in August 1992, subject to
extension., The DIP Financing provides a priority Jien on all of EUA Power's
assets for the benefit of the Participating Joint Owners over substantially all
other claims against EUA Power including those of the Series B and Series C
secured Noteholders. The DIP Financing further provides, that in the event of
default on repayment of the principal or interest on the monthly advances, the
Participating Joint Owners mav purchase EUA Power 's Seabrock Project interest
for 751 of the lesser of fair market value or book value, and may apply all or
part of amounts owed under the DIP Financing against the purchase price.

As of March 20, 1992, EUA Power's outstanding unpaid debt was $9.4 million
under the DIP Financing. At current prices EUA Power's revenues from the sale
of electricity are below its cash requirement. If this trend continues,
short-term power sales will not provide sufficiunt revenues to repay advances
on the maturity date. In its filir%mwith the SEC in comnection with the DIP
Financing, EUA Power indicated that ds for repayment of the advances may be
provided from all or any of the following: (i) revenues derived from future
sales of capacity or emergy to the extent such revemues exceed then current
monthly costs; (ii) proceeds from the liquidation or sale of the assets of EUA
Pover pursuant tu an order from the Rankruptcy Court; (iii) subject to the
appropriate regulatory approvals, further debtor-in-possession [inancing; and,
(iv) pursuant to a plan or reorganization approved by the Fankruptcy Court.
From time to time, EUA Power has reduced the advances with furds generated fram
sales of its Seabrook entitlement.
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EUA Power camnot predict whether it will be zhle tn enter into comtracts
for the sale of its share of Seabrook Unit 1 capacity or energy prior to the
moturity date, i at all, at prices to cover its cash costs and provide for
repayment of advances or whether altermative debtor-in-possession financing can
be arvanged to repay advances tmder the DIP Financing.

Seabrook Unit 2:

EUA Power also has a 12,17 ownership intervst in Seabrook Uhit 2. On
November 6, 1986, the joint owners of Seabronk Project, recognizing that
Seabrook Unit 2 had been cancslied in 1984, voted to dispose of Seabrook Umit
2. Plans regarding dispositiocn of Seabrovk Unit 2 are now under consideration,
but have not been finalized and approved. FUA Power is unable, therefore, to
estimate the costs for which it would be responsible in comnection with the
disposition of Seabrook Unit 2. Monthly charges are required to be paid by EUA
Power with respect to Seabrook Unit 2 in order to preserve and protect its
components and various werranties.

Decommi «ioning Fund:

The agreements of purchase and sale under which EUA Power purchased its
Seabrook interest, required EUA Power to establish a fund of £10 million to
secure pavment of part of its share of decommissioning costs of Seabrook Unit
1. Under an agreement entered into among EUA Power, a bank and the other joint
owners of Seabrook, one method of securing release of the find was for EUA to
issue a written guarantee of EUA Power's decommission costs. In May 1990,
EUA guaranteed this obligation and obtained a letter of credit supporting the
guarantee, and the entire fund was released to FUA Power. EUA has not provided
a reserve for this guarantee because management believes that it is unlikely
that such amounts will ever be paid.

Public Urility Regulation

Eastern Edison and Momtaup are subject to regulation by the MDPU with
respect to the issuance of securities, the form of accounts, and in the case of
Eastern Edison, rates to be charged, services to be provided and other
matters. Blackstone and Newport are subject to regulation in mumerous respects
by the RIPUC and the RIDPUC, including matters pertaining to financing, sales
and transfers of utility properties, accounting, rates ar service. EUA Power
is subject to regulation by the NHPUC in many respects including the issuance
of securities, contracts with affiliates, forms of accounts, transfers of
utility properties and other matters but excluding the rates charged for sales
of electricity at wiolesale. In addition, by reason of its ownership of
fractional interests in certain facilities located in other states, Montaup is
subject to limited regulation in those states.

QFs, including those in which EUA Cogenex may have an interest, must
satisfv the regulatory requirements of PURPA and are exempt from most state and
federal laws regulating power generation. IPPs, inclu OSP in which EUA
Ocean State has a 29.91 ownership interest, do not benefit from the PUFPA
exemptions and may be subject to FERC regulation under the Fedearal Power Act as
well as various other {ederal, stare and local regulations.

The EUA System is subject to the jurisdiction of the SEC under the 1935
Act by virtue of which the SEC has certain powers of regulation, including
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jurisdiction over the issuance of securities, changes in rthe terms of
outstanding securities, acquisition or sale of securities or utility assets or
other interests in any business, intercompany loans and other intercampany
transactions, payment of dividends under certain circumstances, and related
matters. Eastern Edison, insofar as it may be deemed to be a holding company
under the 1935 Act by reason of its ownership of securities of Montaup, has
been exempted from registering as a holding compeny by camplying with the
applicable rules thereunder.

See Rates with respect to regulation of rates charged tc customers, See
&wirmﬂ%tim. See F\xeefufor Generation with respect to the disposal
of spent nuclear fuel. See Envirommental Regulation of Nuclear Plants and see
Nuclear Power Issues with respect to regulation of nuclear fac Itles by the
NRC.™ See also National Energy Policy.

The Retail Subsidiaries, Montaup, and EUA Puwwer are also sub - . to the
jurisdiction of FERC nder Parts II and IIT of the Federal Power act. That
jurisdiction includes, among other things, rates for sales for resale, intercon-
nection of certain facilities, accounts, service, and property records.

Rates

Rates charged by Montaup (which sells power only for resale) are subject
to the jurisdiction of FERC. The rates for services rerdered by the Retail
Subsidiaries for the most part are subject to approval by and are on file with
the MDPU in the case of Eastern Edison and with the RIPUC in the case of
Blackstone and Mewport. For the twelve months ended December 31, 1991, 681 of
FUA's consolidated revenues were subject to the jurisdiction of FERC, 121 to
that of the MDPU and 151 to that of the RIPUC. OSP is also subject to the
jurisdiction of the FERC. Both OSP unite are fully subscribea and all OSP Unit
1 contracts have previously been approved by FERC. OSP Unit 2 is bill its
wholesale customers at filed rates on a subject to refund basis pending final
FERC approval. EUA Power's rates are also subject to the jurisdiction of FERC.
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law ‘udge issued an order to separate the M-12 request into twn phases. Phase
I was ro address all cost of service issues other thar Seabrook Unit 1 prudency
concerns, and Phase 11 would address the Seabrook Unit | prudency issues. On

ust 19, 1990, commercial operation of Seabrook Unit 1 was declared and the
M-12 rate was made effective, subject to refund. On October 22, 1990, Montaup
filed a settlement agreement with FERC with respect to Phase I, reducing the
original filed rate bv $500,000. The Phase I settlement agreement was approved
by the FERC on Januarv 23, 1991.

On December 6, 1991, the FERC administrative law judge presiding over
Phase II of Montaup's M-12 rate case proceeding issued an initial decision
finding that Montaup had beer. prudent in its oversight of fts Seabrook Unit @
investment with respect to emergency plamning and recommended no prudency
disallowance. Exceptions to the initial decision have heen filed by the
intervening parties. A final decision with respect to Phase 11 is expected to
be issued by FERC in 1992. Montaup is recovering its investment in Seabrook
Unit 1 through rates, subject to refund.

On December 3, 1991, FERC approved a settlement agreement between Montaup
and the intervenors in Montaup's March 1991 wholesale rate increase request
(M-13). Montaup had filed for an annual increase of $10.5 million and FERC
allowed implementation of the new rate cormencing May 7, 191 subiect to refund
, final adjudication. The approved settlement agreement called for an
armual increase of $8.1 million. Montaup refunded the difference collec.ad to
its wholesale electric utility customers in December 199! billings.

After the acquisirion of Newport, Montaup and Newport had instituted a
90/10 allocation of the energy savings which the two companies realize through
their treatment as a single entity in NEPOOL in recognirion of the difference
in the size of each company. On December 20, 1991, after discussions with the
staff of FERC and in campliance with their position, Montaup and Newport filed
with FERC an application to have a proposed 50/50 allocation of their energy
savings roved. Protests and motions to intervene opposing the filing and
seeking :pgarger allocation of the savings to Montaup were filed with the FERC
in Januarv 1992 by the MDPU, the Attorney General of Massachusetts and
Montaup's non-affiliated customers. FERC has not yet acted upon the filing.
If FERC approves the 50/50 allocation method, the savings realized, estimated
at $1.4 million through December 1991, will be shi ted to Newport, and
Montaup's customers will ultimately bear the cost of that shift,

Massachusetts Proceedings:

On December 30, 1988, the MDPU issued its order in response to an
511,876,000 rate increase r st of Eastern Edison. The $7,500,000 rate
relief granted represented 65?“& Eastern Edison's initial rate request filed
in Jume of 1988 and based on a 1987 test year. The new rates filed in
compliance with the order became effective for sales subsequent to January 13,
1982,

In authorizing the increase, the MDPU accepted a settlement proposal
offered jointly by rastern Edison and the Massachusetts Attorney General, the
sole intervenor. The settlement stipulated the total revenue requirement while
disclaiming any comment on the merits of specific adjustments underlying the
total increase requested. The settlement also specified the depreciation rate
and the comon equity comorny .t of AFUDC. The composite rate for the
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depreciation calculation is now 4,072, up slightly fram the 4.051 previously
authorized. Solely for the purpose of calculating AFUDC, the common equity
return component is set at 12,51. Eastern Edison's last allowed returm on
common equity was 15.257 established in a 1984 MDPU order.

Phode Island Proceedings:

On November 17, 1989, Rlackstone filed a request with the RIPUC f- - an
amual increase in reverwes of 84,912,000, The RIPUC issued its order on June
4, 1990 anting rate relief of §3,600,000 armually, which was 731 of
Blackstone's initial rate reguest., In authorizing the increase, the RIPUC
accepted a conditional offer of settlement offered jointly by Blackstone and
the RIDPUC. The settlement stipulated the total revenue requirement without
comment on the merits of any issue underlying the total increase requested.
The settlement did specify a common equity return of 12,41, implementation of
revised rates on June 1, 1990, acceptance of the Company's depreciation study
as reasonable, and a filing requireent tc be made within ninety davs afrer
Rlackstone refinanced its 14-1/41 Series A First Mortgage Bonds. Also
Blackstone agreed to various requests for information to be supplied to the
RIPUC and the RIDPUC and to a 421 minimum equity ratio by December 31, 1990,
Rlackstone refinanced its 14-1/47 debt in November 1990 and made the required
filing with the RIPC in February 1991. This filing had no impact upon the
settled revenue increasc. In addition, at December 31, 1990, Blackstone's
common equity ratio exceeded the minimum required by the settlement.

On June 17, 1991, Blackstone filed with the RIPUC a request for increased
annual revenues of approximately $6 million or 5.01. Subsequently, Blackstone
reduced this request to $5.1 million or 4.:1. On March 16, 1992 the RIPUC
issued its order granting Blackstone rate relief of $3.0 million or 58 percent
of the requested amount, The order included an allowed retum on common equity
of 11.34%.

On December 27, 1991 Newport filed an application with the RIPUC for a
total rate increase of $7.3 million, to take effect in two steps. FPhase I
would increase anmal reverwes bv $6.1 million and is related to increases in
Newport's cost of service and a decline in kwh sales.

In Phase II, Newport proposed to increase rates by an additional $1.2
million, to take effect in Jamuary 1993, when Newport is required to adopt
Financiai Accwntinﬁ Standards Board's Statement of Financial Accoumting
Stmndards No. 106, "Employer's Accounting for Post-retirement Benefits Other
than Pensions." A ruling from the RIPUC oa 's rate case is not
anticipated until September 1992 unless Newport is able to reach an earlier
negotiated settlement with intervenors.

Envirormental Regulation

General :

The Retail Subsidiaries, Montaup and EUA Power and other companies owning
generating units from which power is obtained are subject, like other electric
utilities, to standards administered by federal, state and local authorities
with respect to the siting of facilities and associated envirormental factors.
QFs and IPPs in which the EUA System may have an interest are also subject to
envirormental and land use regulations at the federal, state and local levels.




The EPA, and certain state and local authorities, have jurisdiction over
releases of pollutants, contaminants and hazardous substances inte the
environment and have broad authority in comnection therewith including the
abiiit_v to require installation of polluticn control devices and remedial
actions,

Both federal and Massachusetts legislation require consideration of
reports evaluating envirommental impact as a prerequisite to the grarting of
various permits and licenses, with a view to minimizing such impact. Federal
and Massachusetts air quality regulations also require thar plans (including
procedures for operation and maintenance) for comstruction or modification of
fossil fuel generating facil‘ties receive prior approval from the DEP, In
addition, in Massachusetts, certain electric genera~ion and transmission
facilities on which construction commercec after April 1976 will be permitted
to be built only if they are consistent with a lorg-range forecast filed by the
utility concermed and approved by the Massachusetts Energy Facilities Siting
Concil. In Rhode Island, siting, construction and modification of major
electric genmerating facilities must be approved by the Rhode Island Energy
Facility Siting Board and the Rhode Island Coastal Resource Management Council.

Montaup, its affiliates and non-affiliates with which it has power supply
arrangements are also subject, like other electric utilities, to regulation
with regard to zoning, land use and similar controls by various state and local

authorities.

Under their continuing jurisdiction, the FPA and state and local
authorities may, after appropriate proceedings, require modification of
generating facilities for which comstruction permits or operating licenses
have already been issued, or impose new conditions on such permits or licenses,
and may require that the operation of a generating unit cease or that its level
of operation be temporarily or permanently reduced.

Other activities of the EUA System from time to time are subject to the
jurisdiction of various other loc , state and federal regulatory agencies. It
is not possible to predict with certainty what effects the above described
statutes and regulations will have on the EUA System. The Retail Subsidiaries
and Montaup expect that campliance with applicable envirormental regulations
will require additional capital expenditures by them during 1992. Such
expenditures are not expected to be significant.

Some of the genmerating facilities in which the EUA System campanies have
an interest, and are required to pay a share of the costs, have encoumtered and
may in the future encounter problems under governmental regulations,
particularly those relating to nuclear facilities or to protection of the
envirorment. Such problems mav result in increases in capital costs and
operating costs which may be substantial, in delays or cancellation of
construction of plamned facilities, or in modification or termination of
operations of existing faciliries.

A number of scientific studies in the past several vears have examined the
possibility of health effects from EMF (hat are tound everywhere there is
electricity. While some of the studies have indicated some association between
exposure to FMF and health effects, manv of the studies have indicated no
direct sesociation. In addition, the research to date has not conclusively
established a direct causal relationship between EMF exposure and huma
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Under the !lassachusetts Water Manapement Act, the DEP is recponsible frr
pramulgating regulations relating to water usage and conservation.

Most of the generating units from which Montaup obtains power operate
under permits which limit their efflvent discharges into water and which
require monitoring and, in same instances, biological studies of the impact of
the discharges. Such permits are issued for a period of not more than five
vears, at the expiration of which renewal must be sought,

Air Regulation:

The EPA has established clean air standards for certain pollutants,
including standards limiting emissions from coal-fired and oil-fired
generators. Congress passed amendments to the Clean Air Act in 1990 which
created new regulatory programs and generally updated and strengthened air
pollution control laws, These amendments will expand the regulatorv role of
the EPA regarding emissions from electric gererating facilities. Title IV of
the Clean Air Act amendrenrts establishes a two-phased utility power plant
pollution control program to reduce emissions of sulfur dioxide and oxides of
nitrogen. FUA Systam gemerating facilities will most probably be first
affected in 1995, when EPA regulations will take effect for facilities owned by
the FUA System.

In Massachusetts and Rhode Island, various requirements of the Clean Air
Act amendments are implemented and enforced by the state agencies under
delegated authority from the EPA. In Rhode Island, the RTDEM has established
clesn aiy standards for certain no -criteria pollutants for which no federal
standards have been promulgated.

The DEP recently issued regulations pursuant to the Massachusetts Acid
Deposition Act of 1985. These reguiations esteblish a statewide cap or sulfur
dioxide emissions and require Montaup's facilities to meet an annual average
emission rate of 1.2]1 pounds of sulfur dioxide per million BTU of fuel input by
the end of 1994, Montaup is essentially required to meet this sulfur dioxide
standard by the year 2000 as a result of Title IV of the Clean Air Act
amendments; the major effect of the DEP regulations therefore is to require
compliance six vears earlier. The DEP alsc has authority for negotiating with
representatives of other states and Canadian provinces regarding region. .
programs for the reduction of acid rain. As required bv the regulations,
Montaup submitted its plan dctaili.n%;m it would meet the sulfur dioxide
standard by substituting lower sulfur fuels and utiliziig emissions rrading.

Montaup alread burns coal with low sulfur content at irs Somerset
station. Tests of even lower-sulfur coal at Montaup's Somerse- station
indicate it will be able to utilize lower sulfur coal than is already being
burmed to meet the 1995 air standards with only a minimal capital investment.

Title T of the Clean Air Act amendments addresses czone non-attairment.
Oxides of nitrogen are one of the precursors of ozone formation. The
amendments required the formation of the Northeast Ozome Transport Commission
which has jurisdiction from Virginia to Maine, including Massachusetts and
Rhode Island. This commission may recommend more st—ngent nitrogen oxide

emission controls than mandated under Title IV che Clean Air Act

amendments. At this time, EUA and Mortaup anticipat aterial lipact from

the air toxics provisions. EUA and Montaup intenc contimue to mmitor
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National Energy Policy

National energy legislation, dealing with coal conversion, gas

lation, conservation, energy taxes, nm-utility generation and
utility rate ur tion became effective in 1978, One portim of this
legislation, PURPA, is designed to affect state regulatory policies, expand the
souices of power generation available to utilities, and bring about extensive
changes in rate structures, pricing and cost methodology. Generic hearings on
these and related subjects have been held before the ! and the RIPUC, and
various requirements have been instituted or changed.

Comencing with the late 1980's, FERC i{ssued a series of ¢ y specific
opinions and proposed regulatioms addressing electric util!ty industry
structure and pricing. These decisions addressed such matters as market based
pricing for existing power plants owned by utilities, competitive hidding
arrengements as a means of allocating power sales contracts, and opportumity
cost pricing for transmission services.

In 1991, President Bush proposed a National Energv Strategy. legislation
pend in Congress includes proposed revisionse to muclear nower plant
I;ri;m g under the Atomic Energy Act and holding campany regulation imder the
l ktl

sed regulations and legislation, as well as cases at FERC thac may
establish new generation and transmission pricing approaches, may impact the
business of the EUA System. It is not possible to predict fully wvhat further
effects s in legislation or regulatory poclicies, and repvlations which
have been mav be adopted to implement such changes, will have on the EUA
System, including rates and fuel supply.

Item 2. PROPERTIFS

Power Supply

Pursuant to EUA's acquisition of Newport, as of April 1, 1990, Newport's
two solely-owned diesel n';;utm units, Jepson in Jamestown, Rhode Island and
Eldred in Portsmouth, Island, began suppl the EUA System with B M4
and 8,25 MW, respectively. With the exception of se two peakua generating
units and Montaup's two jet fuel turbine genmerating units referred to in the
table below, which are also praking units, Montaup's solely-owned generati
units have not been increa since 1959, Montaup's Somerset Units 5 and
were converted from oil to coal in 1983. EUA System has found it
more econamical to join with other utilities in the joint ownership of large
generat units in long-term purchase contracts, and to supplement these
sources with short-term purchases as required. FUA believes that spreading the
EUA tem's sources of electricity among a mumber of plants should improve the
reliability of its power supply and limit the financial exposure associated

with a prolonged generating unit outage.

: Izn addition to its participation in the gemerating units described L?ddﬁ:"
tem 2 - Properties, Montaup has negotiated a purchased ruwer rontract wit
Aquidneck Power Limited Partrership for 85 MW of capacity. the proposed
facility will be a peaking power unit burming No. 2 fuel oil.
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Montaup is recovering through rates approximately $13 million awmually for
its conservation and 1 management (CALM) programs, CAL4 {s designed to (1)
decrease existing energy demand and (ii) offset future load m through
conservation incentives thercby minimizing future need for capital
investment in generating facilities.

o The peak EUA System demand experienced to date was 878.6 MW on July 19,
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Montaup's participation in generating units of which it {s not the sole
owner takes varirus forme including stock ownership, joint ownership and
purchase contracts, In mpst cases (other than short-term purchased power
¢onti acts) the purchaser is required to pav {ts share (i.e., the saw
percer "age as the percentage of their entitlement to the ocutput) of all of the
costs o the generating unit (whether or not the generating unit is operating)
including fixed costs, operating costs, costs of additional construction or
modificatii», costs associated with condemation, shutdown, retirement, oOr
decommission'ng of the unit, and certain iransmission charges. See Note K of
Notes to Consolidated Financial Statements contained in the istrant's Annual
ReYort to Shareholders for the vear ended December 31, 1991, (Fxhibit 13-1
filed herewith) concermning Montaup's rantee of its pro rata shave of a
certain obligation of Maine Yankee. r its contracts with Maine Yankee,
Comnecticut Yankee Atomic Power Campany, Vermont Yankee MNuclear Power
Corporation, and Yankee Atamic and, uider its agreaments relating to Phase 11
of the intercommection with Hydro-Quebec, Montaup may be called upon to provide
additional capital and/or other types of direct or indirect financial support.

Other Property

The EUA Svstam owns approximately 5,100 miles of ‘*ransmission and
distribution lines and approximately 110 substat’ons located in the cities and
towrs served,

In addition to the above, the Retail Subsidiaries, Montaup, and EUA
Serv.ce also own several build which house distribution, maintenance or
ral office rsormel. See Note H of Notes t. Consolidated Financial
‘tatements conta in the istrant's Ammual Report to Shareholders for the

vear ended Decamber 31, 1991, (Exhibit 13-1 filed herewith) regarding
encumbrances .

Item 3. 1EGAL PROCEEDINGS

Rate Proceeding

See descriptions of proceedings under Item 1, BUSINESS -- Rates.

See descriptions of the Chapter 1 filirg of EUA Power under Item 1,

BUSINESS -- and -~ EUA Power Corporationm.

1. In March 1985, Blackstone was notified by the DEQE, which is now the

DEP, that it had been identified, along with other ies, as a potentially
responsible party under Massachusetts law for a condition of soil and ground
water contamination in Lowell, Massachusetts. The site in question was
occupied bv a scrap metal reclamation facility which received transformers and
other electrical equipment from utility companies and others from the early
1960s until 1984, Among the contaminants apparently released at the site were
PCBs. The potentially responsible parties (PRPs), including Blackstone,
rformed site studies and proposed a remedial action nglm. which was approved
the DEOF several years ago. Since that time, the s have negotiated over
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sccess, taxes and similar issues with the site owner and other parties, The
remedial option selected but not yet completed is 4 process of solidification,
however, a risk assessment that may now be required could lead the PRPs to
choose capping as the remwdial option, The cost of implementing either remedv
(which is less than the total costs for parties associated with the site) could
vary fram $600,000 for solidification to $250,000 for capping. Blackstone is
alleged to be the fifth ranked generstor out of approximately twenty
potentially responsible parties., However, Blackstone's estimated 21 share
allocation is considerably less than the shares of the four largest
eontributors at the site. As a result, Blackstone expects to be offered a
deminimus party buyout settlement from the major members of the site PRPs in
the near future.

2. Blackstone wes notified bv a letter dated November 21, 1986 from the
DEQE (now the DEP), that the DEP ha? reason to believe that earlier in this
century Blackstone arranged for the disposal of hazardous materials consisting
of coal tar oaterials containing a form of cyanide and other substances at two
sites in Attleboro, Massachusetts, The description of the materials indicates
that such disposal, if arrarged by Blackstone, occurred before Blackstone
transferred its gas business to another coepany in 1961, T™he DEP's
indernification issues between Elackstone and this other conpany have not vet
been resolved. The DEP's letter citer Magsachusetts statutory law imposing
joint and several liability, without fault, for actions resulting in releases
of hazardous materials. Blackstone also received a letter dated November 15,
1986, from the office of the Attormey Genmeral of Massachusetts, with respect to
the same matters, stating that Massachusetts had incurred costs of approx-
imately $2,164,000 in commection with assessment and removal actions at one of
the two sites and that further assessment at both sites was proceeding. Wirh

d to the first site, Massachusetts has instituted legal proceedings in the
United States District Court in Boston against Blackstcme and other parties
seek reimbursement for past and futuce costs associated with this site.
Extensive discovery has been conducted. Until recently, pending before the
Court were the parties' cross-motions for summary judgement on the issue of
whether the substance removed fram the site was hazardous pursuant to CERCLA.
At a hearing on November 20, 1991, the Court denied Blackstome's motion for
sumary judgment and gnnted Massachusetts' motion finding the substance to be
within the CERCLA definition of 'hazardous.' The case is now mrving into
additional phases that will address issues of notice and due process,
administrative recorde, and the reasonableness and consistency of cleanup costs
incurred by Massachusetts, On February 14, 1992, Blackstome filed 2 Motion for
Reconsideration of the Court's opinion grant the Conmorneealth's Motion for
Partial Summary Judgement. While liability, Blackstone entered into an
Administrative Consent Order with the in 1987 concerning the second site
under which Rlackstone has performed assessments of the site in order to
determine what remediation, if anv, is necessary. Phase 11 testing results
were submitted by Blackstone to the DEP for review and approval several vears
ago, but Blackstone has never received a response or DEP authorization to
proceed with further studies or remedial actions.

3. Blackstone received a letter dated October 28, 1986 from the RIDEM
stating that there may have been a release of hazardous material at a former
coal gasification facility in Pawtucket, Rhode Island, now owned in part by
Blackstone, which had been found to contain cyanide contaminated waste
materials as well as a large amount of petroleum-contaminated soil due to tanks
formerly located at the site. Blackstome, stating that it had not assuined any
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liubility, had a fence erected and has contracted for an assessment of the
site, Rlackstone has been requested by Valley Gas Campany (Valley) to
indemify Va)lev against liabilities resulting from *his site; Rlackstone has
not vet responded to Vallev's request., Rlackstone has undertaken same removal
of materials from the site during 1990, under RIDEM approval and sutervision,
The RIDEM {nitiated a site investigation at this facility in 1991 which
constitutes the second step in a site screening and assessment process
established by EPA. The results of the site investigation will determine
whether the site is a candidate for the Hazard Ranking System,

4. In 1987, Blackstone cleaned vp a PCB spill which cccurred approximately
18 years age and was discovered in 1986 st the Davies Vocational School in
Lincoln, Rhoce Island., The Company is negotiating post-closure care at the
site and has entered into a consent agreement with the RIDEM,

§, Montaup and EUA Service have received a Notice of Responsibility on
July 27, 1987 from the DEP for suspected hazardous material at a site owned by
Montaup on Hortonville Road in Swansea, Massachusetts, EUA Service has
contracted for ard received an envirormental site assessment for the property
identify the previous property owner as the parvy likely responsible tor the
deposit of suspected hazardous waste materials on the site. This assessment
has been sutmitted to the DEP, identifying the previous property owner.

6. Blackst/me received a notice fran the EPA dated July 29, 1988, stating
that Blackstore is potentially liable for the alleged disposal of hazardous
waste on a hazardous waste site in North Smithfield, Island. The EPA has
conducted a remedial investigation and a feasibility study for this site and is
seeking participetion in clean-up activities. Blackstome is attempting to
det whether there is any basis for the liability claimed by the EFPA.
Individually and es a member of a of approximately eighty PRPs,
Blackstone has conducted negotiationi with the EPA concerning settlement and
concerning the need to grant access and use rights over land owned by
8lackstone that is adjacent to the waste site, In September 1990, however, the
FPA served a2 number of parties (not including Blackstone) with unilateral
administrative orders to compel such parties to carry out remedial activities
at the site, Separate settlement negotiations among Blackstome, the EPA and
the parties that are subject to the administrative orders resulted in a
settlement agreement between PRlackstone and certain major generators of
materials at the site, effective as of March 1, 1991, The parties (not
including the EPA) have indemified Blackstone against liabilities and actions
associated with the site in return for a settlement payment and Blackstone's
xwtmmwmmmunmnmtmdaccaumtw land

jacent to the site to facilitate site remediation. Negotiations between
Blackstone and those parties over certain terms of the easement and access

agreement are continuing.

7. In February 1988, Rlackstone was notified by the RIDEM that it was the
apparent owner of property located in Lincoln, Rhode Island, which property was
on the EPA's list of potential hazardous waste sites. In October 1990,
Blackstone petitioned the RIDEM to have this property delisted. Testing has
showr that Blackstone's parcel is not contaminated, nor is Blackstone
responsible for any other parcel within the site. FEPA notified Blackstone on
June 25, 1991 that Blackstone's parcel was ome of eleven that would not be
delisted due to lack of information about the site. Blackstone believes that

24



——

the parcel will be del’«ted in the ini*ial phase of the site assegement
process.

8. During MarcheApril 1990, Easstern Fdison conducted a limited
envirommental investigatim (Phase 1 study) of a portion of lts Dupont
Substation in Brockton, MA. During the investigation, Fastem Edison notified
the DEP that it had encountered oils and PCBs, On May 3, 1990, the DEF
notified Eastern Edison of its liability for releases of oil and/or hazardous
materials at the site, and requested a copy of the Phase [ study. Following
its review of the Phase I study on January 23, 1991, the DEP {ssued a Notice of
Responsibility to Eastern Edisor requiring a4 Phase 11 - Caprehensive Site
Investigatior, On February 12, 1991, Fasterm Edison notiffed DEP that it will
perform the Phase 11 and continue to work with the DEP at this site, A scope
of work for the Phase 11 study was submitted on April 17, 1991, FEasterm Edison
will proceed once the DEP approves the scope of work,

9, Blackstone received a letter dated Mav 25, 1990 from the RIDEM
requiring site assessment and remediation activities relative to gasolire
contamination ericountered at Blackstome's Operations Center (n Lincoln, Rhode
1eland. Gasoline contanination was encounteéred during an underground storage
tank removal and replacement project, Frwvirormental assessments have been
copleted and subritted to the RIDEM, A remedial svatem was  des . gned,
permitted and put in service in July 1991.

Blackstone, Eastern Edism, Montaup and EUA Service are unable to predict
the outcome of any of the forepoirg envirommental matters or to estinite the
potential costs which may vultimately result, It is the policy of these
companies in such cases to provide notice to liability insurers and to make
claims, but with respect to the foregoing matters it is not poseible at this
time to predict whether liability, if any, will be assumed by, or can be
enforced inst, the insurance carrier, Under CERCIA, each responsible party
can be held "jointly and severally" liable for clean-up costs. EUA or a
subsidiary could thus be held fully liable for enviromnmental damages for which
they were only partially responsible, However, EUA might then be entitled to
recover costs fram other PRPs.

As of December 31, 1991 the EUA System has incurred costs of approximately
$2,100,000 in commection with the foregoing envirommental matters and estimates
that additional expenditures may be incurred through 1993 up to $4,300,000, Of
these amounts, ximately 51,900,000 of incurred costs to date and
approximately $3,600,000 of the estimated future costs relate to Blackstome.

As a general matter, the EUA System will seek to recover costs relating to
envirormental proceedings in their rates, although there is no assurance that
they will be authorized to recover any particular cost.  Blackstone 1is
currently recovering in rates certain of the incurred costs over a five-year
period. Montaup is currently recovering certain of the incurred coets in its
rates. Estimated amounts after 1993 are not now determinable since site
studies which are the basis of these estimates have not been canpleted. As a
result of the recoverability in current rates, EUA believes that the impact of
ultimate envirommental costs are not material to the FUA Svstem or to any
individual subsidiary and has not recorded a liability for those amoumts.
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dhareholder Proceedings

On Jarnuary 22, 1991, an owrer of 200 EUA commom shares filed a class
action suit on beh lf of certain FUA shareholders in Superior Court of The
Cormorwealth of Massachusetts (Superior Court) naming EUA and certain current
and forrer Trustees of EUA as defendants, The suit alleged that EUA issued
maierially misleading statemeni. and rmisrepresentations about the financial
status and prospects of FUA Power and their impact on the financial status and
prospesta of EUA, thereby fraudulently inducing certain FUA shareholders to
purchase cormon shares at prices in excess of their fair value, The plaintiff
srught carpensatory damages, costs and expenses, including reasonable
attormevs' fees, and other relief. On September 9, 1991, the parties signed a
sott lement agreement, On November 14, 1991, the Superior Court signed a
fudgerent, which was entered on January 14, 1992: ({) approving the settlement
as fair, reasorable and adequate and directing the parties to consumate the
settlement according to the terms of the settlement agreement and (ii)

| dismissing the action in its entirety on the merits and with prejudice and

| barring and perménently enjoini each merber of the plaintiff class froaw
prosecuting agairst any of the defendants any claims or causes of action which
merbers of the plaintiff class had, have or might in the future have against
any and all of the deferdants arising out of or relat in any way to (a) the
caplaint filed in the action or (b) the purchuse or sale of EUA common shares
during the period March 1, 1987 thr Jaruary 23, 1991, inclusive. The
settlement agreement yrovides that the plaintiff class includes all persons who
purchased common shares of EUA, including through EUA's Dividend Reinvestment
and Common Share Purchase Plan, during (i) the period March 1, 1987 throu
Februarvy 15, 1990, inclusive, and did not sell all of those shares until, if
ever, after February 15, 1990, and/or (ii) the period February 16, 1990 through
Jarnwary 23, 1991, inclusive. The settlement agreement provides further that

after the judgement s by the Superior Court is no longer subject to
veview, EUA shall pay $2.75 million plus accrued simple interest at an amnual
rate of 6,257 from r 14, 1991 into 2 settlement fund,

On Noverber 19, 1991, a former shareholder of approximately 540,000 common
shares filed a motion with the Superior Court request exclusion from the
rlaintiff class in the class action suit which had been filed in the SuYerior
Court on Jamuary 22, 1991 by an owner of 200 common shares., The motion alleged
that the shareholder dil not receive notice in time for it to exclude itself
fram the plaintif{f class by the exclusion deadline of November 14, 1991, On
December 23, 1991, the shareholder filed a notc;:\d motion wfit:hhdn Supcrimé
Court requesting the Superior Court *o re-open guestion of the adequacy o
the class notice. EUA has opposed both mptions, To date, the Superior Court
has not ruled on either motion.

On February 11, 1992 that same former shareholder filed a suit against EUA
and three officers of EUA in the Federal District Court for Massachusetts,
alleging fraudulent and negligent nisrepresentation and violations of Rule
IOng under the Securities Exchange Act in commection with statements made
regard the business ts for EUA Power and the portion of EUA's commm
share dividends attributable to AFUDC from EUA Power. EUA and the three
officers named in the Federal District Court suit deny all allegations of
liability and all of the claims and contentions alleged by former
shareholder. 1f the Superior Court denies the former shareholder's motions,
EUA believes that the district court lawsuit should be barred by the settlement
of the class action suit which was approved by the Superior Court on November
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| 14, 1991 with judgment entered on Jarwary 14, 1992, A provision of the
| settlement agreement allows EUA to terminate the settlement agreemwnt if more
| than five percent (51) of the eligible shares elect to be excluded from the
class. In the event that the Superior Court were to determine that the notice
to class had been inadequate, it is not clear what impact such a determination
: would have on the settlement agreament,

1f the settlement agreement becomes final it should not negatively impact
| earnings subsequent to June 30, 1991 because of a reserve of §1,500,000 (after
| tax) established by EUA in the second quarter of 1991 and contributions fram
- insurince proceeds. EUA and the thirteen former and present Trustees of EUA
named in the class action lawsuit, have denied and continue to deny all
allegations of liability and all of the claims wnd contentions alleged by the
plaintiffs in the lawsuit, but considered it desirable that prolonged and
costly litigation be avoided and that the lawsuit be settled and dianissed with

prejudice.

EUA and the officers of EUA named in the district court lawsuit deny all
allegations of liability ard all of the claims and contentions alleged by th
former shareholder in the district court suit, If the former shareholder is

| successful in its motion requesting exclusion fram the plaintiff class, EUA
intends vigorously %o defend the district court ruit.

Other Proceedings

On May 30, 1991, the Bondholders Conmittee, filed a preference suit
Atai.mt EUA in Bankruptcy Court seek to recover $38,452,500 plus interest in
alleged preferential transfers from Power tc EUA. EUA believes that it has
an te defense against such suit, but camnot predict the outcame nor the
effect of this suit or any other action which may be brought against EUA by the

Sondholders Conmittee.

On June 23, 1989, the Internal Reverwe Service (IRS) issued a report in
connection with its examination of the consolidated incame tax return of EUA
for the year 1984, 'The report included a roposed adjustment to disallow
Montaup's Seabrook Unit 2 abandorment loss tion of .27 million claimed
in the return. EUA has been advised by the IRS Regional ..rector of Appeals
that the IRS has reached a settlement on this issue with other affected
taxpayers. The settlement permits an abandorment loss deduction in 1984, as
criginally claimed by EUA, but provides a reduction of the loss for salvage of

roximately $1.0 million which would be allowed as a tax deduction in
:Sguqumt vears, Although there can be no assurance that this settlement will
be applied to EUA, based on preliminary discussions with the IRS, EUA belicves
it will reach a comparable settlement which will not have a material effect on

the financial statements.

m June 30, 1987, the MPPU cammenced a proceeding for the purpose of inves- \
tigating Eastern Edison's power plamning process after rejecting a proposed ,

iR
| Purchased Capacity Adjustment Clause. One of the purposes of this proceeding
is to investigate the of Eastern Edison s all-requirements contract

with Montaup, No procedural dates have been set nor has any other activity
occurred in this docket. EUA cannot predict the cutcome of this matter at this

time.
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On Jamuary 6, 1992, rthe Massachusetts Mmicipal Wholesale Electric
Cooperative and its mamber mmicipalities, all of which are mabers of NEPOOL,
filed a suit in Massachusetts Superior Court against the investor-owned
vtilities that are also members of NEPOOL., The suit alleges damages by
NEPOOL's establistment of minimm size reguirements for generatl units
designated as pool-planned generating umnits., The suit nanes as defendants
members of NEPOOL, inch Blackstone, Fastern Edison, EUA Power, Montaup and

(NEPFOL members of the EUA System), Management camnot predict the
ultimate cutcome of this proceeding at this time,

SEC Review

In January of 1991, the SEC's Division of Corporation Finance conmenced a
review of EUA's Anmual Peport on Form 10-K for the vear ended December 11, 1989
and subsequent Quarterly ts on Form 10«0, FEUA submitted written responses
to all of the inquiries by the Diviaion of Corporation Finance, In May of
1991, EUA was informed by the SEC's Division of Enforcement that it would
conduct an informel review with respect to certain issves addressed by the
Division of Corporation Finance principally relating to the accoumting for the
capitalized tinancing costs related to EUA Power's investrent in Seabrook Unit
1 and the effecr which recording such amounts had on reported eamings for
1990, 1989 and 1988, EUA informed the Division of Enforcement that it would
¢cooperate with the infermal inquiry and in July of 1991 EUA completed its
responses to the Division of Enforcement's initial inquiries. EUA has received
no commmications fram the Division of Enforcement since EUA conpleted its
responses in July, 1991,

EUA cammot predict the outcome of the SEC's review. The SEC could require
that EUA restate its financial statements for 1990, 1989 or 1988, or for any
Tartﬁrlv period during such vyears, FUA contimnves to believe that its
inancial statements have been preparad in accordance with generally accepted
accounting principles and present fairly the financial position and results of
operations of EUA,

Item 4, SURBMISSION OF MATTERS TO A WITE OF SECURITY HOLDERS
Neme |

EXECUTIVE OFFICERS OF THE REGISTRANT

The names, ages and positions of all of the executive officers of EUA as
of March 22, 1992 are listed below along with their business rience during
the past five years., Officers are elected armually by the stees at the
meeting of Trustees next following the amnual meeting of shareholders. There
are no family relationships among these officers, nor any arrangement or
understanding between any officer and any other person pursuant to which the
officer was selected,
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Name, Age and Position business foperience During Past 5 Years

Richard M. bums, % Comptroller since 1976, Assistant Secretary
Comptroller (1) gince 1978, and Assistant Tressurer since

’A_lp;il 1986, Chief Accoumting Officer of

Arthur A, Hatch, 6l Fxecutive Vice President since January 1990;
Executive Vice President (2) President of Fastern Edison from Junme 1986

to December 1989; responsible for power
supply, rate activities, information sys-
tems, stratepic plamning, purchasing men-
agement, engineer and operatione of the
trangndssion and distribution facilities
of the EUA System,

Clifford J. Hebert, Jr., 44 Treasurer sirce April 1986, Responsiple for

Treasurer (3) financial and treasury activities of the
A System,

William F. 0'Comor, 57 Secretary since 1971; responsible for corpo-

Secretary (4) rate affairs and hunan resources activie
ties of the EUA Svetem,

Dor *4 G, Pardus, 51 Chairman since Julvy 1990; Chief Executive

Cha..qan of the Board, Officer since April 1989; President from

Chief Executive Officer Necemter 1985 through June 1990; Chief

and Trustee (5) Operati Of ficer from January 1988 to

{1 1989; Chie{ Financial Officer from
1979 to January 1988; responsible primari-
ly for the overall maragement of the EUA

System,
John R, Stevens, 51 President since July 1990; Chiet Operating
President, Chief Operating Officer since January 1990; Senior Exec-
Officer and Trustee (6) tive Vice President from Januarv 1990 to

July 1990; Executive Vice FPresident fram
June 1987 to Decamber 1989; prior to that
time he was a Vice President of Bostn
Edison Campany for more than five years;
responsible for corporate cammmicatione,
retail operations, new ventures and the
financial affairs of the EUA System,

Ty Vice Fresident, !hmcroller. Assistant Treasurer, Assistant Clerk/Secretary
and Director of Service and EUA Power; Vice President, Assistant

Treasurer and Assistant Clerk/Secretary of Eastern Edison and Blackstone;
Comptroller, Assistant Treasurer and Director of FUA Cogenex; Vice
President, Assistant Treasurer, Assistant Clerk and Director of Montaup
and EUA Energy; Assistant Treasurer of EUA Ocean State; Vice President
and Assistant Treasurer of Newport.

Executive Vice President and Director of Blackstome, Fastern Edison, EUA
Cogerex, EUA Energy, EUA Ocean State, EUA Power, EUA Service, Montaup and

Newport
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(3) Treasurer of HRlackstone, Fastern Edison, EUA Energv, EUA Ocean State,
Montaup, EUA Service and Newport; Treasurer and Assistant Clerk/Secretary
of EUA Cogenex and EUA Power.

(&) Vice President, Clerk, Secretary and Director of EUA Se.vice;
Secretary/Clerk of Rlackstone, Eastem Edison, FEUA Ocean State and
Newport: Clerk and Director of EUA Cogenex, FUA Energy and Montaup
Director and Assistant Secretary of EUA Power.

(%) Chairman and Director of Blackstone, Easterm Edison, EUA Cogenex, EUA
Energv, FUA Ocean State, EUA Power, EUA Service, Montaup and Newport.

(6) Vice Chairman and Director of Blackstone, Eastern F.!lson, EUA enex and
Newport; President and Director of EUA Fnergy, EUA (can State, EUA Power,
Montaup and FUA Service.

Frcept as described below, there have been no events under any bankruptcy
act, no criminal proceedings and no judgements or injunctions materlal to the
evaluation of the ability ard integrity of any director or executive officer
during the past five vears.

On February 28, 199!, EUA Power, filed a voluntary petition with the
Bankruptey Court for protection under Quipter 11 o