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GENERAL MANAGER'S LETTER

For TMLP, 1997 was in fact two years gift-wrapped as one. In the first, we looked back
fondly on what seems now like simpler times. In the second, we took steps to embrace strategies, tech-
nologies and opportunities that were, untif recently, all but unimaginable.

First things first. 1997 marked TMLP's centennial, representing 100 years of achieve-
ment...of community...and of blood, sweat and triumphs. From January to December, we celebrated
in every way we knew how. In June we reached the high point - literallv — w " the presentation of
TMLP’s Laser Light Show on Taunton Green. Twenty thousand £ha ie Green that night,
the largest assemblage since President Harry Truman went through town.

1997 was also a year of transition, a watershed year in the life of TMLP. The twin freight
trains of deregulation and restructuring, on schedule to remake the industry, threw many sectors of the
energy market wide open to competition. In November 1997, we were granted an exemption
from retail restructuring in order to evaluate its ramifications more fully. Ironically, the exemption also
enabled us to “stick our toe” into the deregulated wholesale market, as we joined Energy New England
to buy power more economically. The bottom line: TMLP' status as one of the Commonwealth’s ow-
est cost energy providers is likely to remain unchallenged.

A century ago, all of a utility’s “hard wor " was done by men, horses, and very large pieces
cf equipment. From now on, all heavy lifting will be done technologically. In the new age of energy,
information technology drives the production, transmission and distribution of power. TMLP is proud
to join other utilities on the leading edge of this initiative.

In 1997, the utility completed computerizing plant and external operations, We continued
to install fiberoptic cable throughout the city in support of this technology. We converted lines and
installed new equipment, both to keep pace with growth in East Taunton and Berkley and to ensure
continued economic development in the Myles Standish Industrial Park. And, for the first time, we
were able to offer both commercial and residential customers superior Internet access.

Speaking for the people of TMLP, | venture to say that the future is a bright one for your
utility. We serve great customers and have before us great opportunities. | am certain that we will con-

tinue to meet the demand of the former, and fulfill the promises of the latter

Cheut (.

Joseph M. Blain, General Manager
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Originally built iz 1803,
the Mechanios Lane
Generating Btation.
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Just five yoars after the Oity of
Tauutou purchased the utility from
fifteen private citizens in 1897,
demand for electric service necessi
tated the construction of the West
Water Stroot Generating Station,
completed in 1802, With a capacity
of BO0 kilowatss, the Station gener
ated far more than the original
Elechanics Lane plant - but far less
thau what wonld soon be needed

One key component of restructar
ing allows for power to be bought
and sold through transactions simi
lar %o those that take place on the
stock market

Elager to experience
the wonders of elec
tricity. Piotured
here is first trial
run of electric onrs
in Taunton, 1802,

THE MARKET CHANGES - TMLP RESPONDS

RESTRUCTURING AS
OPPORTUNITY




Originally built in 1882,
the Mochanios Lane
Generating Btation.

188915

Just five years after the City of
Taunnton purchased the utility from
fifteen private citizens in 1897,
demand for electric service necessi
tated the construction of the West
Water Btreet Generating Station,
completed in 1902. With a capacity
of BOO kilowatts, the Btation gener
ated far more than the origin;
Meochanics Lane plant - but far less
than what wonld soon be needed

One key component of restructar
ing' allows for power to be bought
and sold through transactions simi
lar to those that take place on the
stock market

Eager to experience
the wonders of slec
tricity. Piotared
here is first trial
run of vleotric cars
in Taunton, 1892,

THE MAREKF.T CHANGES - TMLP RESPONDS

RESTRUCTURING AS
OPPORTUNITY
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Building 1008, THLP

THE WORLD ACCORDING TO SCADA

A POSSIBLE LOOK AHEAD

Geonsrating Station nears
completion in 1902
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After World War I, expansion
becnme the order of the day to keep
pace with a growing Taunnton
Beginning in 1919, when Governor
Calvin Coolidge siguned a bill estab
lishing the Taunton Municipal
Lighting Plant Oommission, the
plant flourished - adding thousands

of kilowatts and improving sorvice

Bar.y generat
ing and centrel
eyuipment from
Weost Water St

‘° In - Octoher, }nor@ thai a thousand

" people attended TMLF's Open
House at Olea.r‘y Station. From the
'ox_cit;ment of the internet to the,
'pongihilitiés of . solar energy,; "Youx; Utility, Your Future’ gave
the public a preview of the "T.MLI; to come.” In pddition, for'

the first ﬁmc, yowiig amnd old alike had the opportunity to reach
new heights in bucket-truck rides. ' i

~

1929 marked the
50th Auvaiversary
of Bdison's incan
descnni lamy
THMLY sad the
Pazrk Bept. cele
hrated with this
impressive display
on Taunton Green




SERVICE
IMPROVEMENTS
FOR GROWING
NEIGHBORHOODS

The completion of the SCADA
uetwork (Bupervisory Countrol and
Data Acquisition) enables TMLP

to respond to the information

demands placed upon the untility by

the open market

THLP installed "uew”
lights to mark
Taunton's 300th
Anniversary in 1939

THUNTON
1934

>
These construction crews from

1938 are installing TMLP s
undergrounnd duct system




$till enr home h e
today, these are

our Welr B¢,
effices in 1940,

1999z

Taunnton's appetite for electrical
power required sigmificant capacity
enhancements at the West Water
Sureet facility throughout the
1950s. Also during this time, hurri
canes formed a harrowing backdrop
for TMLP and its customers. On
ma -, occasions, dedicated crews
were called upon to repair lines and
restore power.

THMLP bhas made a strong commit

ment towards its commercial Inter
uet access program. Bervice which
hegan on December 16, 1987, has
been met with great enthasiasm

Major resovations
and npgrades took
place througheut
the late 40s and
early 60z at West
Water Btreet.

TMLP AND THE INTERNET

NEPOOI




The 100th ’Bﬁmd.o-.nb.n.ﬁ Committee

took every .o.“o-.nﬂ.ﬁmaﬁ.no revisit

the past, n..n we did_with the Home

Lighting Contest, a ro—wﬁ.ﬂﬂl event
that had not heen heéld since the h@‘..Ou. From literally hundreds of

eutrants, judges selected five residential winners gnd one commercgial

winner, each of whom received 8500 basket full of commemorative

our lobby on Weir Btreet
was alsc n showreom for

modern” slectrical

Throughout the 1950«
appliances.
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Centeninial merchandise.

Orews worked loag hours
i1 days of each other in
Augwst of 1954,
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ACCOMMODATING CUSTOMERS:

FROM THE INSIDE OUT




With applications software
tailored for the Worth American
utility industry, TMLP completed
a comprehensive systoms upgrade
in 1997 which integrated business
and accounting functions

After over 75 years of service, time
had come to replace the West Water
Street Generating Station. In 1962
construction on the new 28,300 kw
Cleary -Flood Generating Btation
began. An additional 110,000 kw
wore added with additional nnite
completed in 1975 and 1076

' SrobAY

Left: Unit 7 enters its now
bome in 1087. At vight,
alter nearly 80 years of

upgrades and improve-
monts, West Waser SBtreet

Generating Stution, 1668,

TMLF IN THE COMMUNITY

Orews from sur
reanding utilities
gatkher at THLP

after Hurricane

Denun, 1960.
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" Undouhtedly the gala p‘\}ellt of

TMLP's Centennial Year was

the Laser Light Show on

Taunton Green. More than
20,0_00 spectators marveled at ti:e aerial creativity of the same -
Ilaser grtutn \vho performed ut EPCOT and the ‘Summer Olym,pxc‘
Games in both Lol Aungeles and Atlanta. This spectacular pvent

held }n June, wxu one that few in attenda.nce will .ever forget.
- *

Left: Reginning construc
tion on the Cleary Flood

Generating Station 1962
At right: construotion fur

Unit ® at Cleary Flood 1973,

Ulenry Ficod Generating
Btation as it appoars teday,
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1997 EMPLOYEE L1STING

Michael Abbott
Antone Almeida, Jr.
James Araujo
Lawrence Arieta
Jeftrey Bagge
Kelly Bagge

Brett Baker

Brian Belanger
John Bisio

Mark Bissonnette
Mark Blackwell, Jr.
Mark Blackwell, Sr.
Joseph M. Blain
Leo Bousquet
Tommie Bruce
Victor Buote
Arthur Cabral
Steven Cantwell
Bing Chan

Fred Chandler
Patricia Chandler
Roberta Chesterfield
Cynthia Clark
Carol Collagan
Margaret Cooke
David Cordeiro
Bruce Correia
Albert Costa
Michael Cote
Steven Cote
Margaret Coulombe
Thomas DeBrum
Russell Demar

Lawrence DeThomas

Wayne Dixon
John Dolan
Lorraine Donahue
Stephen Donovan
Kevin Dooley
Paul Downing
Paul Dumont
John Dubena
Armand Emond
Michael Emond
Joan Faria
Charles Farrell
Joseph Fernandes
Maria Fernandez
Gilenn Ferreira
Ronald Ferreira
David Fink

Craig Foley
Craig Fonseca

Joseph Frates
Ernest Frestz
Douglas Furtado
Paula Gallagher
David Gallego
Thomas Goggin
Antonio Gonsalves
Edward Goulart
Kenneth Goulart
Roland Grandmont
Nicole Grant

John Haggerry
Michael Hagopian
Manuel Hathaway
Timothy Hebert
Michael Horrigan
James Irving
Wallace Jones
Kevin Kiernan
Paulctte Kiagsbury
Stanley Koss Jr.
Robert Krantz
Roderick LaFrance
Michael LarkinJr.
Raymond Leanues
Daniel Lema
Theresa Levesque
Linda Linhares
Robert Linhares

Maureen Lounsbury

Kelly Lozinski
Ronald Lund
William Lyons
Daniel Mahoney
Frank Mastera
George Mastin, Sr.
Charles McCaffrey
Francis McDermott
James McDermont
John McDonough
Diane McGrath
Joseph McKenna
Deborah McMurray
Johr McRae
Robert Medeiros
Ronald Medeiros
David Melanson
Ernest Mello
Paulette Menard
Paul Mercier

Joan Mulcahy
William Nickerson
Joseph Noberini

Adeline Osso
Diane Paiva
Richard Parker
David Percira
Francis Pereira
Manuel Pereira
Joseph Perry
Anthony Pietrzyk
Louis Ponte
Thomas Powers
John Punda
Jennifer Ready
Doris Renand
Steven Rogers
Charlotte Romano
Manuel Rose
Richard Rose
Stephen Rose
Ronald Roy
Doreen Rua
Albert Santos
Greg Santos

Mark Seekell
John F. Semas
John M. Semas
Robert Silva
Katrina Silveira
Cynthia Silvia
Debra Silvia
Gregory Simmons
Rita Smith

Robert Smith
Kathleen Smyth
Scott Souza
Richard Sproul
Nancy Stankiewicz
Kevin Steadman
William Strojny
Ralph Strollo, Jr.
Dana Sullivan
Demse Tavares
Frederick Tompson
Judy Torres

John Valcovic
Joseph Vasconcellos
Richard Velez
Anna May Vieira
Shirfev Vincent
James Warren

R. Scott Whittemore
Thomas Zagorski



Report of Independent Certified Public Accountants

Municipal Light Commuission of the City of Taunton

launton, Massachuserts

We have audited the accompanying balance sheets of the Taunton Municip .

Lighting Plant (a department of the City of Taunton) as of December 31, 1997 and 1996,
and the related statements of carnings, retained carnings and cash flows for the years then
ended. These financial statements are the responsibility of the Plant’s management. Our
responsibility is to express an opinion on these firancial statements based on our audits

We conducted our audits in accordance with generally accepted auditing

standards. Those standards require that we plan and perform the audit to obtain reason-

able assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and dis-
closures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation We believe our audits provide & reasonable
basis for our opinion

As discussed in note H to the financial statements, certain disclosures
required by the Governmental Accounting Standards Board relating to pensions have
been omitted

In our opinion, except ror the omission of certain pension plan disclosures
required by the Governmental Accounting Standards Board, the financial statements
referred to above present fairly, in all material respects, the financial position of the
Taunton Municipal Lighting Plant as of December 31, 1997 and 1996, and the results of
its operations and its cash flows for the years then ended in conformity with generally

accepred accounting principles

Boston, Massachusetts

March 27, 1998 WJQ‘ ':Zﬂ { ( ﬂ

(except for Note G as to which
the date s April 6, 1995)
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Balance SBheets

Assets December 31,

1997

1996

Utility Plant - at Cost
Plant in service
Less accumulated depreciation
Net utility plant in service
Investment 1n Seabrook
Construction work in progress
Total utilivy plant

Depreciation Fund (including certificates of deposit of
$£5.500,000 and $7.670,000 in 1997 and 1996, respectively)

Sick Leave Trust Fund

Other Assets
Investment in Hydro Quebec Project
l)'."l'l‘l't'l' tuel costs
Lightwaves
Other

Current Assets
Cash
Customer dr,‘p«mh
Accounts receivable, less allowance for doubtful accounts
of $878.435 and $832.477 respecty chy
Due from TMLP Returement Trust
Materials and supplies inventory
Prepaid expenses
Total current assets

Retained l’.arnings and Liabilities December 31,

$110,533,880

$107.404,333

68,359 877 64,072,084
42,174,003 43,332,249
2,828,547 2.976.550
2,263,790 1,196,931
47,266,340 47,505,730
12,213,601 11,267,002
4,132,129 3,204 804
299 665 209,665
122,109 338,176
57,804 112,767
§5,515§ 13,119
959,771 057 498
445,892 443,421
4,003,115 4,702,175
550,708 561,624
1,616,240 1,222,347
178,297 204,447
7,774,123 8,091,512
$ 71,921,286 $ 70,922,775
1997 1996

Retained Earnings
Appropriated retained earnings
Loans repayment
Construction repayment

Unappropnated retained earnings
Unrealized (loss) gain on securities held for sale
lTotal retained earnings

Long-Term Debt

Current Liabilities
\ccounts payable
Customer deposits
Current maturities of long-term debt
Accrued habilines
Sick leave
Vacation
Interest
Power
Payroll
Other
Total current hiabihties

Commitments and Contingencies

I'he accompanving notes are an inte L‘l.al part it these statements

$ 19,572,000

$ SI18.587,000

32,434 32,434
19,604,434 TI8,619,434
31,328,354 29,936,201

145,765 (2.90%)
S1,078,553 48,552,730
12,506,801 13.575.155

1,184 819 2.453 866

364,273 433,423
1,065,000 9%5.000
4,025,603 1.683.358

711,966 639,400

465,374 498,207

345,752

102,970 67.657

70,175 33.979

8,335,932 K. 704 %90

$ 71,921,286

$ 70922.775




Statements of Earnings

Years ended December 31,

1997

Operating revenues
Sales of electricity
Commercal and industrial
Residental
Sales for resale
Municipal

Other operating revenues
lotal operating revenues

Operating expenses

Power production

Iransmission and distril ation

Customer accounting

Administrative and general

Depreciation and amortization

Nuclear expense

Write-off of coal plant project
lotal aperating expenses
Earnings from operations

Other expense (income)
Interest expense
Interest income
Other income
Total other expense
Farnings before provision for
payment in lieu of taxes

Provision for payment in lieu of taxes

1996

$24,534,992
16,167,796
4,057,870
1,930,677

————t

46,691,335

271,906

46,963,241

26,597,045
3,697,693
1,356,142
5,083,573
4,598,011

262,791

41,595,255

5,367,986

1,116,745
(360,668)

(119,244)

630,833

4,737,153

$24.473615
16,827,358
2,843,056
2,027,354
46.171.383
3172700

-)(u_ 489,083

26,131.47
\‘IIH,RP\(
1,451,514

4.613.306
4.383.296

195,959
1307 C7, 145
41,187,592

——————
5.301.491

1,188,482
(176.420)
(152.792)

859.270
4.442.221

2 360,000
———— ————

a-)d..h.u--—nnm

N arnings 2.377.153 $ 208222 weshs ol 8
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wical equipmen:. Why non give her the kinh
en-tree houre sho's entitind i happy heum o
\ppropriated Retained Farnings  Unappropriated chare with e rest of the family  Why not?
S
Toan Construction Retained
Years ended December 31, 1997 and 1996 Repayment Repayment Farnings 1eh 5 g
Taunton Municipal Lighting Plant
Balance at December 31, 1995 $17,.677,000 $312 434 $25.763.980
[ranster for bond repayment 910,000 910.000)
Net earnings 2,082,221
: . , , : 19456
Balance at December 31, 1996 18,587,000 32,434 20,936,201
lranster for bond repayment OK5.000 (985 .000)
Net earnings 2,377,153
Balance at December 31, 1997 $19,572,000 $32.434 $31,328,354
ARl A Mg -
I'he accompanying notes are an integral part of these statements 16
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Statements of Cash Flows

Years ended December 31, 1997 1996
Increase (Decrease) in Cash and Cash Equivalents
Cash flows from operating activities:
Net earnings $2,377,153 $ 2,082,221
Adjustments to reconcile net earnings to net cash and
cash equivalents provided by operating activities
Depreciation and amortization 4,598,011 4,383,296
Amortization of bond premium (3,354 (3,354)
Write off of local plant - 1,307,145
Equity in income (losses) of Seabrook investment 185 (68,717)
Change in assets and habilities:
(Increase) in customer deposit funds (22,471) (55,246)
Decrease in accounts receivabie 699,060 (823,287)
Decrease in due from retirement trust 10,916 (37,773)
(Increase) in inventory (393,893) “9,254
Decrease in prepaid expenses 26,050 3Ir476
Decrease in lightwaves 54,963 77,257
(Increase) in other assets (42,396) 157,029
(Decrease) in accounts payable (1,269,047) (52,880)
{Decrease) in deferred tuel or customer credits 216,067 (3.437,415)
(Decrease) in customer dcp«mls (69,150) 13,450
Increase in accrued liabilities 799,239 218,370
Net cash provided by operating activities 6,981,253 4,154,826
Cash flows from investing activities:
Net additions to utility plant (4,358,726) (4,516,357)
Proceeds trom maturing long-term certificates of
deposits - depreciation fund 3,500,000 3,320,000
Investment in long-term certificates of deposit -
depreciation fund (4,000,000) (3,500,000)
Increase in Sick ceave Trust Fund (688,655) (192,939)
Net cash used in investing activities (5,547,381) (4,889,206)
Cash flows from financing activities:
Payment of long-term debt (985,000) (910,000)
Net increase (decrease) in cash and cash
equivalents 448,872 (1,644,470)
Cash and cash equivalents at beginning of year 8,724,500 10,368,970
Cash and cash equivalents at end of year $9,173,372 $ 8,724,500
Cash and cash equivalents at end of year is reflected
on the balance sheets as follows:
Depreciation tund (exclusive of long-term
certificaies of deposit) $8.213.601 $ 7.767.002
Cash 959,771 ‘l‘ 57,498
$9,173,372 $ 8,724,500
Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for interest $1,143,578 § 1,221,411

I'he accompanying notes are an integral part of these statements



Notes to Finrucial Statements

Note A - Summary of Significant Accounting Policies

A summory of Taunton Municipal Lighting Plant’s (the “Plant™) significant accounting policies consis-
tently applied in the prepzration of the accompanying financial statements follows.

L. Nature of Business The Plant is a regulated municipal electric utility located in Taunton,
Massachusetts. The Plant operates as an enterprise fund of the City of Taunton, Massachusetts, and pro-
duces, purchases and distributes electricity to approximately 32,000 customers in the City of Taunton and
the surrounding areas

2. Use of Estimates  The preparaticn of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Estimates relating to the allowance for doubtful accounts and co tingencies (see note () represent the
significant estimates included in the financial statements. Management bases their estimates of these items
on historical experience, specific identification and future expectations

3. Rates  The Plant is under the charge and control of the Municipal Light Plant Commissioners in accor-
dance with Chaprer 164, Section 55 of the General Laws of the Commonwealth of Massachusetts. Flectric
power is both produced and purchased and is distributed to customers within their service area. The rates
charged by the Plant to its customers are filed with the Department of Telecommunications and Energy
(“DTE") (formerly the Massachuserts Department of Pubiic Utilities) and is subject to Chapter 164, Section
58 of the General Laws, which provides that prices shzil be fixed to vield not more than 8% per annum on
the cost of the plant after repayment of operating expenses, interest on outstanding debt and depreciation
The Plant’s resulting net earnings amounted to approximately 3.7% and 3.4% of utility plant in 1997 and
1996, rr spectively.

4. Depreciation  Pursuant to the DTE regulations, depreciation is calculated as a percentage of deprecia-
ble property at January 1. Depreciation is computed at 4% of the cost of depreciable property.

Depreciation Fund cash is used in accordance with state laws for replacements and additions to the utility
plant in service.

5. Pension Plan  Substantially all employees of the Plant are covered by a contributory pension plan
administered by the City of Taunton in conformity with State Retirement Board requirements (see note H).

6. Inventory  Materials and supplies inventory is carried at cost, principally on the average cost method.

7. Sick Leave Trust Fund  The Plant established a Sick Leave Trust Fund (“Trust”) in 1982 for the
financing of future sick leave payments. It is the Plant’s intention that the Trust be funded to the extent of
the Plant’s sick leave Lability and that future sick leave expense will be paid by the Trust once full funding is
achieved. The assets of the Trust are shown in the financial statements to provide a more meaningful pre-
sentation, as the assets of the Trust are for the sole benefit of the Plant

The Plant adopted Statement of Financial Accounting Standards (“SFAS™) No. 115, “Accounting for
Certain Investments in Debt and Equity Securities”. Under SFAS No. 115, debt securities that the Plant has
the positive intent and ability to hold to maturity are classified as held to maturity and reported as amortized
cost; debt and equity securities that are bought and held principally for the purpose of selling in the near
term are classified as trading and reported at fair value, with unrealized gains and 1osses included i earn-
ings; and debt and equity securities not lassified as either held to maturity or trading are classified as avail-
able for sale and reported at fair value, with unrealized gains and losses excluded from earnings and reported
as a separate component of retained earnings. Gains and losses un the sale of securities are recognized at the
ume of sale on a specific identification basis

In addition to money market funds and accrued income, the estimated market values of securities
included in the Sick Leave Trust Fund at December 31, were as follows:

Fstumated
Unrealized  Unrealized Market
C.ost Crains Losses Value

(n Thousands)

Securities available for sale at December 31, 1997

US Treasury obligations (maturmg August 1999 through August 2003)  $ 665 S 4 $! $ A68
US Government agency obligatons
(maturmg September 1998 through February 2004) 235 5 240
Other corporate obligations (maturmg
No 199X through March 200y, 1,821 30 “ 1,845
Common stock and other securtties 9 140 26 4,103
Total secunities availa*le for sale 179 $33 $1.856
Securities available for sale at December 31, 1996
US Treasury obliganons (maturmg May 1997 through August 2023) $1.613 819 sy $1.613
US Government agency obligations
(maturing August 1997 through September 1998) 8% 1 4 185
Orther corporate obligutions (maturmg
May 1996 through March 2000) 1,246 TS Pl 1,246
Total securities available for sale $3.047 24 $27 $1,044
o8l — ct——— LA
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Notes to Finaucial Statements

Net investment income for the Trust of approximately $14%,000 and $203,000 in 1997 and 1996, respec-
tively, is reflected in the statements of earnings as an offset to compensated absence expense, as these funds
we restricted and can only be used for the payment of sick leave benefits. The net expense for sick leave was
approximately $246,000 and $257,000 for the years ended December 31, 1997 and 1996, respectively

8. Deferred Fuel Costs  The Plant’s rates include a Purchased Power Cost Adjustment (PPCA) which
allows an adjustment of rates charged to customers in order to recover all changes in power costs from stipu-
lated base costs. The PPCA provides for a quarterly reconciliation of total power costs billed with the actual
cost of power incurred. Any excess or deficiency in amounts collected as compared to costs incurred is
deferred and either credited or billed to customers over subsequent periods

9. Invescment in Seabrook The Plant’s Investment in Seabrook represents a 0.10034% joint ownership
share. The Plant records annually depreciation computed at 4% of the intial investment in Seabrook. The
Plant’s percentage share of new plant additions are capitalized and their share of operating and maintenance
expenses, and decommissioning expenses (see note ) are charged against earnings

10. Cash Equivalents For purposes of the Statement of Cash Flows, the Plant considers certificates of
deposit with maturities of three months or less to be cash equivalents. At December 31, 1997 and 1996,
Depreciation Fund - Unit 9 principal and interest includes certificates of deposit in the amount of
$4,000,000 and $3,500,000, respectively, were considered long-term

11. Reclassifications Certain amounts in the 1996 financial statements have been reclassified to conform
to the current year presentation

Noie B - Cash and Certificates of Deposit

I'he Plant’s cash is deposited with the City of Taunton Treasurer who commingles it with other City
funds. The City invests the cash and credits the Plant each year with interest earned on the cash deposits

Cash and certificates of deposit deposited with the City of Taunton

consists of the following at December 31, TRHEEN L = S TR T . 1096
Interest bearing pooled tunds including restricted customer

deposits of $364,273 and $443 421, respectively $8,139264 §$4997902)
Ceruficates of deposit with rates of 5.53% - 5.6% maturing

at various dates during 1998 5,500,000 7,670,000

$13639264 5120667021

Cash and certificates of deposit at December 31, is reflected as follows: 1997 1996
Depreciation Fund - capital addinons and replacements $ 5453441 S4579300
Depreciaton Fund - Major overlaul 2,027 318 2027 318
Depreciation Fund - Unit 9 principal and interest 4,004,158 1,931,601
Depreciation Fund - ather TIR 684 72K 684
Cash 959771 957 498
Customer deposit principal and interest fund 465 892 441421

$11.639264 Si266 001

Note C - Investment in Seabrook

The Plant is a 0.10034% joint owner of the Seabrook New Hampshire Unit |

I'he joint owners of Seabrook have established a Decommussioning Fund that is currently held by a
Trustee. The Plant’s share of the estimated decommussioning liability 15 approxumately $415,000 as of Januvary
i, 1995 (the most current valuation date). The Plant is currently contributing, based on a present value for-
mula, $572 per month (increasing to $933 per month in 1997) over 36 years

Note D -

ightwaves

I'he Plant has initiated an energy saving program for commercial and industrial customers known as
Lightwaves. The program entitles the customer to a free energy audit and instailation of energy efficient
equipment. Customers are required to pay a monthly fee for a 60 month period. The fee 1s based upon the
administrative costs related to the program. The related administrative costs are expensed as incurred

Note E - Long-Term Debt

Long term debt is comprised of the following bonds. by ; 1997 1996

Electric Loan Act of 1969

Interest rate 8%, interest payable February | and August |, due serally 1o February 1, 2006 $13.545.000  $14,530,000

Unamortized premium 0).155
4,360,133

Less current maturities 1,065 000 95 000

lotal long term debt $12,506801 $13,575,155

Notes comtimued on next page
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Aggregate maturities of long term debt ar December 31, 1997, are as follows

1998 $ 1,065 000
1999 1.150.000
2000 1,250,000
2001 1,350,000
2002 1,465,000

T'hereatrer 265 000

(U

Note F - Contribution in Lieu of Taxes

'he Plant contributed $2,360,000 in 1997 and 1996 to the City of Taunton in lieu of taxes. All contribu
tions to the City are voted by the Mumeipal Light Commission

Note G - Commitments aad Contingencies

Interconnection Agreement  The City of Taunton, acting by vote of its Municipal Lighting Plant
Commission, entered into an agreement with Montaup Electric Company (“Montaup™), dated July 31
1970, as amended, concerning interconnection of electrical operations, purchase and sale of kilowatt ¢ apac
ity, and construction by Taunton cf a generating unit of approximatcly 110 megawatt capability. Under the
current interconnection agreement, the City agrees to exchange with Montaup Electric Company fifteen
(15) megawatts of Unit No. 9 capacity for ten (10) megawatts of capacity from the Canal No. 2 generating
unit, 30% of which is owned by Montaup. The Plant credited to sales for resale $549,621 and $283.308 of
energy charges billed to Montaup Electric Company in 1997 and 1996, respectively for its share of power
under the interconnection agreement

HydroQuebec Agreement  In 1988, the Plant entered into an agreement with the Massachusetts
Municipal Wholesale Electric Company and other New England Utilities to support the operation of a
transmission line to permit the interchange of electricity between such utilities and Hydro-Quebec Electric
Corporation (Hydro-Quebec). In connection with the agreement, the Plant advanced approximately
$800,000 toward development of the project of which approximately $450,000 was returned after the pro
ject had obtamned financing. In 1991, the Hydro Quebec project was completed. Upon completion of this
project, each participant received stock in the New England Hydro Transmission Flectric € ompany and
I'he New England Hydro Transmission Corporation pre sortional to their advances. The investment is
being accounted for on the cost basis. The stock roceived 1s not readily marketable, but gives the holder
rights to purchase power at a percentage of the fossil fuel rate

During the years ended December 31, 1997 and 1996, the Plant received dividends from the above - -
noted Companies in the amounts of $72,992 and $65,118, respectively T LT pesapspup——"
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1. The Plant purchases power (.5337% of total Maine Yankee Plant output) from Maine Yankee Atomic Wil o vt e o 13 918 o s o s
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Power Company (“Maine Yankee”) pursuant to a Contract that entitles the Plant to a pro rata share of the -

Maine Yankee Plant (the “Maine Plant™) output. On August 6, 1997, the Maine Yankee Board of Directors

officially terminated the Maine Plant. During both 1996 and 1997, the Maine Plant ran only sporadically
During this ime, the Plant paid the expenses for operating the Maine Plant, including capacity charges

I'he Plant, along with twenty-five other public entities (the “Secondary Purchasers™), withheld payments

i e "
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for service, including decommissioning fund charges. It is the position of the Secondary Purchasers that
the voluntary shutdown of the Maine Plant constitutes a material, substantial breach of contract, and ter 1965
minates their Contracts
On November 28, 1997, the Secondary Purchasers filed a Notice invoking the arbitranon provision of
their Contracts. Maine Yankee declined to arbitrate the dispute. On January 16, 1998, the Secondary
Purchasers filed a motion to compel arbitration in the State of Maine Superior Court. On April 6, 1998
the Court denied the Secondary Purchasers motion to compel arbitration at this time
On December 15, 1997, Mamne Yankee filed a Complaint with the Federal Energy Regulatory
Commission (the “FERC™), asking the FERC to compel payments from the Secondary Purchasers. On
January 22, 1998, the Secondary Purchasers filed an Answer to the Complaint requesting that the FER(
dismiss the Complaint, and that FERC order Maine Yankee to proceed with arbitration. As of April 6
1998, the FERC has not addressed the Complaint and all withheld funds may be subject to repayment and
an interest charge
In the opimion of the Plant, the amounts, if any, that it may be required to pay, would not have a mater
al effect on the financial position or the results of operations of the Plant if disposed of unfavorably

2. The Plant is invoived in various legal marters incident to its business, none of which s believed by man

agement to be significant to the financial condition or the results of operations of the Plant

3. The Plant 1s also involved in several proceedings relating to environmental matters. Although it is diffi
cult 1o estimate the hability, if any, of the Plant related to these environmental matters, the Plant beheves
that these matters will not have a matenally adverse effect upon its financial condition or the results of
operations

4. The Plant is involved in the process of refurbishing certain plant facilities. The Plant’s current estimate
of the returbishing is approximately $4.9 million of which approximately $1.4 million has been expended
through Decer ber 31, 1997, Actual costs and expenditures could differ from those estimates

Nutes continued on mext page i9
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Note H - Pension Plans
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