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September 21, 1979

L. S. Rubenstein, Branch Chief
Light Water Reactors, Branch #4
Division of Project Bianagement
United States :Iuclear Regulatory

Commission
Washington, D.C. 20555

Re: Public Service Company of New Rampshire,
Docket Nos. 50 443 and 50 444; Staff-

Request for Additional Financial Informa-
tion dated July 17, 1979

Dear Mr. Rubenstein:

I enclose twenty-five copies of the Final Prospectus
dated September 20, 1979 of Public Service Company of
New Rampshire relating :o its Series 3 General and Re-
funding Mortgage Bonds. The offering was increased to
$60,000,000.

Very t"uly yours,
I *

) ) s

Ir k '

b
Job A. Ritsher

JAR: dis
Enclosures ,/

cc: Attached List
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Copies to:
'

E. Tupper Kinder, EsquireAlan-S. Rosenthal, Chairman As'sistant A crney General
Atocic. Safety and Licensing Environmental ?rotection DivisienAppeal Board Office of the Attorney General
U.S. Nuclear Regulatory Com ission ,208 State House AnnexWashington, D.C. 20555 Concord,. New Hampshire 03301

-

, .

Dr. acnn n. muck Karin P. Snelden, Esquire.. ..
.
'

Atomic Safety and Licensing Shelden ,Har=c,n, Roissan & WeissAppeal Board Suite 200
'

U.S. Nuclear Regulatory Co==ission 1725 I Street, N.W.
Washington, D.C. 20555 ,

Washington, D.C. 20000.

Michael C. Farrar , Esqulre
-

Dr. Ernest O. SaloAtomic Safety and Licensing Professor of Fisheries ResearchAppeal Board InstituteU.S. Nuclear Regulatory Cc mission
Washingten, D.C. 20555 College of Fisheries

University of Washingten
Seattle, Washinsten 98195

Ivan W. Smith, Esquire
Atomic Safety and Licensing * Kenneth A. McCollumDr.3 card Panel
U.S. Nuclear Regulatory Cc :ission 1107 Wes: Knapp Street
Washingten, D.C. 20555 Stillwater, oklahc:a 74074

Robert A. Backus, EsquireJoseph ?. Tubridy, Esquire O'Neill Backus Spielman410.0 Cathedral Avenue, N.W.
Washington, D.C. 20016 116 Lowell Street

Manchester, New Rampshire 0.31C5

Dr. Marvin M. Mann *

Laurie 3urt, EsquireAtomic Safety and Licensing As sis t ant Atterney General
Ecard Fanel Cne Ashburten ? lace

-

U.S. Nuclear Regulatory Cetnission
Washington,. D.C. 20555 Boston, Massachusetts 02103

Lawrence 3renner, Esquire
Cffice of the Executive Legal

Director.

U.S. Nuclear Regulatory Cennission
Washingten, D.C. 20555
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$60,000,000
PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE

GENEItAL AND REFUNDING MOItTGAGE BONDS,
SEltIES B 12% DUE 1999

1
Interest is payable March 15 and September 15, commencing March 15, 1980. The Series B Bonds

are entitled to a mandatory annual sinking fund payment of $4,500,000, payable in cash or Series B
lionds, beginning in 1989 with a redemption price of 100% of the principal amount plus accrued
interest and are also redeemable at the option of the Company at any time, in whole or in part, at the
prices set forth herein, except that prior to September 15,1984, the Series B Bonds are not refundable
at the option of the Company at an interrst cost less than 12.30% per annum. The Company may make
an additional sinking fund payment in any year in an amoint not exceeding the mandatory sinking
fund payment for that year. The Series B Bonds will be issuable only in fully registered form without
coupons and will be transferable without service marge. See " Description of the Bonds"

The Series B Bonds being offered hereby are secured by a mortgage on substantially all of the
Company's properties which is subordinate to the lien of a first mortgage on substantially the same
properties and by a pledge of certain First Mortgage Bonds. At July 31,1979 there was outstanding
4196,724,000 aggregate principal amount of First Mortgage Bonds (exclusive of pledged Fimt
Mortgage Bonds). See " Description of the Bonds" for information with respect to the participation
of hohlem of the Series 11 Bonds in the lien of the first mortgage.

Application will be made to list the Series B Bonds on the New York Stock Exchange. Listing
will be subject to meeting the requirements of the Exchange, including those relating to distribution.

TIIESE SECUllITIES IIAVE NOT BEEN APPROVED OR DISAPPROVED IlY TIIE
SECUBITIES AND EXCIIANGE COMMISSION NOR IIAS TIIE COMMISSION

PASSED UPON TIIE Att'UllACY OR ADEQUACY OF TIIIS PROSPECTUS.
ANY REPHESENTATION TO TIIE CONTB ARY IS A CRDIINAL OFFENSE.

Price to l'nderwriting Discounts Proceedsto
Public(1) and Comminions(2) Company (l)(3)

Per Bond 100.00 % 2.20 % 97.80 %

Total $60,000,000 $1,320,000 $58,680,000

(1) Plus accrued interest, if any, from the date of original issue.
(2) The Company has agreed to indemnify the several Underwritem against certain civil liabilities,

including liabilities under the Securities Act of 1933.
(3) Before deduction of expenses payable by the Company estimated at $144,000.

The Series B Bonds are offered by the several Underwriters when, as and if issued by the Com-
pany and accepted by the Underwriters and subject to their right to reject orders in whole or in part.
It is expected that the Series 11 Bonds will be ready for delivery on or about September 27, 1979.

BLYTII EASTMAN DILLON & CO. KIDDEIt, PEABODY & CO.
I.woneon mn Iscoaron m o

.The date of this Prospectus is September 20,1979.
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IN CONNECTION WITil TIIIS OFFERING, TIIE UNDEltWIIITEllS 31AY OVEH-ALLOT
OR EFFECT TitANSACTIONS WIIICII STAlllLIZE Olt 31AINTAIN TIIE 31AltKET PRICE OF
TIIE IlONDS OFFEltED llEltEllY AT LEVELS AllOVE TIIOSE WIllCil 31IGI'T OTIIElt.
WISE PREVAIL IN TIIE OPEN 3tARKET. SUCII STAlllLIZING, IF CO3131ENCED, 3tAY llE
DISCONTINUED AT ANY TI3lE.

I

AVAILAllLE INFOlt31ATION

Public Service Company of New IIamp , hire (the " Company") is subject to the informa.
tional rectuirements of the Securities Exchange Act of 1931. amt in accorilance therewith files
regx>rts anil otlier information with the Securities aml Exchange Conuni- ion. Information for
the year 19711 ami prior years concerning elirectors aml ofTicers of the Company, remuneration
ami any material interests of such persons in tran-actions witle the Company, i- elisclo-eil in
proxy statements ili,tributeil to sharehohlers of the Cmnpany acil fileil with the Gunmi, ion.
Such reports, proxy statements ami other information can be ii'spected at the oflice of the
Gunmission at Hoom 6101 at 1100 L Street, N.W., Wa-hington, D. C.; Hoom 1100, Federal
Iluilding, 26 Federal Plaza, New York, N.Y.; Suite 1710, Tishman lluilling,10960 Wil-hire
lloulevard, Los Angeles, California; aml Room 12211, Everett 3fcKinley Dirksen lluihling,219
South Dearborn Street, Chicago, Illinois. Copies of such material may also be obtained at
pre-cribed rates from the Public Iteference Section of the Commi- ion at 500 North Capitol
Street, N.W., Washington, D. C. 205 89. Certain of the Company's securities are listed on the
New York Rock Exchange where report , proxy material and other information concerning
the Company nu v also be in pected.

TIIE CO31PANY

The Company was incorporated in New Hampshire in 1926. The mailing mhlress of the Com-
pany is 1000 Elm Street, Post Office Box 330, Manchester, New Hampshire 03103 ami the Company's
telephone number is (603) 669-4000.

The Company is the largest electric utility in New Hampshire. It operates a single integrated
system furnishing electrie service in Manchester, Nashua, Portsmouth, Berlin, Dover, Keene, l,aconia,
Franklin, Rochester, Somersworth and 187 other New Hampshire municipalities, incimling about S39
of the total population of the State. It also sells electricity to other utilities and distributes and
sells electricity in 6 towns in Vermont and 13 towns in Maine. The area served at retail has a popula-
tion of about 74G,000.

The Company is presently experiencing serious difficulties in financing its construction program
and has taken steps to reduce that program. See " Problems Pacing the Company" for information
concerning the proposed reduction in its construction program aml a description of the external finane-
ing required in onler to enable the Company to nmintain its construction program aml continue its
business operations, pemling receipt of regulatory approvals for the proposed reduction. Restrictions
in the t'ompany's First Mortgage Indentmr prevent at this time the issue of any sittnificant amount
of First Mortgage llomis. See "Finaneing - Mortgage Romls"

2
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PItOSPECTUS SU3DIAltY
The follmeing material is qualifi<d in,its < ntirrty by the d< tail <d infornwtion ami the finan-

cial statements and twics ap]naring <la tch<re in this Prosp<ctus. Xcc avecially "Probicms
Facing the Company"

Company Public Service Company of New IIampshire
Ilonds Offered $60,000,000 General and Refunding brtgage Ilonds, Series 11129 due 1999
Sinking Fund $4,500,000 annually, commencing September 15, 1989, to retire

75% of the issue prior to maturity.
Use of Proceeds To retire short-term debt incurred for construction, to

defray construction costs and for other corporate purposes.
Expoeted Closing Date September 27, 1979

Ilonds to be listed New York Stock Exchange

Tile COMi'ANY
llusiness Electrie utility
Energy Sources (12 months ended June 30, 1979) Oil-497c, Co;d -38%,

Nuclear-79 and Ilydro-69

Estimated 1979-1985 Construction Expenditures
(excluding allowance for funds used during constructiwn) $598,300,000*

' Assuming prop <wed reduction of ownership interests in nuclear
plants under construction. See " Problems Facing the Company"

FINANCIAL, INI'OltMATION
(As aunts in tliousand* rsorpt ration)

Twcl y 1;>ntl'" Year ended Deceml>cr 31,

July 31,1979 1978 1977

Operating Revenues $281,135 $260,751 $214,787

Operating income 47,780 48,338 29,174

Net Income 39,497 36,507 21,722
Ratio of Earnings to Fixed Charges- Actual 2.55 2.87 2.38

Pro Forma 1.95 - -

Capitalization and short-term mot as of .luly 31,1979, and as adjusted for the proceeds from the
sale of the Series 11 Ilonds (see " Capitalization"):

l'crcent of
Adju ted

Actnal As Adju ted Capitaliiation

long-Term 1)eht $288,427 $347,107 45.4 9
Preferred Stock 112.622 112,622 14.8

Common Stock Equity 3N.022 304.022 39.S

''! $705.071 $763,751 100.0 9

Short-Term I)ebt $ 72,100 $ 13.420

3

J.. S101 1018 286



PitOHLE31S FACING THE CO31PANY
The Company is presently experiencing serious difficulties in financing its construction program

and in maintaining cash flow adequate to fund this program and the costs of current operations.
If the Company's construction program is not reduced as described below, such program would have
an estimated cost of $1,107,300,000 over the period 1979-1985. The major portion of this program is
tlm Company's present 50% ownership interest in the 2300 31W nuclear plant at Seabrook, New
llampshire; the estimated cost of this interest and related nuclear fuel over the same period is

Iapproximately $749,900,000 (see " Construction Program" and " Financing").
The Company's financing program had been based upon the inclusion in the Company's rate

baso of a portion (approximately 50% on average) of the expenditures for construction work
in pnsgnss ("CWIP") associated with major generating facilities, and in 1978 the Company's request
for such inclusion was granted by the New llampshire Public Utilities Commission ("NIIPUC"). On
3 fay 7,1979, a New IIampshire statute pn>hibiting the inclusion of CWIP in the Company's rate base
became law. By order dated August 29,1979, the NIIPUC excluded CWIP from the Company's rate
base as of 31ay 7,1979, but the NIIPI'C detennined that the Company's rates would remain unchanged
as temporary rates as of 3 lay 7,1979, subject to retroactive adjustment to that date, and ordered an
investigation to establish new rates which would provide a just and reasonable rate of return for the
company. The Company on August 31,1979 fihsl with the NHPUC a new retail tariff providing new
permanent rates designed to generate revenues approximately $18,500,000 (about 8.5%) on an annual
basis above those currently received. This filing has been suspended by the NHPUC pending full
investigation and has been consolidated with the rate investigation initiated by the NHPUC. Pro-
cedural hearings initiating that investigation were held on September 7 and September 17,1979. See
"Husiness - 1(ates - New Hampshire lietail"

/h duction of Construction Prognim. In view of the cash stringency which would result from the
anticipated elimination of CWIP (see Note D to the Statement of Earnings and " Business-Rates-
New Hampshire Retail") and the resultant difficulty of financing the 50% interest in Seabnyok, the
Company decided on IIarch 3,1979 to reduce its ownership interest in the Seabrook plant to 28% by
offering ownership interests aggregating 22% to other utilities. It has also offered to other utilities
its ownership interests in the Pilgrim #2 and 31illstone #3 pn>jects. The Company is negotiating
contracts for the sale of appniximately two-thirds of its interest in 3Iillstone #3 subject to the r ceipt
of necessary regulatory approvals, including that of the Nuclear Regulatory Commission; the Company
did not receive expn ssions of interest in Pilgrim #2. The Company plans to continue its efforts to
dispose of its remaining interests in these two units. If all of these reductions were completed,
they woubl result in an adjusted estimated 1979-1985 construction program for the Company of
$5W,300,000. At the present time, it appear; that the pn> posed reduction of the Company's inter-
est in 'he Seahn.ok plant will be less than 229, and the adjusted 1979-1985 construction program
will ac inlingly inenase. Only a relatively small portion of the proposed reduction in the Com-
pany's const ruction program is attributable to the proposed sale of the Company's interests in
Pilgrim #2 ed 31illstone 33 ($35,000,000 and $34,P;0,000, nspectively, for the period 1979-1985).
See "Const uction Program"

Hy amendment to the Joint Ownership Agreement relating to the Seabrook plant, nine other
New England utilities * have agreed, subject to necessary regulatory and other approvals, to increase

*Their names and inercases in percentages are: 31assachusetts 31unicipal Wholesale Electric Company
("3131 W EC") (13.87446 9 ), New Bedfoni Gas and Edison Light Company ("New Bedfonl")
(2.17390 9 ), Bangor Hydro-Electrie Company (1.80142%),31ontaup Electric Company ("3Iontaup")
(LO9), Central 3faine Power Company (1.0%), Central Vermont Public Service Corporation
(1.0%), Green 31ountain Power Corporation (1.0%), Town of Iludson, Afassachusetts, Light and
Power Department (0.01957%)

and Taunton 31unicipal Lighting Plant Commission h0.130659).1018 874,
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gradually over an Ailjustment Period of about two years their uvnership interests in the Seabrook
plant by pn> rata sharing of costs otherwise attributable to the Company's mvnership interest until
their aggregate investment in Seahn ok will be increased by 229, and ihe Company's investment
reduced to 289, of the total investment of all participants. The amendment to the .loint (hvnership
Agnement will become effective, and the Adjustment Period will begin, only after receipt by the
utilities involved of all rntuired n gulatory and stockholder appnivals. The proceedings on the
approvals are exrwted to be completed by March,1980 but appeals may be filed by interrenors. Until
the Adjustment Perim! begins, the Company must continue to finanec its constructiori pnigram at its
present f>07 ownership inten st in the Seabrook pniject.

Action is n <ptin-d on the 229 reduction by n gulatory agencies in New Hampshire, Massachu-
setts and Vennont, and by the Nuclear Regulatory Commission ("NRG"). All required New Hamp-
shire approvals have been received by onlers of the NHPI'C dated July 27, 1979 and August 10,
1979; the NIIPI'C denied interrenor re<piests for rehearing, and one intervenor has taken an appeal
to tho New Ilampshire Supreme Court. All necessary filings have been made with the NIW, but its
cleannice has not yet been received. No regulatory approvals of tb acquisition by the two Maine
utilities are n <piinal umler Maine law.

Of the uti!ities increasing their interests in th< Seahniok ' dant, MMWEU has agreed to take the
inajor portion of such increase. MMW EC's obligation is sul ject to its obtaining financing for such
inc rease, which financing requires appnival by the Masse. husetts 1)epartment of Pahlic Utilities
("l)PI'7. Such I)PU approval will he sought when MMW EU has obtained power purche.se conunit-
rnents from its constituent city aint town electric departmeats. Those departments are in the process
of considering and voting on such conunitments and there is opposition in some of the conununities.
MMWEC officials have informed the Company that of the 29 electric departments whose commitments
ani heing sought, nineteen have responded affirnmtively, four have declined, and six have not yet
responded. Consequently it appears that the 'otal conunitments will be less than the 13.874469 which
MMW E(' originally agreed to take.

Under Massachusetts law, the inercases of the other two Massachusetts utilities, Montaup and New
lb dfoni, must be appnited by their respective parent companies, as stockhohlers, and by the Company's
stock hohlers, who approved the increases at a meeting hehl on September 6,1979. Approval by
the 1)PU is also n4piinsi; petitions have been filed with the DPU and hearings commenced in
August. This proceeding has been consolidated with two other proceedings relating to transfers of
Seabrook inten sts by other participants. The Massachusetts Attorney General has intervened in these
pniecedings in opposition to the several proposals; in the proceedings relating to other transfers, the
Attorney General has challenged the other Massachusetta utilities' need for the power from the
Sealtrook plant, among other things.

On July 19,1979 the Vennont Public Service Itoanl issued an opinion conditionally approving a
IG acquisition by each of the two Vermont utilities. Central Vennont Public Service Corporation
has indicated that it will not at this time pnwred with its acquisition in view of the Board's conditions,
and, before deciding whether to proceed, Green Mountain Power Corporation is seeking a clarification
of the Hoanfs opinion, which indicated that CWIP woubl not he included in rate base for the purpose
of financing the cost of the Vermont utilities' increased interests in the Seabrook plpl and the entire
risk of the investmtnt shoubt be borne by the utilities'stockhohlers during the construction period.

T>
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Although, based upon the responses rweived to date fn>m its constituent electrie departments,
it appears that 3131WEC will take less than 13.S744G9, and both of the Vermont utilities may decline
to pnweed, the Com3 pay believes that the participants involved will pnibably agree to start the
Adjustment Period, assuming the major portion of the 229 reduction is approved by regulatory lxnlies
and accepted. The Company may seek to sell any balance of the 229 reduction to other utilities.

Immediate Financing Prourum. The Company has a revolving credit agreement with a group of
seven commercial banks under which the Company may bornnv up to $115,000,000 through October
12, 1979 subject to periodic review by the banks. The banks have recently agreed to extend the
maturity date from October 15,1979 to July 1,1980 and availability to June 30,1980. The Company
believes tbt the availability of such credit to June 30,1930 will depend principally upon the success
of the Company's financing program described below, and the timely receipt of the regulatory approvals
required for the conunencement of the Adjustment Period. The same group of commercial banks
have extendM te the Company a $25,000,000 term credit due January 3,1950. The Company has
additional lines of enslit of $5,350,000 with New Ilampshire banks. At September 19,1979, an
aggregate of $105,100,000 was outstanding under such agreement and lines of credit. On the date of
sale of the Series B Bonds offered hereby, the Company's short-tenn bank borrowings are expected to
ho approximately $112,000,000. In order not to utilize fully its existing credits, the Company, with
the concurrence of the parties involved, has deferred temporarily payment of approximately $4,500,0n0
of liabilities, principally to Seabrook contractors.

The Company estimates that,in order to finance its construction program if the Adjustment Period
begins in 3f arch,1980, it must raise approximately $30,000,000 by long-term financing before 3f arch
1,1980 in addition to the pn ceeds fnim the sale of Series 11 Bonds, assuming the extension of the tenn
credit azul the continued availability of such $120,350,000 of short-term bank credit. If the necessary
approvals for the commencement of the Adjustment Period are obtained earlier than 31 arch,19S0, the
Company's financing requirements would be reduced.

In July,1979, the Crapany received advance payments aggregating $10,600,000 from the other
Seabnwik participants against their present ownership interests in the pndect. These advances are
to be credited against amounts payable by such participants after December 31,1979, and are secured
by the Company's interest in nuclear fuel for the Seahn>ok pniject. The Company is negotiating a
nuclear fuel financing of up to $30,000,000, part of the pn>eceds of which will be credited against such
advance payments.

At the present time, the Company is unable to issue any significant amount of First 31ortgage
Bonds and the amount of General and Ilefunding 31ortgage llouds which the Company can issue is
also limited to the oxtent described under " Financing - 3tortgage Bonds"

Adverse developments in rate proceedings could reduce the availability of external financing,
including the availability of short-term bank credit. See " Business- Rates - New IIampshire Retail"

ransojuince of Failure to Obtain Rajuind alpprorals or Financing. There can be no assur-
ance that the required approvals for the proposed reduction in the Company's interest in the Sea-
brook pn> ject will be obtained or that the Company or other Seabniok participants can obtain
financing in the necessary amounts or in a timely manner. Wreover, if substantially less than the
22r; reduction is taken up by other utilities, the Company's ability to obtain necessay financing might
he adversely affected. Timely approvals and financing are essential to enable the Company to maintain
its construction program and continue its business operations.
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INDUSTitY PI(OllLEMS

The Company has experience <l atal nmy in the future exlu rience in varying <legrees a number of
problems generally common to the electrie utility in.lustry. These problems incimle obtaining mle-
quate atal timely rate increases, uncertainties caused by incirasing political involvement in utility
regulation, financing large construction progratus during an inflationary periml, obtaining su$cient,

capital on reasonable tertus, compliance with environmental regulations, high costs of fossil fuel, delays
in licensing and constructing new facilities, aml effects of energy conservation.

Events at the Three Mile Islami Nuclear l' nit No. 2 in Pennsylvania ("TAII") resulted in damage
to the plant atul release of radioactivity into the surroumling enviremoient and caused wid pread
concern about the safety of nuclear generating plants. The ('ompany nas interests not only in the
Seabrook project Imt also in six other nuclear generating plants w hich are either operating or planned
or ufuler construction in New Englatul (see "Husiness- .loint Projects"); its interests in the four
sah operating plants represent approximately 59 of the Pompany's present generating capacity.
The Company cannot predict what effect the events at TMI which have precipitated inercased oppo-
sition to nuclear power may ultinmtely have upon the completion or the cost of completion of the
Seabrook project or such other planned nuclear units or upon the continued oorration of the existing
nuclear generating plants in New Englaml or upon its planned reduction of its interest in the Sea-
brock project. Neither the Seabrook I' nits inir any of these six other New Englaml plants utilize a
nuclear steam supply system furnished by the vendor which supplied TMI. I'nited Engineers & Con-
structors lne., the engineer-constructor for the Seahrook nroject, was constructor of TMI but was not
involved in its design. The TMI incident has pmmpted a rigorous reexamination of safety related
c.piipment and operating procedures in all nuclear facilities. The phmts in which the Company has an
interest are being reviewed by their owner-operators, and those plants aml all other nuclear facilities
are being reexamined by the NHU The TMI incident has also generated a multiplicity of legislative
proposals in ('ongress atul various state legislatures. While the ultimate effect of these reexaminations
and propowds cannot he sI ecifically predicted, they couhl cause delays in construction aml costly
modifications of both the operatir ; ami plamu41 nuclear plants in which the Company has an Ntcrest.

USE Ol' PItOCEEDS

The proceeds to the Company from the sale of the Series H Homls will be used for the Company's
continuing construction program, inchuling the reduction of short-term horrowings incurred in connee-
tion t herewith. On the date of issue of the Series B Hom!s, short-term horrowings are expected to be
appre in;ately $112,000,000.

CONSTitUCI'lON PROGRAM

The area served by the Company has experienced relatively rapid population and economic growth
in the last several years. According to statistin con. piled by the United States Department of Com-
merce, Hureau of the Cernus, the average annual rate of population growth in the State of New Ilamp.
shire was appnnimately 29 during the period 1970-78, the second hiehest rate of growth for any state
cast of Polorado. Figures released by the New llampshire Department of Employment Security show

.
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that New Hampshire is experiencing one of the lowest unemployment rates in the nation, aml the lowest
in New England-2.89 (not seasonally adjusted) for the month of May,1979.

As a result, the electric needs of the Company's customers have increased (an average annual
increase of 7.59 and 4.49 in the Company's annual peak load during the ten-year and five-year
periods, respectively, cruling December 31, 1978). While there is some controversy concerning the

Iinte of gniwth the Ccqany will experience in the future, the Company has projected the needs of
its customers to inen ase at an average annual rate of aj ,roximately 6.59 at least through 1987,
which would be the highest anticipated inen ase of any major electrie utility in New England based
upon estimates furnished to the New England Power Pool. The Company's forceasts indicate that its
net purchases of capacity will Imre increased to 451 MW at the time of scheduled completion in 1983
of the first unit of the Seahniok plant described below, of which a 289 share woubt he 32? MW.
Certain of the utilities whose shares in the Seahniok plant are being increased may sell all or part of
their increased Seahnw k entitlements to the Company for varying periods. If the Company's load
growth pnijections are correct, the Company woubt be required to purchase capacity fnim other
electrie utiliths during most of the 1980's. If the Seabnu,k plant is not completed on schedule, such
purchases will increase, and there can be no assurance that the Company would be able to purchase
sufficient power to render adequate service to its customers.

On ,Iuly 30, 1979, the NHPUC issued its finding that the electr. al peak gn>wth rate for New
Hampshire is 5.09 aml that the NIIPUC will use that number pending .'urther review.

The Company proposes to meet the projected needs of its customers primarily through its share of
the 2,300 MW Seahnmk nuclear plant, with two units each having a capacity of 1,150 MW currently
planned for completion in 1983 and 1985, respectively. Unit =1 of the Seabrook plant is the only major
brw load generating station in New England now scheduled to begin service before 1955. In the view
of the Company, both units of the plant are essential to meet not only the Company's needs but the
New England load as well. As described under " Problems Facing the Company", the Company and
nino other New England utiliOs have agreed to adjust their ownership interests in the Seabrook
project, subject to n ecipt of the necessary regulatory ap]m>vals. Assuming an adjustment of the
t 'ompany's share to 2W , its share of the total cost of Seabniok upon completion, including the initial
nuclear fuel, is stimated at $M'UMMUmo, excluding any allowance for funds used during construe-
tion (" A FU DP") (see Note D to the Statement of Earnings), which allowance is estimated to be
$309,600,000 If the Company's ownership interest shoubl remain at 509, these estimated amounts
woubl be $1,(NNUOMm0 and $429,GtMM00, respectively. See " Problems Facing the Company" and
" Fina ncin g' for a di> .ission of the factors affecting the financing of the Seabnmk plant, and see
"Husiness-Scahniok Nuclear Project" for a discussion of administrative pnweedings and litigation
relating to the Seahn>ok plant.

The Company's aggregate construction program for the seven. year period 1979 through 1985,
which is subject to continuing review and adjustment, is currently estimated to be about $598,300,000
(excluding AFUDC) if its ownership interest in Seabrook is reduced to 289 as described above
and under " Problems Facing the Company" and its ownership interests in Pilgrim #2 and Millstone
#3 are sohl. Such construction expenditures would total $1,107,300,000 if such interests remain at
their present levels. The following table sets forth the Company's estimated construction expendi-
tures for 1979 (assuming no effect in this year of its reduced construction program) and the un-
adjusted and adjusted construction progrmus as described above based on current construction sched-

8
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ules and cost projections (including an inflation factor, which in the case of Seabrook is 8% per
annum, and excluding AFUDC):

Estimated Construction Expenditures
s (Millions of Dollars)

Unadjusted Adjusted
i Generating Facilities 1979 1979-1983 1979-1985

Company's Share of Seabrook Nuclear Project
Plant $134.5 $ f4 3.0 $271.5
Nuclear Fuel 24.2 1G.9 38.5

Total 158.s 449.9 310.0
Participation in Other Plants *

_.

Nuclear Plants 4.9 68.9 6.1
Nuclear Fuel 0.4 6.9 0.6

Total 5.3 75.8 6.7
Other Generation 2.5 12.2 12.2

,

Total Generating Facilities 166.5 837.9 328.9
Transmission Facilities 11.0 128.0 128.0 "

.t
Distribution and General Facilitics 18.2 141.4 141.4

'

Total $195.7" $1,107.3 $598.3

'See "llusiness- Joint Projects."
"Of this amount, approximately $104,400,000 had been expended through July 31,1979.

The following table shows the aggregate amount for each of the years 1979 through 1985 of the
Company's estimated construction program before and after adjustment to reflect the maximum redue-
tion of the Company's ownership interest in Seabrook to 28% commencing in 3farch,1980 and the sale
of its interests in Pilgrim #2 and 3Iillstone #3 as of that date:

,

Unadjusted Adjusted
Construction Construction

Prograrn Prograrn

1979 . $ 195,700,000 $195,700,000
, ,

1980 216,800,000 59,300,000
1981 207,100,000 32,400,000
1982 175,600,000 90,800,000
1983 137,200,000 89,700,000
1984 109,700,000 76,900,000
1985 65,200,000 53.500,000

Total . $1,107,300,000 $598,300,000

At the present time, it appears that the proposed reduction of the Company's interest in the
Seabrook plant will be less than 22%, and the adjusted 1979-1985 construction program will
accordingly increase. Actual construction expenditures couhl vary from these estimates because of
changes in the Company's plans and load forecasts, cost fluctuations, delays and other factors. The
Company estimates that the ultimate cost of its share of Seabrook would increase between $5,770,000
and $7,900,000 for a 28% ownership interest (and between $10,300,000 and $14,100,000 for a 50%
ownership interest) for each month's delay in completion. Delays of more than one month may result
in a higher per month cost; the increase in cost in ach case depends upon the erme and length of
the delay. It is also possible that additional expene. .ures may be required to meet regulatory and

'
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environmental requirements at the Seahrook nuclear plant and at the Company's other generating
facilities. See " Industry Problems" and "llusiness - Envinmmental 31atters."

The complexity of present-day electric utility tecimology and the time required for the construe-
tion of generating facilities and for the completion of the necessary licensing and regulatory proceed-
ings, which have become increasingly extensive, have compelled the Company, as well as other electric
utilities, to make substantial investments in the constnietion of such facilities before the licensing and
regulatory proceedings are final. At July 31, 1979, the Company had invested approximately
$WS,200,000 (including AFUI)U of approximately $47,400,000 and nuclear fuel of $24,000,000) in the
Seahnunk nuelcar plant. While it is inissible that future developments coubl lead to cancellation of the
project, the Company considers such a possibility unlikely not only because the necessary construction
permits and approvals have been received (although certain of them are subject to further court
appeal and administrative proceedings, see "llusin;ss- Seahn>ok Nuclear Pniject") s.nd construc-
tion is proceeding but also because of the projected need for the plant's power in the Company's
service area and in New Englaml generally. llowever, if the Seabrook proje tt were cancelled, the
Company estimates that at the present time its share of the total costs wouh! he substantially more
than its investment; the precise amount wouhl depend upon a number of ietors, including the
amount of termination charges and salvage and the results of negotiations in conneetbn with contract
terminations. The Company woubt apply to regulatory authorities for approval to anuctize its share
of total costs over an appropriate future period and to recover such costs through th( Company's
retail and wholesale rates. While the Company cannot predict whether and to what extent regulatory
authorities woubl pennit such recovery, construction of the plant was authorized by the Ne v IIamp-
shire Public l'tilities Commission based upon its finding that the plant was required te meet the
demand for electrie power. See "Ilusiness-neabrook Nuclear Project- NHPUC"

FINANCING
Financing of the Company's adjusted 1979 1985 construction program estimated at $598,300,000

(assuming its construction program is reduced as described above), and the refinancing at maturity
of certain long. term debt and re<piired sinking fund payments together aggregating $114.235,000
ihiring this period (see Notes 4 aml 7 of Notes to Financial Statements), represents a major under-
taking for the Company. The Company estimates that approximately $174,000,000 will he generated
f rom internal funds during this periml (principally after 1982). The balance is expected to be
financed from external sources.

I)nring 1978, the Company raised approximately $53,000,000 from pennanent financing, consist-
ing of $23,tH)o,000 from the sale of 1,300,000 shares of Common Stock in May and $60,000,000 from
the sale of General and th funding Mortgage Itonds in September. 1)uring 1979, the Company has
raised approximately $107,380,000 from permanent financing, consisting of $39,640,000 fnun the sale
of 2,000,000 shares of Conunon Stock in .lanuary, $30,000,000 fnim the sale of 1,200,000 shares of
Preferred Stock ($25 Par Value) in 31ay and $37,740,000 from the sale of 2,000,000 shares of Common
Stock in July. The Company's financing plans for the 1979-1985 period include the issuance of
conunon stock, preferred stock and long. term debt, nuclear fuel financing and intenuediate-tenu debt
financing.

The success of the Company's financing plan is dependent up n a number of factors, including
the Company's ability to obtain adequate and timely rate increases, conditions in the securities mar-
kets, eccnomic conditions and the Company's level of sales and particularly resolution of the matters
diacused under "Probicms Facing the Company"
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Mortgage Bonds. Due to ecetain restrictions in the Company's First 31ortgage Indenture, no
signifleant amount of First 3Iortgage Bonds may be issued thveunder until an operating license is
obtained for Seabrook Unit #1, now anticipated in late 1982. The Company is considering seeking
the consent of the holders of its First 31ortgage Bonds (759 in principal amount required) to
amend that Indenture by modifying or eliminating these restrictions, but no assurance can be given
that such consent will be sought or obtained. If these amendments are made, the Company is required
to redeem all outstanding General and Refunding 3Iortgage Bonds, including the Series li Bonds
offered hereby, by exchange for First 3Iortgage Bonds; untit such time, such First 3fortgage Bonds as
nusy be issued will be pledged as additional security for the General and Refunding 3Iortgage Bonds.
At July 31,1979, the Company had $196,724,000 of First 31ortgage Bonds outstanding (exclusive of
pledged First 3Iortgage Bonds) and $805,786,000 of net Utility Plant, including $432,415,fHe of
l'nfinished Construction.

Because of the restrictions in the Company's First 3Iortgage Indenture, the Company has entered
into the General and Refunding Afortgage Indenture dated as of August 15,1978 (the "G&lt Inden-
ture"), constituting a second mortgage on the Company's properties to secure General ami Refunding
3Iortgage Ilonds. The Company sold $60,000,000 of such Bonds to institutional investors in Septem-
ber,1978. The terms of the G&R Indenture are generally similar to those of the First 3Iortgage
Indenture except for elimination of the above-mentioned restrictions on issuance of bonds and the
inclusion of a limitation on the amount of other income (including AFl'DC) ineludible in earnings
coverage under the G&R Indenture. See "l)escription of the lionds" For the twelve months ended
July 31,1979, the earnings coverage of interest on bonds was approximately 3.38, as compared with
the requirements for the issuance of additional bonds contained in the G&lt indenture of 2.0. At
July 31,1979 the earnings coverage test would have limited the principal amount of Genertd and
Refunding 31ortgage llonds (129 annual interest rate assumed) which could have been issued to
$124,700,uRL The exchision of CWIP fnan rate base without the substitution of additional revenues
would advemely affect the earnings coverage and the amount of Bonds issuable under the G&ll Inden-
ture wouhl be significantly reduced.

Rank Financing. The Company has a revolving credit agreement with certain commercial banks
which prior to August,1979 permitted the Company, subject to periodie review by the banks, to
borrow up to $115,000,000 until October 12, 1979. In August,1979, the banks agreed to extend the
maturity date to July 1,1980. See" Problems Facing the Company-Immediate Financing Program''
The same gr >up of commercial banks have extended to the Company a $25,0n0,000 term credit due
January 3,1980. The Company has ad litional lines of credit aggr gating $5,350,000 with New
Hampshire banks.

As of July 31, 1979, the Company coubl have incurred approximately $134,500,000 of short-
term unsteured indebtedness under its Articles of Agreement without obtaining the approval of
holders of the Preferred Stock. The NHPUC has approved up to $121,700,000 of short-term borrowings.

Prc/e rred Stock. Under the Company's Articles of Agcecment additional Preferred Stock may
be issued without the affirmative vote of the hohlers of a majority of either class of the Preferred Stock
provided that the ratio of earnings to fixed charges and , referred dividends, including dividends on
Preferred Stock to be issued, is at least 1.50 For tre twelve months ended July 31,1979, the
ratio of earnings to fixed charve.< and preferred dividends computed under the method prescribed by
the Company's Articles of Agreement was 1.94; and based thereon, the Company coubt issue, without
such vote of the hohlers of tha Preferred Stock, approximately $77,700,000 of additional Preferred
Stock (129 annual dividend rate assumed).
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CAPITALIZATION

The capitalization and short. term debt of the Company as of July 31, 1979 was, and adjusted
as of that date to refleet the issuance of $60,000,000 principal amount of Series B Bonds offered hemby
and the application of the proceeds thereof (aggregating $58,680,000) would have been, na follows:

Amount Outstanding
July 31,1979 Adjusted

Amount Percent Amount Percent

Long-Term Debt (including current maturities) (Thousands of Dollars)
First 5fortgage Bonds (a) $196,219 $196,219

General and Refunding 51ortgage Bonds (b) 60,000 118,650

Promissory Note 25,000 25,000

Pollution Control Revenue Bonds 7,208 7,208

Total Long-Term Debt 288,427 40.9 % 347,107 45.4 %

Preferred Stock-Cumulative
$100 Par Value, Authorized, 1,350,000 shares

Outstanding, 676,217 shares (c) 67,622 67,622

' ' Par Value, Authorized, 2,000,000 shares
Outstanding, 600,000 shares; adjusted,

1,800,000 shares (c) 45,000 45,000

Total Preferred Stock 112,622 16.0 112,602 14.8

Common Stock Equity
Common Stock -$5 Par Value

Authorized, 18,000,000 shares
Outstr.nding,13,S45,472 shares (d) 69,227 69,227

Uther Paid-In Capital 165,140 165,140

Retained Earnings 69,655 69,655

Total Common Stock Equity 301,02.: 43.1 304,022 39.8

Total Capitalization (e) $705.071 100.0 % $ 763,751 100.0 %

Short-Term Debt $ 72,100 $ 13,400(f)

(a) Because of certain restrictions in the First 3fortgage Indenture no significant amount of bonds
may now he issued thereunder. See " Financing" For a description of the outstanding series,
see Note 7 of Notes to Financial Statements.

(b) The amornt of bonds issuable under the General and Refunding Mortgage Indenture is subject to
ecrtain restrictions. See " Description of Bonds- Additional G&R Bonds" and " Financing"
For a description of the outstanding series, see Note 7 of Notes to Financial Statements.

(c) For a description of the outstand ~ng series, see Notes 4 and 5 of Notes to Financial Statements.

(d) In addition, as of .luly 31,1979 there were reserved for issuance upon conversion of the 49,217
shares of Convertible Preferred Stock,5.509 Dividend Series, 218,063 shares of Common Stock
based upon the conversion price of $22.57 per share (the Convertible Preferred Stock being taken
at its par value of $100 per share).

(e) See Note 8 of Notes to Financial Statements with respect tr "ommitments and Contingencies.

(f) On the date of the issue of the Series B Bonds, short. term bank borrowings are expected to be
approximately $112,000,000. See "Use a Proceeds" and Note 3 of Notes to Financial Statements.
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STATE 31ENT OF EARNINGS
The following btatement of Earnings, so far as it relates to the five years in the period ended

December 31,1978, has been examined by l' eat,31arwick,31itchell & Co., independent certified public
accountants, whose report thereon appears elsewhere in this l'rospectus, The information for the
twelve months ended July 31, 1979 is unaudited and, in the opinion of management, includes all
adjustments (consisting only of normal recurring accruals) necessary to a fair statement of results of
operations for such period, This statement should be read in conjunction with the other financial
statements and the related notes appearing elsewhere in this Prospectus.

Tweise Month.
Ended Year Ended Decendier 31'July 31,
1979 1978 1977 1976 1975 1974

(Unaudited) (Timusands of Dollars)
Operating llevenues (A)(B) $281,135 $260,751 $214,757 $196,674 $1S6,393 $155,930

0 erating Expenses1

Operation
Fuel (II) 96,114 71,096 70,500 54,s81 58,511 43,161

l'urchased and Interchanged l'ower 37,775 43,422 37,S10 36,46s 27,153 32,505

Other 31,110 31,400 27,611 25,059 22,045 19,233

Maintenance ( A) 15.096 17,502 14,550 12,930 10,727 8,575

Depreciation (A) 15,170 14,752 14,117 13,791 13,522 11,624

Federal and State Taxes on inconie
(A)(C) 17,9*3 19,666 S.399 9,733 9,916 3,700

Other Tnxes, Principally Property Taxes 11,107 13,5 < 12,596 11,s60 10,01s 9,756

Total Operating Expenses 233,355 212,413 1*5,613 161,721 151,595 123,606

Operating Income 47,750 45,33s 29,174 31,953 34,493 27,324

Other income and Deductions
Allowance for Equity I'unds Ue.ed During

Construction (D) 11,309 7,$23 6,093 3,205 1,573 1,785

Equity in Earnings of Atliliated Cour
panics (A) 929 570 502 1,007 501 870

Other - Net 1,333 9*3 491 391 498 2,644

Total Other Income and Deductions 13,ei21 9,6 sl 7.356 4,603 2,392 5,299

incouie Before Interest Charges 61,401 55,019 36,560 36,556 37,390 32,623

Interest ( harges
Interest on 1.ong-Term Del.t 25,058 21,073 14,940 17,932 16,630 13,547

1,'09 4,6722Other Interest 11,350 8,201 2,000 290

Allowance for Herrowed Funds Use.1
During Construction (D) (14,534) (7,762 (6.171) (2,661) (1,307) (1,496)

Net Interest Charges 21,901 21,512 14,w33 15.561 16,552 16,323

Net Income 39,497 36,507 21,722 20,995 20,603 16,300

Preferred Dividend Requirements 7,003 6,391 5,120 4,s4 s 3,604 3,37s

Enrnings Asnilalile for Common Stock $ 32,491 $ 30,116 $ 16,600 $ 16,147 $ 17,204 $ 12,922

Average Shares of Conunon Stock Outstand-
ing iThousa nds) 10,907 9,275 7,6*0 6,372 6,124 5,134

Earnings Per Share of Conanon Stock ( E) $2.9 % $3/25 $2.16 $2.53 $2.w1 $2.52

Disidends Per Share of Conunon Stock $2.12 $ 1.94 $ 1.83 $ 1.s6 $ 1.72 $1.64

Ratio of Earnings To Fixed Charges ( F)
Actual 2.55 2.57 2.35 2.61 2.66 1.93

Pro Forma 1.95

(See "3f anagement's Discussion and Analysis of the Statement of Earnings".)

( A) See the applicable portion of Note 1 of Notes ta Financial Statements.

(II) For the periml I)ecember 3,1977 through 31ay 6,1979 the ComIuny's New IIampshire retail
rates were based in part upon the inclusion in the Company's rate base of a portion of the costs
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of c<>nstruction work in progress (CWIP) associated with major generating projects. The inclu-
sion of CWIP in rate base increased revenues from customers to cover the costs of financing such
CWIP. On 3Iay 7,1979 a New llampshire statute pruhibiting the inclusion of CWIP in the
Company's rate base became effective. By order dated August 29, 1979 the NIIPUC excluded
CWIP from the Company's rate base as of 3f ay 7,1979, but determined that the Company's rates
would remain unchanged as temporary rates as of 31ay 7,1979 and onlered an investigation to
determine the Company's revenue requirements and to establish fair and reasonable rates. These
temporary rates are subject to possible retn> active adjustment to 3 fay 7,1979, either upwanl or
downward, upon completion of the investigation. See " Business- Rates-New IIampshire
Retail" for information concerning a new tariff filed with the NIIPCC on August 31,1979.

See " Business-Rates-Other" for a discussion of increased rates to wholesale customers
put int 9 effect by the Company on July 29,1978.

During 1977, the Federal Power Commission (FPC) affirmed an Administrative Law Judge's
decision which resulted in the Company refunding in October,1977 approximately $1,622,000 of
1975 wholesale fuel adjustment clause revenues. This decision was affirmed by the United
States Court of Appeals for the District of Columbia Circuit on 3Iay 3,1979. The Company has
filed a petition for certiorari with the United States Supreme Court; pending a final decision on
this matter, the Company has charged the refund with interest to deferred debits.

In August,1976, the Company and a fuel supplier reached agreement on the amount of a fuel
inventory adjustment. As a result of this settlement, operating revenues and fpel expense for
1976 are caeh approximately $4,598,000 less than they otherwise wouhl have been.

(C) See Note 2 of Notes to Financial Statements for information regarding income taxes.
(D) AFUDC is the estimated cost, during the period of construction, of funds invested in the con.

struction program which are not recovered from customers through current revenues. Such
allowance is not realized in cash currently but under the rate-making process the amount of the
allowance will be recovered in cash over the sirvice life of the plant in the form of increased
revenue collected as a result of higher plant costs. The NHPUC, for the period December 3,
1977 through 3Iay 6,1979 permitted the Company to include in rate base a portion of the costs
of CWIP associated with major genen. ting projects. Therefore, AFUDC for this period did not
include the cost of funds invested in the construction program which were provided by revenues
of the Company.

To the extent CWIP is not included in Company's rate base, the cost of funds invested
in CWIP (interest on debt ami return on equity, including dividends) is not provided by revenues
and AFI'DC is added to the cost of the plant being constructed with offsetting credits in the
Statement of Earnings. Since the credits are not cash items, cash for interest and dividends may
need to be pnevided in whole or in part by additional financing during the construction period.
As described in Note B above, as of 3 fay 7,1979, the Company's rates were made temporary and
the Company was prnluded from basing its rates upon CWIP in the rate base. Therefore, as of
Alay 7,1979, consistent with the August 29, 1979 rate order, the Company began reconling
AFliDC for CWIP previously included in the Company's rate base, thereby mereasing AFUDC
by approximately $1,962,000 for the twelve months ended July 31, 1979.

AFUDC net of applicable deferred income tax provisions equalled 32.57F and 48.47F of net
incomo for 1978 and the twelve months ended July 31, 1979, respectively. The Company
capitalized AFIIDC at a net-of-tax rate of 71 SF for 1974. Effective January 1,1975, the Com-
pany began using a pre-tax rate of 9%5b (inereased to 109F effective January 1,1979) and
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begun recognizing deferred income tax expense applicable to the current tax reduction resulting
from interest expense associated viith construction, but these changes had no significant effect on
net income.

The Company began compounding AFUDC on February 1,1977 resulting in an increase in
the gross amount of AFUDC capitalized during 1977 and subsequent perimls. This change
increased 1977 net income and earnings per share of common stock by approximately $816,000
and $0.11, respectively.

(E) Earnit;s per share are based on the averege number of common shares outstanding, after rec <>g-
nition of preferred stock dividend rniuirements.

(F) Earnings represent the aggregate of Net income, less undistributed income of unconsolidated
companies, plus provisions for Federal and state taxes on income and fixed charges. Fixed charges
represent interest, related amortization and the interest component of annual rentals. The pm
forma ratio of earnings to fixed charges is 1.95 after giving effect to (1) the annual interest
requirements on long-term debt outstanding at ,Iuly 31,1979, (2) the annual interest requirements
on the Series B Ilonds being offered ($7,200,000) (3) the prorated interest requirements on
additional long-term debt expected to be issued on October 15,1979 ($25,000,000 at 12.65c;
interest rate assumed) and (4) the annual interest requirements on the estimated average short-
term debt expected to be outstanding during the twelve months ending .luly 31,1980 ($88,020,000
at 13.179n interest rate assumed).

Supplemental ratios of carnings to fixed charges have been calculated pursuant to Accounting
Series Release No.122 of the Securities and Exchange Commission. Such ratios include in earn-
ings the undistributed income of unconsolidated companies, and include in fixed charges the
Company's alh> cable portion of the fixed charges of the regional nuclear ganerating companies in
which the Company has investments. The supplemental ratios are not materially different from
the basic ratios.

(G) The following quarterly information is unaudited, and, in the opinion of management, is a fair
summary of results of operations for such periods. Variations between quarters reflect the sea-
sonal nature of the Company's business, and beginnine with the fourth quarter of 1977, addi-
tionally includes the effect of rate increases. See " Management's Discussion and Analysis of
the Statement of Earnings." The fourth quarter of 1977 also includes an adjustment which de-
ercased maintenance expenses recorded in the first three quarters of 1977 by approximately
$ 1,000,000.

Quarter Ended
Year 1979 _ Year 1978 Year 1977

Junc* %rch Dec. Sept. June % rch Dec. Sept. June W rch
(Thousand cxcept l'cr Sharc Announts)

Operating Revraues $65,sG6 $ *0,072 $69,316 $62,3 s7 $57,034 $ 71.940 $57,001 $52,674 $17,491 $57.527
Operating income 9.300 14,754 12,321 11,700 10,119 11,195 9,109 6,611 5,252 s,000
Net income s,335 12.217 9,359 s,s72 7,192 11,084 7,390 5,098 3,244 5,990
l'referreil Diviilrn 1

Requirements 1,952 1,536 1,591 1,59s 1,599 1,600 1,516 1,199 1,197 1,008
Earnings Availabh

for Common Stock 6,3 x3 10,631 7,765 7,274 5,593 9,151 5,874 3,599 2,047 4,7s2,,
Average Shares of

Common Stock
Outstamling 11,823 11,319 9,770 9,755 0,109 8,447 8,444 7,923 7,230 7,009

Earnings l'er Share
of Common Stock $0.51 $0.91 $0.79 $0.75 $0.61 $ 1.12 $0.70 $0.50 $0.28 $0.66

' Amounts restated to be consistent with the August 29,1979 rate order of the NIIPCC described in
Note 11 above., W I|| Ili f . ) '" 1018 298



MANAGEMENT'S DISCUSSION AND ANALYSIS
OF Tile STATEMENT OF EARNINGS

Twelve Months Ended July 31,1979 as Compared with Calendar 1978:

" Operating Revenues" increased $20,384,000 principally due to (1) the operation of the fuel
adjustment clause ($11,lT>8,000), (2) an increase in unit power sales ($2,419,000) and (3) an inercase
in prime energy sales.

" Fuel Expense" increased $24,118,000 because a larger percentage of total power supply was
generated by Company-owned fossil fuel plants and due to increases in the unit costs of coal and oil.

" Purchased and Interchangcd Potcer" decreased $T>,647,000 due to the increased generation by
Company-owned fossil fuel plants.

" Federal and State Tarts on Income" decreased $1,683,000 primarily due to a decrease in taxable
income.

" lltowance for Equity Funds Uscd During Con.struction" and "alliotcance for Borrotted Fundsi

Used During Construction" increased due to an increase in thc Company's construction pmgram,
primarily the Seabrook nuclear plant and because AFUDC has been accrued from May 7,1979 through
July 31,1979 on CWIP included until May 6,1979 in New Hampshire rate base.

"Oth(r Income and D4 ductions-Oth< r-Lt" increased $400,000 due to increased mterest income
from short-term investments and increased miscellaneous income.

" Inter (st Charges" increased principally due to (1) additional long-term debt outstanding and
(2) an increase in the rates and level of short-term borrowings from banks as an interim method of
financing construction of new facilities.

1978 a4 Compared with 1977:

" Operating #erennes" increased $45,964,000 principally due to a rate increase to New Hampshire
reta;l customers on December 3,1977 ($27,000,000 on an annual basis), increased to $30,000,000 on
an annual basis on June 1,1978; a rate increase to wholesale customers on July 29,1978 (approxi-
mately $2,400,000 on an annual basis); increased revenue associated with the operation of a fuel
adjustment clause ($10,000,000), and an increase in prime energy sales.

"Purchaud and Inte rchangtd Potcer" increased $5,612,000 principally due to increases in capa-
eity and energy purchases necessary to meet the Company's increased KWH sales and replacement
power as required during the shutdown of Merrimack Station.

"Other Operating Exp< nses" increased principally because of the effect of inflation on wages,
supplies and services and employee benefits, the exact amount of which cannot be determined indi-
vidually.

"Raintenance Expenses" increased principally due to increased cost of maintenance at Merrimack
Station (approximately 609 of the total increase) and because of the effect of inflation on wages
and materials (approximately 3G) and on costs of annual maintenance at other generating stations
(approximately 6%).
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" Federal and State Taxes on Income" increased $11,267,000 principally due to an increase in
current taxable income due to increased operating revenues, and an increase in deferred taxable
income.

"Other Taxes, Principally Property Taxes" increased due primarily to higher real estate property
assessments and tax rates.

"stilowance for Equity Fumis Used During Construction" and "<tilowance for Borrowed Funds
Used During Construction" increased due to an increase in the Company's construction program,
primarily the Seabrook nuclear plant.

"Other Income and Deductions- Other-Net" increased $560,000 primarily as a result of in-
creased interest income from short-term investments.

" Interest Clu2 rues" increased principally due to (1) additional long-term debt outstanding (ap-
proximately 25% of the total increase) and (2) an increase in the rates and level of short-term
borrowings from banks as an interim method of financing construction of new facilities (approxi-
mately 75%).

1977 as Compared with 1976:

" Operating Revenues" increased $18,113,000 in 1977 principally due to increased revenue associ-
ated with the operation of a fuel adjustment clause ($7,685,000), an increase in unit power sales
($3,268,000), a rate increase to New Hampshire retail customers on December 3,1977 ($27,000,000 on
an annual basis) and an increase in prime energy sales.

" Fuel Expense" increased $15,619,000 in 1977 because a larger percentage of total power supply
was generated in Company-owned fossil fuel plants (approximately 49% of the total amount) and
due to increases in the unit costs of coal and oil (approximately 21%), and also because of the inven-
tory adjustment referred to in Note B to Statement of Earnings (approximately 30%).

"Other Operating Expenses" increased in 1977 principally because of the effect of inflation on
wages, supplies and services, employee benefits, and additional cost for transmission services associated
with additional power purchased.

"JIaintenance Expenses" increased in 1977 principally due to increased costs of maintenance at
Merrimack Station (approximately 12% of the total increase) and because of the effect of inflation
on wages and materials (approximately 48c/c) and on costs of annual maintenance at all generating
stations (approximately 40%).

" Federal and State Taxes on Income" decreased $1,334,000 in 1977 primarily due to a decrease in
taxable income.

"Other Taxes, Principally Property Taxes" increased in 1977 due primarily to higher real estate
property tax rates.

" tilowance for Equity Funds Used During nnstruction" and "itllowance for Borrowed Funds<

Used During Construction" increased substantiah,, in 1977 due to (1) an increase in the Company's
construction program, primarily the Seabrook nuclear plant and (2) the effect of compounding of
AFUDC semi-annually, effective February 1,1977 as permitted by Federal Power Commission Order
No. 561. See Note D to Statement of Earnings.

1018 30017

.. ...



OPEIIATING STATISTICS
Twelve Months

Ended Year Ended December 31
July 31,
1979 1978 1977 1976 1975 1974

MWII Generated and Purchased - Net
~ - ~

Generated by Water Power 259,521 291,972 332,523 328,701 335,521 347,129
Generated by Fuel 4,597,733 3,849,',53 4,033,704 5,596,002 3,669,800 3,385,098

Total Generated 5,156,251 4,141,325 4,366,227 3,924,703 4,005,321 3,732,227
Power Purcha.el- Nuclear Affiliates 623,743 674,337 629,116 670,994 618,787 530,129
Other Power Purchased and Interchanged 707,003 1,374,245 999,062 1,092,414 819,437 1,138,423

Total Generated and Purchased 6,507,000 6,190,4U 7 5,994,425 5,633,111 5,443,545 5,400,779

Disposition of 31WII Output
Hold 6,050,531 5,752,764 5,586,378 5,236,507 5,055,673 5,054,271
Ur.ed by the Company 28,393 22,734 15,217 13,476 13,047 23,821
Absorbed in Delivery 425,026 414,iS9 392,830 388,124 374,S25 322,687

Total Output 6,507,000 6,190,407 5,991,425 5,633,111 5,443,545 5,400,779

31W11 Hold
itesidential 1,782,775 1,765,553 1,709,528 1,676,950 1,552,212 1,552,714
lodust rial 1,830,753 1,743,131 1,568,068 1,539,489 1,396,957 1,470,307
Unit Power 502,409 368,785 515,755 372,321 524,531 502,715
Wholesale, Conam and Other 1,934,644 1,875,315 1,763,027 1,697,717 1,581,673 1,529,535

Total 31WII bold 6,050,531 5,752,731 5,556,373 5,236,507 5,055,673 5,054,271

Sources of Ele- ic Revenue (Thousands of Dollars)
Residentia. Sales ' $ 101,713 $ 98,331 $ 81,551 $ 77,153 $ 72,167 $ 57,566
Industrial Sales 69,949 63,565 45,878 45,361 42,049 34,807
Unit Power Sales 11,523 9,104 10,297 7,029 9,130 6,746
Wholesale, Conunercial and Other 69,s09 62,519 69,278 63,392 55,992 44,742
Aliscellaneous Operating Revenue 8,141 7,202 4,783 3,739 7,055 11,769

Total Electric Revenues $ 231,135 $ ::60,751 $ 214,737 $ 196,674 $ 136,393 $ 155,930
Electric Customers (End of Period)

Residential 247,503 244,008 238,S30 232,358 226,215 221,737
Indust rial 1,093 1,050 1,046 1,018 937 932
Unit Power 1 1 1 1 1 1
Wholesale, Commercial and Other 31,915 31,766 30,371 30,115 29,268 28,$53

Total Electric Customers 250,512 276,%55 270,745 263,492 256,471 251,573
Diseraity of Industrial Revenues

Textile Product s 3.4% 3.7% 3.9% 4.1% 4.5% 5.6%Paper Products 17.5 17.2 16.5 16.8 15.7 17.9
Leather Products 2.9 3.0 3.2 3.4 3.6 3.5
Chendeals 9.7 9.3 9.0 8.3 7.9 8.1Other Non Durable Products 6.9 7.4 7.9 7.6 7.7 7.5

Total Non Durable Products 49.4 40.6 40.5 40.2 39.4 42.6
31achinery 17.0 16.8 16.3 15.2 14.8 14.7Other Durable Products 13.2 13.2 13.0 12.4 12.1 12.0

Total Durabh* Products n0.3 30.0 29.3 27.6 26.9 26.7
Total 31anufacturing 70.6 70.6 69.8 67.8 66.3 69.3Conunercial and Service 29.4 29.4 30.2 32.2 33.7 30.7Total

100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 %
Customer Statistics (.\nnual)

A verage Cu st omers - Residential 245,113 212,416 236,453 230,390 224,896 220,937Average KWII Per Customer - Residential 7,273 7,253 7,230 7,279 6,902 7,028Aserage Rate - Cents Per KWil
Residential 5.71 5.57 434 4.60 4.65 333Industrial 3.s2 3.65 3.12 2.95 3.01 2.37Other Utilities 3.50 3.20 3.07 2.85 2.44 2.12Average Annual llill- Residential $414.96 $405.63 $344.90 $334.SS $320.90 $261.91

Average Nuch ar Fuel Cost ler KWil Generated 0.3973( U.363*v 0.31sid 0.2359( 0.3506( 0.2248(
Average Fossil Fuel Cost perJgyll Generated 1.9629( 1.8701( IJ575( 1.6540( 1.5944( 1.2902(m' is
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IlUSINESS
Potter Supply and Properties.

The electrie properties of the Company form a single integrated system including transmission
facilities which are part of the New England-wide transmission grid. The maximum one-hour prime
peak load experienced to date by the Company's systetn was 1,173 net MW on February 13,1979. At
that time the Company had available to meet such load 1,154 MW of its own generating capacity,97
MW from its participations in the four Yankee nuelcar generating companies described helmv under
" Joint Projects" and 217 MW of purchased capacity. llecause the generation and transmission
systems of the major New England utilities, including the Company, are operated as if they were a
single system, the ability of the Company to meet its load is dependent on the ability of the New
England utilities to meet the New England load. See "New England Power Pool" below.

The Company has one coal-fired 450 MW electric generating station (Morrimack Station), from
which the Company has agreed to sell to another utility 100 31W on a single unit basis from Unit #2
through April,1998, and four oil-fired electric generating stations with an aggregate etTeetive capability
of 641 MW, consisting of the Newington plant (420 MW), the Schiller plant (180 MW) and two
smaller plants. See " Environmental Matters" below. The availability of the two units at Merrimack
Station, the Company's largest fossil fuel station, I as been less than desired due to forced outages
caused by both the boilers and the turbines. Ilowever, the availability record of the Station is roughly
comparable to that of other coal-fired generating plants of similar age and design.

The Company also has other generating facilities with an aggregate effective capability of it2 MW
as follows: hydrm lectric (48 MW), combustion turbine (111 MW) and diesel (3 MW). The
Company has participations with other New England utilities in five generating units reccatly com-
pleted, under construction or in design stages, including the two Seabrook units. See "Ponstruction
Program", and see " Joint Projects" and "Seabrook Nuclear Project" below

The Company purchases capacity and energy from other utilities as necessary, together with its
own generating capacity, to meet its load growth and its reserve obligations under NEPOOL dis-
cussed below. These purchases are expected to increase from 217 MW to approximately 454 MW by
April,1953 when Seabrook Unit #1, in which the Company's reduced interest will be 322 MW, is
currently scheduled to be completed and to reduce substantially the need for such purchases. See
" Problems Facing the Company"

Nene England Poster Post.

A New England Power Pool Agreement ("NEPOOL") to which the major investor owned utilities
in New England, including the Company, and certain municipal and cooperative utilities are parties,
has been in efTeet since 1971. This Agreement provides for joint planning and operation of generating
and transmission facilities and also incorporates generating capacity reserve obligations and provisions
regarding the use of major transmission lines and pa: m"nt for such use.

Substantially all platming, operation and dispatching of electric generating capacity for New
England is done on a regional basis under NEPOOL, At the time of the 1978-1979 NEPOOL winter
peak, the New England utilities had about 21,500 MW of installed capacity to meet the New England
peak load of about 14,956 MW.

The Company's capability responsibility under NEPOOL involves carrying an allocated share
of a New England capacity re piirement which is determined for each pt riod based on certain regional
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reliability criteria. It is expected that the Company's capacity will be sufficient through its own
generating facilities, its participations and through purchases to meet its NEPOOL oblir,ations in the
foreseeable future.

Joint Projects.

The Company is a part owner with other New England electric utilities of four nuclear generating
companies. The Company owns a 7% interest in Yankee Atomic Electric Company, a 5% interest in
Connecticut Yankee Atomic Power Company, a 5% interest in 3faine Yankee Atomic Power Company
and a 4% interest in Vermont Yankee Nuclear Power Corporation, each of which owns an operating
nuclear generating plant with present net capabilities of 175 3tW,575 31W,78131W and 528 31W,
respectively. The stockholders of each of the four nuclear generating companies are entitled to the
entire output of the plant in proportion to their respective ownerships, and are obligated to pay their
proportionate shares of the generating company's operating expenses and return on invested capital.

The Company is participating on a tenancy-in-common basis with other New England utilities in
the ownenhip of five other generating units. One of these, Wyman Unit #4, a 600 31W oil. fired
generating unit in 3faine in which the Company has a 3.1433% interest, commenced operation at
full capacity in February,1979; the other units are planned or under construction as follows:

Company Share

Estimated Construction Cut (3)

Completion Capacity Capacity To*al Per
Type Cate (1) (MW) Percent (2) (MW)(2) (Millions)(2) KW

Seabrook #1 & #2 Nuclear 1983 & 1985 2,300 28.0000 644.0 $ 869.6 $1,350
(New Hampshire)

Pilgrim #2 Nuclear 1986 1,150 3.4700 39.9 69.5 1,742
(Massachusetts)

31illstone #3 Nuclear 1986 1,150 3.8910 44.7 102.0 2,282
(Connecticut)

(1) The completion dates of the four nuclear units have been deferred from time to time and addi-
tional deferrals may occur due to licensing delays, economic conditions and other factors.

Due to tho time required for the constrt.ction of generating facilities and the completion of
licensing and regulatory proceedings relating thereto, substantial investments in the above units
will be required prior to the completion of licensing and regulatory proceedings. There is no
assurance that all necessary approvals, permits or licenses will be obtained, or if obtained, will
not be modified or revoked. See " Industry Problems"

(2) See " Problems Facing the Company" for information concerning the proposed reduction of the
Company's interest in Seabrook to 28% and sale of the Company's interests in Pilgrim #2 and
3fillstone #3 In connection with such reduction, the Company may acquire up to a 5.2% interest
in a 568 31W coal. fired unit planned for constnietion by Central Maine Power Company at Sears
Island, 3faine. If the Company's ownership interest in Seabrook should remain at 50G, the
capacity would be 1,150 31W and the estimated total cost, $1,429,600,000.
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(3) Including the cost of the initial nuclear fuel .nd AFUDC on the estimated costs of unfinished
construction not included in the Comnany's rate base. AFUDC was discontinued on Deecmber 3,
1977 on the portion of unfinished constnation inch:ded in rate base. For purposes of this table
such portion of unfinished construction has been excluded from rate base effective May 7,1979
and it has been assume.i that AFUDC will be capitalized the eafter on all unfinished construe-
tion. See Note D to the Statement of Earnings for a discussion of AFUDC.

Estimated construction expenditures for the jointly owned units used in calculating the estimated
cost per KW are based upon information furnished by the utility responsible for the construe-
tion of such unit. The Company has been advised by each of the sponsoring utilities that con-
struction budgets are continuously under review in light of increased costs due to deferrals,
delays and other factors. The estimated expenditures and completion dates of the nuclear units
may also be affected by the licensing and regulatory proceedings relating to each unit and to
nuclear power generally and may also be affected by events and conditions which cannot now
be predicted.

Seabrook Nuclear Project.

The Company is the lead owner of the Seabrook project now under construction in Seabrook,
New Hampshire and has entered into contracts covering the purchase of equipment and services in
connection with the project. The project is planned to consist of two Westinghouse pressurized water
nuclear reactors utilizing ocean water for condenser cooling purposes. Other owners of the project
presently include The United Illuminating Company ("UI") (20?i), New England Power Company
(1051) and a number of other utilities with smaller participations. UI has made available for sale to
other utilities one-half of its 207F ownership interest in accordance with a recommendation of the
Connecticut Department of Business ilegulation- Division of Public Utility Contnd contained in a
recent rate decision; however, the U1 offering has not been fully subscribed. See " Problems Facing
the Company" for infonnation concerning the proposed reduction of the Company's ownership interest
in the project.

The project has required numerous approvals and permits from various state and federal regu-
latory hmlies consisting principally of a certificate authorizing constructirn of the plant (which incor-
porates related state permits) from the New Hampshire Public Utilities Commission ("NIiPUC")
under New Hampshire's power plant siting law; approval of the once-through cooling system for the
project by the Environmental Protection Agency (" EPA"); and construction permits from the
Nuclear Regulatory Conunission ("NitC"). All of these approvals and permits have been obtained
and, except as described below, there are no appeals or proceedings relating thereto. Construction of
the project is continuing and at .luly 31,1979, Unit #1 and the portion of the project common to
both units were 23.49 complete and Unit #2 was 4.4Sc complete.

The process of obtaining these approvals and permits has been long and complex, has been con-
sistently opposed by a munber of intervening groups, has included demonstrations at the Seabrook
site, and has been plagued by lengthy delays which have resulted in greatly increased costs for
the project. Court appeals from these federal regulatory approvals have been decided in the Company's
favor, but one appeal described below is still pending and further appeals are possible. The Company
is unable to predict what effect adverse legislative action, financing problems, work stoppe.ges or

21
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further administrative or court decisions relating to NIII'UC, NRC or El'A actions may have on the
comph. tion of the project, on the cost of the project or on the Company. See " Problems Facing the
Company" and " Construction Program"

XIIPl/C. The state siting proceedings began in 1972, involved lengthy hearings during 1972 aml
1973 and culminated in issuance of the rnpiisite certificate on January 29,1974. A subsequent appeal
to the New llampshire Supreme Court resulted in a remand for further fimlings but did not invali-
date the certificate. The supplemental findings were issued on December 30,197f>; no further appeals
were taken. Proceedings before the NilPUC and the New llampshire Site Evaluation Conunittee are
peinling on the Company's petition seeking modification of the certi'icate to reflwt the extension of
tlm cooling water intake tunnel ordered by the EPA, transmission Gne relocations ordered by the
Nlit ', and certain other transmicion line relocations.

XI|C. The N1:C proceedings commenced with the docketing of the application for construction
permits on July 9,1973. The hearings before an Atomic Safety and I,icensing Iloard (the "1.icensing
lloard ), in u bich seven interrenors in oppo<ition participated, consumed over sixty days during 1975
and 1976 and cuhninated on June 29.1976 in the issuance by the Licensing Itoard of its Initial Deci-
sion (one member dissenting), approving the issuance of construction permits for the Seabrook project.
The NRC issued the permits on July 7,1976, and construction commenced shortly thereafter but was
subse<inently suspended in 1977 and 1978 for periods of scven months and three weeks, respectively,
as a result of administrative proceedings and court appeals.

The Initial Decision was affirmed by an NitC Atomic Safety and Licensing Appeal Board (the
" Appe al lioa rd") (with one member dissenting) and by the N1:0 The dissenting member of the
Appeal !!oard issued his dissenting opinion which relates to the seismic issue on August 3,1979; the
ma.iority icued a supplemental opinion in response to the dhsent on September 6,1979; and the NItC
has extended the time for filing petitions to review this issue until September 21,1979.

On ,hme 30,1978, the NI!C ordered tla Appeal lioard to conduet further hearings on whether
cooling towers (rather than the once-throt,gh cooling system presently approved) would be environ-
mentally acceptable at the Seabrinik site and wiirther Si alirook with < oiiling towers is acceptable
over alternate sit es. On August 6, 1979, t he Ap;n al Board dismissed this proceeding as moot
because no action had bien taken to appeal the 31ay 2,1979 decision of the United States Court of
Appeals for the First Circuit referred to below under " EPA" One aspect of the June 30,1978 order
was appealed by certain intervenors to the Umted States Court of Appeals for the First Circuit which
dismissed the appial on May 30, 1979.

Thero is pimntly pending before the United States Court of Appeals for the First Circuit an
appeal by interrenors from a decision of the NilC challenging the NRC's refusal in 1976 to suspend
the Seabrinik construction permits despite a court decision in litigation not involving the Company
which set aside the Ni(C's rule with respect to the environmental effects of reprocessing spent fuel and
disposing of nuclear waste. (Natural ||< sourco s lhfr nse Council, Inc. v. NitC, D. C. Cir. Nos. 74-13%
and 74-lM6, which was reversed and remanded by the United States Supreme Court on April 3,1978
in Ve rmont Yanka Nucle ar Pme< r Corporation v. Natural linourra ikfe nse Council, Inc., No.
76-419). EITective September 4,1979, the NltC (one member dissenting) has promulgated a ntw
rule O chich supersedes the interim rule in place since Ma rch, 1977) covering the environmental
impact of reprocessing spent fuel and disposing of nuclear waste. The Company believes that the
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environmental effects of the fuel cycle, determined in acconlance with the new rule, are too small to
aftcet the envininmental cost-benefit evaluation of the project.

In March,1979, after the Company announced its decision to reduce its owr.ership interest in
the Seabrrw.k project, an interrenor filed a request with the NitC staff for issuance of a show cause
order as to why the construction permits simuhi not be suspended or revoked because of the t 'ompany's
alleged lack of financial qualifications and lack of review of financial qualifications of the partici-
pants whose ownership interests are proposed to be increased. The staff on April 6,1979, gave public
notice that it would take action on that request within a reasonable time The staf| had previously
asked the Company to furnish further details of its financial plan , which were tiled on April 23,
1979. On May 2,1979 the s:une interrenor filed e further request with the N]!U staff for issuance of
a shim cause onler as to why the consiruction permits siniuld not he suspended or revokul because
of the Nitrs fai!ure to require development of evacuation plans beyond the low polodation zone atul
to evaluate the conse quences of certain types of accidents inclmiing the possibility of such evacuation.
The Pompany cannot predict when the staff will act on either requist or what actions it will take.

liefore either of the Seahn ,k units can be put into operation, the Pon.pany must obtain the
requisite operating license from the NitC. The ('ompany intends to file the necissary applications
therefor in mid-1991 well in advance of the pnijected in-service date for l' nit = 1; however, the
Company cannot predict the extent of the regulatory proceedings which will result or their outcome.

EI'. l . Under the Federal Water Pollution Control Act, as amended, the EPA has jurisdiction
over discharges fnim the cooling system of the Ecabrook plant. In August,1974, the Company applied
to EPA for approval of the once-through cooling systi m utilizine ocean water and, in June and
October,1975, the regional administrator of Region 1 of EPA approved the concept sub;cet to
extending the intake tunnel further offshore. After a further hearing resulting from a court remaml,
the EPA Administrator on August 4,1978 reaffirmed his previous approval of the once-through cooline
system and that decision was affirmed by the United States Court of Appeals for the First Circuit on
May 2,1979. The period for s eking further review has expired.

Oth e r. The Company is also involved in proceedings or disputes concerning title to a portion
of the Seahniok site %e unbrgrounding of the Seahn.ok transmission lines and the use of the com-
pany's water weU: on tu Heabnxik site. The Company believes that none of these matters will have4

a material advers . effect upon the Seabn>ok project.

N u ra n er. The l'ederal Price-Anderson Act provides, among other things, that the maximum
liability for damages resulting from a nuclear incident wouhl he M60 million, to be provided by
private insurance and governmental sources. As required by N!!C regulations prior to operation of
the Seahniok project, se owners of the Scabrook project will insure agains this exposure by pur-
chasmg the 'naxinnun avai!able private insurance (presently $160 million), the ooainder to be cov-
cred by the recently implemented retrospective premium insurance and by an indenmity agreement
with the NiiU Under recent anu i dments to that Act, owners of operating nuclear facilities may be
assessed a retrospective premium of up to $3 million for each reactor owned in the event of any one
nuclear incident occurring at any reactor in the United States, with a mannum assessment of $10 mil-
lion per year per reactor owned. As a part owner af other operating New England facilities (see
" Joint Projects" above) the Company would be oblicated to pay its proportionate share of any such
assessments, which pnwntly amounts to a maximum of $1,050,000 per incident. While it is not yet
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possible to evaluate the claims being asserted as a result of the T311 incident, the Company does not
anticipate any assessments being levied under these provisions as a result of that incident.

llegulation.
The Company, as to n tail rates, security issues, and various other matters, is subject to the

regulatory authority of the NilPUC. A management audit report prepared by an independent
raanagement consulting finn at the direction of the NilPl'c was released on October 11,1978, and
identifies both manatement strengths and opportmiities for improvement and makes certain recom-
mendations for action. Among the significant strengths identified are the following: tight control of
staff lesels and employee compensation, souml financial planning, sound manegement of the Seabrook
project, ami a stnmg transmission and distribution system planning and engineering function. Ac-
conting to the n port, the more significant opportunities for impnivement are in the following areas:
the merbunlening of top management, correction of operating prob! cms at 3Ierrimack Station, fuel
pnienn ment and storage, and public relations. In addition to reconunending expansion of the top
manageroent group by the creation of several new executive Inisitions, the report recommends reor-
ganization and strengthening of the fuel management function, strengthening of the public affairs
function, and a comprehensive review > 31errimack Station operations. The NIIPUC reque.sted the
Company to comment on the audit report and to .< tate how it proposes to implement the report's
reconunendations, and the Company has filed a detailed response with the NIIPUC. The Company
accepted most of the umlit n port n cononendations and is in the proecss of implementing those ncom-
rnemiations which were accepted. While the implementation of any particular nconunemlation is not
expected to have a material effect upon the Company's operations, overall imC mte. tion is expected
to improve the eniciency of the Company's operations at an annual cost of appr Amately $1,000,000.

As to properties atol business in 31aine aml Vermont, the Company is subject to ;he regulatory
authority of the Public l'tilities Commission of 3f aine ("31PFC") :.nd the Vermont Publia 4 r-
vice lloard, respectively. Aihlitionally, both the Connecticut Deg rtment of Business Reg.Jation-
Division of Public Utility contnd and the 3Iamchusetts Depart aent of Pubhe Utilities have limited
juriwliction over the Company based on the Company's ownersh.3 as a tenant-in-connaon of portions
of the Millstone #3 and Pilgrim #2 nuclear units. See "Joi . Projwts" above. The Company is
also subject, as to some phases of its business, including n .ouns certain rates, and licensing of its
hydn>-electric generating plants, to the jurisdiction of the Federal Energy Regulatory Commission
("FERC") under the Federal Power Act. The various nuclear generating units in which the Com-
pany has an ownership interest are subject in their constracWn md operation to the broad regulatory
jurisdiction of the NRC under the Atomic Energy Act m 1954, particularly in reganl to public
health, safety, environmental and antitrust matters. See also " Environmental 31atters" below.

Rates - New llampshire fictail.
On May 23,1978, the NIIPl'C granted the Company an increase in its New IIampshire retail

rates of appnnimately $30,000,000 on an annual basis ba3ed on a test year ending in April,1977.
The unler allourd the Company a retuni on common equity of 149, an overall rate of return of
10.199, and included in rate base CWIP associated with major generating facilitie s. The order of
the NilPFC was aflirmed by the New Ilampshire Supreme Court on May 17, 1979. The rates filed
with the NilPI'C in April,1977 were placed in effect on December 3,1977 subject to refund; under
the NilPUr's May 25,1978 onler, no refunds were necessary. On May 17,1979 the New Ilampshire
Supreme Court decided that the Company had unlawfully applied the new higher rates to bills
rendered after December 3,1977 for service rendered before that date, and the Company has been

onlered by the NIIPUP to make refunds to its New Ilampshire retail custo neds estimated at approxi-18 307mateiy nooooon
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On May 7,1979 a New Ilampshire statute pnihibiting the inclusion of UWIP in the Company's
rate baw became effective. The NIIPl:C has onlered the Company to eliminate CWIP fnim its rate
base but has indicated that the removal of t'WIP couhl not he accomplished without a concurrent
reexamination of the entire revenue aluestion and noted its preliminary conclusion that the exclusion
of CWlP by increasing the merall risk to investors justifies an overall rate of return to the t'ampany
higher than that alloweil in the 1978 pniceeding.

The Company filed with tlm NIIPI'C on August 31,1979, a new tariff intended to establish new
Imrmanent rates designed to generate revenues appniximately $18,500,080 (about 8.55f ) on an annual
basis higher than thoe.e presently in effect. These rates would be based on a test year ending 31ay 31,
1979 and in part on pn> forma adjustmerns to rethrt changes since that date, deh tion of CWIP trom
rate base, an inen ase in depreciation nites for distribution plant, normalization of the income tax
effect of liberalized depreciation with respect to pniperty placed in service after 1970, and an 159
n turn on comnnin equity. The new tariff has been susimnded for investigation, and evidentiary hear-
ings are expected to begin in 1)ecember,1979 folhewing the filing of testinmny and a discovery period.
See "Prohh ms Facing the Company"

The Company has a fuel adjustment clause w hich is desiened to recovct, after a two months' lag,
all fu-l costs above base, including the energy portion of the (ost of purchased power. A hearing and
prior approval by the NIIPUC is nspiired with respect to each month's fuel adjustment rate.

In .lanuary,1975, the NilPUC on!cred an investigation into the rate structures of the electric
utilities under its jurisdiction. llearings began in . July,1975 and continued from time to time through
1978. While the investigation has not been concluded, the proceeding has involved only the proper
distribution of rates among the various customers aml customer classes mnt m,t overall revenue re-
epiiremen t s. Pursuant to an interim order of the NilPI C issued in .fanuary,1977, the Company has
implemented peakdomi pricing rate experiments involving certain of its customers. Legislation was
enacted in 1978 reepiiring the Company to offer time of day and seasonal rates on an optional basis,
ami such rates have been made available to its residential customers and have been filed for its other
customers.

Rates - Other.
Rates to the Company's whclesale-for-resale customers inercasing revenues from these customers

by approximately $3,865,000 on an annual basis became effective as of April 11,1976. On April 28,
1978, the Company filed new rates with FElle poposed by the Company to be effective on May
29, 1978 that wotdd increase revenue from the Company's wholesale-for-res de customers by approxi-
mately $2,400,000 or 7.75; on an annual basis basid on a 1978 test year ; the new rates went into effect
subject to refund on .luly 29,1978. The Company has also filed with FEltC a petition requesting the
inclusion of CWIP in rate base. After trial of the CWIP issue, the Administrative Law dudge issued
an initial decision on .lanuary 25,1979, u Leh authorized the Company to include in rate base CWlP
associated with majm generating facilities and which allowed the Company a return on common equity
of 135;. That decision has been appealed to FERC The Company cannot place who!csah rates bas (d
on UWIP into effect unless aml until FERC issues a final favorable decision on the CWIP issue.

In another proceeding before FEHP, the Company's right to collect thnmgh a surcharge approxi-
mately $1,850,000 of accrued but unbilled fuel clause revenue was contested by certain whohwale-for-
resale customers, and FEl(C ruled against the surcharge am. onlered the Company to refund approxi.
mately $1,622,000 wit h interest, the balance not having been billed. FERC's decision was affinned by
the United States Court of Appeals for the 1)istrict of Columbia Circuit, and the Company is seeking
Supreme Court review. See Note B to the Statement of Earnings. In another plmse of the same pro-

25



ceeding, FE!!C has on!cred a refund of the higher cost of sluet-market purchases of coal by tim
Cornpany; the Company has been granted a rehearing on the onler.

Rates essentially identical to those in e frect in New IIampshire prior to December 3,1977 were
placed in effect in Vermont on 3f ay 1,1975, and in 3f aine on 3f arch 2,1976. On an annual basit
about $65,WXI of additional revenues results frorn the Vermont inercase and r.pproximatdy M92,000
n sults fnim fim 3f aine inen a.se, in its " cision allmving tlm increase to become effective in Maine,
tl.c 31Pl'C cornraented on the disparity between the alhnved rates of the Comp:my and those of Central
Maine Power Company (CMP) which serves mljacent territory at hnver ratis. The decision requested
the ruanagements of tim two conipanies to discuss tim possibility of a transfer of the Company's Maine
business to CAIP and stated that in the futun the MPI'C ruight use CMI"s rates as a yanistick to
determine the reasonahh ness of the Company's rates. While prelirninary discussions have been hehl
between the two manmfements, no conchisions have bien reached concerning the desirability of such
a t ransfer. A cornplaint was fih d with the MPUC in April,1976, by two Maine municipalities and a
number of their reshlents who are custoniers of the Company alleging that the Company's rates are
unreasonable and discriminatory and respiesting that the rates ho reduced to a level no higher than
t he rates of CM P. Ilearings began in Deccinher,1976, and the pna reding is still Imn ling. In 1978
the Cornpany obtained from its Maine customen appniximately 1.45; of its operating revenues.

On August 20, 1979 the Company filed with the MPI'C a petition respiesting an urgently neces-
sary temporary rate adjustment for its Maine custonwrs, which woubl increase revenues appniximately
95; or $3 to,0uo on an annual basis. The Company also notifh d the MPl'C that it woubl be tiling
for a permanent rate inen ase by t >ctober 31, 1979. The Company has re ptested prompt action by
the MPI'C but cannot predict if or when these new rates will go into effect.

The Cornpany intends in the near future to offer for sale its business and pn>perties in Vermont,
the re.cnues fnun which in 1978 amounted to appn>ximately $672.000, or about .259 of the Company's
operating revenues.

Fuel Supply.

For the t welve rnonths ended . lune 30, 1979, the Company's firm net output was derived 495;
fnon oil,39; fnnn coal, 75; fnnn nuclear, and 65; fn,m hydni. As indicated above under " Power
Supply and Properties" and "New England Power Pool", substantially all of New England's genera-
tion and transmission systems, including those of the ('ompany, are operateil as if they were a single
syst em.

Oil. The New England ehetric utilities, including the Company, make greater use of fuel oil
for generation of power than those in any other region of the country. Most fuel oil supplies of the
Neve England utilities are derived fnun fon ign sources and are subject to interference by foreign
governments and price increases. The Cornpany has , contract expiring on December 31,1979 with
a supplier for fuel oil for the ?ompany's oil-fired plants and the Company is currently soliciting bids
for the 1950 supply of fuel oih The storage capacity for the Company's two large olhhurning plants
is approximately 30 days operating at full load, and inventory varies substantially depending upon
oil shipments. During 1979, the average inventory through . lune 2R 1979 was approximately 14 days
operating at full load. The two sinall plants have limited storage capacity. See " Environmental
Matters" below.

Cool. Coal for the Company's only conhhurning unit, the 456 MW Merrimack plant, is presently
being furnished from West Virginia sources under a contract which expires in April,1983. The
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contract generally provide.s that a 45-day supply of coal is to be maintained for the Company, that the
base price of the coal may be changed by the seller annually but the Companfn disagreement with the
change will result in termination of the contract at the end of the year, and that the price of the coal
is subject to certain adjustments for changes in the seller's costs. The Company'. ,olicy is to maintain
a GOslay supply of coal on hand for the 31errimack plant; at August 18,1979, a 71-day supply was
on hand. The plant, with 119 MW and 337 31W units, presently requires a total of approximately
1,000,000 tons of coal per year. Future annual tonnage requirements of the Company may be more
or less than that figure depending upon a number of variables including particularly the relative cost
and availability of coal and other fuels and possible conversion of units presently burning oil. See
" Environmental Matters" below.

The Companfs approximate average costs of oil and coal for 1973 through July 31,1979 were
as follows:

Coal
Oil Per Oil Per 0,alPer Coal Per Spot Price
Ilarrel 31illion IITU Ton 31illion llTU Per Ton

197.. $ 3.75 $0.61 $13.78 $0.51 *

1974 11.32 1.83 21.97 0.82 $40.67
1975 11.49 1.88 32.55 1.24 37.50
1976 10.95 1.77 34.33 1.25 35.27
1977 12.97 2.09 35.54 1.31 *

1978 12.13 1.95 39.09 1.47 38.54
1979 (through July 31) 13.60 2.21 40.89 1.51 *

'No spot purchases by the Company during the period.

Xuchar. The cycle of production of nuclear fuel consists of (1) the mining and milling of
uranium ore, (2) the convasion of uranium concentrate to uranium hexatluoride, (3) the enrichment
of the uranium hexafluoride, (4) the fabrication of fuel assemblies and (5) the reprocessing, storage,
or disposal of spent fuel.

With respect to the Seabrook units, the Company has long. term contracts for enrichment. The
Company also has contracts for conversion services and for the fabrication of the initial cores and six
reload regions (each region consisting of one-third of a complete core). These contracts are expected
to meet the Company's requirements for fuel cycle services as follows: enrichment through 2008,
conversion through 1957, and fabrication through 1986.

The Company has contracted for all of the uranium concentrates r^ quired to commence operation
of the Seabrook units an 1 is actively seeking additional sources thereof, which it expects will be avail-
able when needed. The Company has no contractual arrangements for reprocessing of spent feel and
there are no reprocessing facilities currently operating in the United States; I' resident Carter has
stated the position of his Administration to be that the United States should defer indefinitely com-
mercial reprocessing and the recycling of spent nuclear fuel. If such services are not available when
required for the Seabrook units, the spent fuel can be stored pending reprocessing or disposal.
Although the cost of such storage is not known at the present time, it is anticipated that such cost
noubt be substantial. The Company cannot predict at this time what diffleulties will be encountered
regarding disposal of nuclear wastes. The NIlc, along with other federal agencies, is in the process
of developing regulations and guidelines in this area. The Company expects to develop plans for the
disposal of its nuclear wastes after promulgation of these regulations and such plans will be subject to
regulktdrf approhdt. '

* ! usus .
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The Company has been advised by the companies operating, planning or constructing the other
nuclear generating stations in which the Company has an interest that they have contracted for certain
segments of the nuclear fuel production eyele thniugh various dates. The Company has further be(n
advised by the aponsors of the four operating nuclear generating stations that they have or will have
storago capacity to meet the spent fuel storage needs of the units through various dates ranging from
1985 to the late 1990's. Contracts for other segments of the fuel cycle will be required in the future,
and their availability, prices and terms cannot now be predicted.

Natformi Einergy l'olicy.

A national energy act was recently enacted dealir.g with coal conversion, gas deregulation, energy
conservation, energy taxes and utility rate regulation; the effect of this act on %e Company, including
its rates and fuel supply, cannot be predicted at this time.

Ertvirorsonental Matters.

The Company is subject to regulation with regard to air and water quality, and may be subject
to regulation with regard to other environmental considerations, by various ederal, state and local
authorities. The Company cannot forecast the effect of all such regulations upon ita generating, trans-
mission and other facilities, or its operations.

The application of federal, state and local standants to protect the environment, including but not
limited to those hereinafter described, involves or may involve review, certification or issuance of
permits by various federal, state and local authorities. Such standards, particularly in reganl to
emissions into the air and water, thermal mixing zones and water temperature variations, may halt,
limit or prevent operations, or prevent or substantially increase the cost of construction and operation
of installations and may require substantial investments in new equipment at existing installations.
They may also require substantial investments above the figures stated under " Construction Program"
for proposed new projects.

stir Gmility Control. Pursuant to the Federal Clean Air Act of 1970, as amended, the State of
New Hampshire acting through the New llampshire Air Pollution Control Commission ("APCC")
has adopted regulations containing standanls limiting emissions of particulates, sulphur oxides and
nitrogen oxides, which are generally designed to achieve and maintain Federal primary ambient air
quality standants. The Company believes that its fossil fuel generating units are being operated in
compliance with A PM "s regulations.

Pursuant te the 1977 amendments to the Clean Air Act, the APCC 1ms proposed lists showing
those areas of New Ilampshire which have attained or failed to attain national ambient air quality
standants, has revicued the Stete implementation plan, and has filed a revised State implementation
plan with the I?PA. It dois not appear that any of the revisions in the State implementation plan will
require the Company either to modify operations at any of its fossil fuel generating plants or expend
funds for additional air polhltion control equipment.

While coal now available and expected to be available in the future for the Company's Merrimack
Station presently meets all applicable requirements, if more stringent requirements become effective
which could not be met by such coal, the Company might have to install sulphr.r removal equipment at
substantial capital cost or take such other actions as n ay be required by regulatory authorities. The
installation of such equipment would increase operating costs and reduce the not capability of the units.
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In August,1976, a hearing by the Federal Energy Administration (now the Department of'

Energy) was held on the draft Environmental Impact Statement relative to a pn>hibition order
issued by the FEA under the Energy Supply and Environmental Coonlination Act of 1974
pn>hibiting two 50 31W units of the fi':. units at the Company's Schiller Station from burning oil as
their primary fuel. On 3 lay 7,1979, the Department of Energy notified the Company that it was
nseinding the pnihibition onler, which had never become effective; however, further action to require
conversion to coal might bo taken by the Department under the Fuel l'se Act of 1978. On July ",
1979 the NilPI'C ordered hearings to commence September 4,1979 in an investigation to determine
whether any of the five Schiller Station units shoubt be converted from burning oil to burning natural
gas or coal. Any conversions fn>m oil to coal wouhl require substantial expenditures and reduce the
capability of the units affected.

Wate r Quality Control. The Company has received from EPA, or from the 3faine Department
of Environmental Protection in the case of one generating station located in the State of 3faine, all
permits required under the Federal Water Pollution Control Act, as amended, for discharges of
thermal and other enluents from its generating stations. Such permits have varying expiration
dates and the Company has made and expcets to make timely applications for renewal. The EPA
issued enluent limitations cuidelines for steam electric power plants based on application of the best
practicable control technology (to be met by July 1,1977) and of the best available technology eco-
nomically achievable (to be met by July 1,1984), and alternate efiluent standanls with respect to
thermal discharges from stearu chetric power plants. The guidelines and standards impose rigorous
limitations upon the industry. An industry group filed an appeal in a Federal Court of Appeals
challenging the guidelines ami standards, and the Court of Appeals remanded the guidelines and
standanis to the EPA for reconsideration of certain of them. The Company is in compliance with the
July 1,1977 guidelines.

The discharge permit for the Company's Newington plant contains conditions requiring installa-
tion of some type of closed-cycle condenser cooling system if an exemption is not obtained. The Com-
pany has been studying the effects of the plant's operation on the aquatie environment of the Pisca-
taqua Itiver and will apply to EPA for an exemption to permit continuation of the present once-
through cooling. While it cannot be known what action EPA will take on such application when filed,
the Company believes that the resulta of its studies will support the granting of such exemption. If
the Company shouhl be unabb to obtain such requested exemption, it wouhl have to make substantial
capital expenditurer, to install the closed-cycle condenser cooling system.

Pursuant to a requirement in its discharge permit for its 3ferrimack plant located on the 3 ferri-
rnack River, the Company is studying the effects of the plant's operation on the aquatie environment
of the 3ferrimack River and expects to be ah!c to show, as required by the permit, that discharges
fnim the present once-through cooling system either are in compliance with the thern al limitations in
the permit or will not interfere with the resident and migratory fish in the affected portion of the
3ferrimack River.

The Company's construction and operation of the Seabrook plant, including environmental con-
siderations, is subject to regulation by the NRC and the EPA. See "Seabrook Nuclear Project" above.

Oth< r Environmental E.rpenditurcs. The Company's capital expenditures for environmental
protection facilities amounted to approximately $12,613,000 for 1978, the major portion of which was
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for facilities to reduce the thermal effect of the discharge of the Seabrmk plant condenser cooling
systems, with $250,000 for the control of water pollution at other Company facilities.

For the years 1979 and 1980 and for the years 1981-1952, there will be approximately $R,500,000,
$7,f 00,000 and $7,500,000, respectively, of further expenditures for these pollution control facilities.
The foregoing amounts are inel"ded in the construction expenditures set forth umler the caption
" Unadjusted 1979-1985"in the LSle under " Construction l'rogram." Any expenditures associated with
the conversion at the Schiller Station referred to above would be in addition to these amounts.

Employees, Salaries and Wages.

The Company has approximately 1,730 employees, of whom 359 are represented by unions with
which the Company has contracts. Such contracts became effective June 1,1979, and will expire on
.luly 31,1981. The contracts rethtt a 7.55; general wage increase effective .fune 3,1979 and an addi-
tional 7.95; increase effective . lune 1, 1980. Increases comparable to the June 3,1979 increase to
union-repn sented employees will be granted to non-represented employees.

Voluntary Wage and l* rice Guidelines.

The Company is subject to the voluntary Wage and Price Standards of the Federal Council on
Wage and Price Stability, which provide basically that annual increases of wages and benefit pay-
ments should not excee 175; amt that prices shoubt not be increased during 1979 more than .5 of ifc
behsw the average annual rate of increase during 1976-1977. The regulatory agencies are asked to
assure compliance to the fullest extent possible. The Company is unable to predict what effect these
standards will have upon its operations in the future.

11unicipalities and Cooperatives.

New Ilampshire law permits municipalities to engage in the production and sale of electricity,
including the power to condemn the plant and property of any existing public utility which is located
in the municipality. Under legislation enacted in 1975, inwnded primarily to enable all electric sys-
tems (including municipalities) to partNipate in regional bulk power supply projects, New Ilamp-
shire municipalities now have broader po ers with respect to contracting and extra-territorial activity,
as well as the power to finance through the iss ance of revenue bonds the ownership of new generating
units of at least 25 31W and new transmission 'acilities of at least 69 IW. The City of Berlin took
preliminary action in 19G9 and 1970 authorizing .w City to engage in the production, distribution and
s:de of electricity, but the matter has not been finally determined. The Company's revenues from sales
in the City of llerlin in 1978 were about $6,220,000 including revenues of about $3,229,000 from a
single f arge imlustrial customer. If the l'ity of Berlin were to aesplire ownership of the Company's
property, the Company woubt be entitled to compensation for the fair value of its property and any
severance damages. No other municipality serval at retail by the Company is, so far as is known to
the Company, taking steps to engage in such business.

New Ilampshire Electric Cooperative, Inc., a cooperative association financed by the Rural E!ee-
trification Administration, as well as five small municipal electric utiliti(s, operate in areas adjacent to
areas served by the Company. The Cooperative purchases most of its e'ectricity from the Company
and is subject to regulation by the NilPUC as a public utility.
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ItEPORT OF INDEPENDENT Cell'iiHED PUllLIC ACCOUN""' NTS

The lloard of Directors
Pt;nr.rc SratvicE C01TANY OF NEw IIAMIHHIRE

We have examinc.] the balance sheet of Public Sirvice Company of New llampshire as of Decem-
ber 31,1978 and the related statements of earnings, retained earnings, other paid-in capital aml
changes in financial position for each of the five ; cars in the period then ended. Our exarninations
were made in accordance .vith generally accepted auditing standards, and accordmgly included such
tests of the accounting records and such othe. auditing procedures as we considered necessary in the
circumstances.

In our opinion, the aforementioned financial statements present fairly the financial position of
Public Service Company of New Ilampshire at December 31,1978 and the results of its operations
and the changes ni its financial position for each of the five years in the period then ended, in con-
formity with generally accepted accounting principles applied on a consistent basis.

PEA'r, SHWICK, .TI'TCIIEIL & CO.

lloston, Massachusetts
February 16, 1979, except as to Note 8,

which is as of March 5,1979
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PUllLIC SEltVICE CO31PANY OF NEW ILDIPSIIIILE

BAIANCE SIIEET

ASSETS

July 31, December 31,
1979 1973

(Unaudited)
(Thousands of Dollars)

Utility Plant, at Original Cost (Note 1):
Electric Plant $516,360 $507,711

Less Accumulated Provision for Depreciation 142,979 134,373
_

;73,381 373,338

Uafinished Construction (Principally Nuclear Generating Projects)
(Note 8) 432,405 346,382

Net Utility Plant . 805,786 719,720

Investments (Note 1):
Nuclear Generating Companies 9,mo 9,529

Real Estate Subsidiary 4,168 4,472

Other, at Cost 184 184

Total Investments
-

14,042 14,185

Current Assets:

Cash (Note 3) 2,177 1,879

Accounts Iteceivable 21,132 27,5S8

Unbilled Revenue, Ihtimated (Note 1) 19,328 4,057

Fuel,3faterials and Supplies, at Cost 24,28s 20,743
Prepayments 1,170 3,330

Total Current Assets 71,095 71,597

Other Assets:

31iscellaneous Properties 453 314
Deferred Debits . 6,237 5,359
Unamortized Debt Expense . 985 926

Total Other Assets
~

7,675 6,599

$898,598 $812,101

See accompanying Notes to Financial Statements.
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l'UllIJC SEltVICE CO3It'ANY OF NEW IIA 311'SIIIItE

ilAI.ANCE SIIEET

cal'ITAI 1%ATION AND I,I Allli,lTIES

Calsitalization: July 31 DercenI.cr 31,
1979 1978Common Stock E<pu.ty:

Corninon Stock - $5 l'ar Valtn- (Note 5) (II""" li'*d )
Authorizal: 1H,(H)0,000 Shares "*""""'I**'I U"U" "I
Outstainling: 13,815,472 Shares ( 1978 - 9,786,969) $ 69,227 $ 48,935

Other l'aiil In Capital 165,110 108,232
Itetaineil Earnings (Note 6) 69.655 71,140

Total Common Stock Eeluity 341,022 228,307
Iteileemable l'n ferrni Stocks (Sinking I?uml) (Note 4):

Disidend l'ar Value 61.arre Ouentanding

7.6176 $100 120,000 12,000 12,000
9.007;, $100 1 F0,000 1S,000 1M,000

11.2476 $ 25 1,200,(HH) (1978-Nonc) 30,000 -

Total linleemable l'referrni Stocks 60,000 30,000

Non Itc.lecraable l'referrni Stocks (Notes i mol 5):
Diside nil l'ar Veluc 5harc. Hus. nan.fing

3.3576 $100 IO2,tN H) 10,200 10,200
4.50?E $100 75,0(H) 7,500 7,500
5.50[6 $100 19,217 (l978 - 58,622) 4,922 5,562
7.92?F $100 150,000 15S00 15,000

11.0076 $ 25 600,000 15,000 15,000
Total Non-linleemable l'referrni Stocks 52,622 53,562

I,ong-Term 1)cht -- Net (Note 7) 261,211 287,252
Current 1.iabilitirN:

Notes l'ayable-Ilanks (Note 3) 72,100 85,325
1,ong Term Debt to be lletirn! Within One Year (Note 7) 27,216 5,231
Accounts l'ayable (Note 3) 47,756 68,035
Diviilenils l'ayable 9,701 -

Accrun! Taxes 12,414 12,319
Accrun! Interest 8,5 11 6,215
Other 1,247 1,145

Total Current 1,iabilities 179,008 178,300
Deferrn! Crnlits:

Accumulateil Deferreil Investment Tax Crnlits (Note 1) 13,741 12,488

Accumulateil Deferrn! Ta'.es on income (Note 1) 27,469 21,716
Other 522 476

Total Deferre<l Creilits 41,735 34,680
('ommitments arn! Contingencies (Note 8)

$898,69M

See accompanying Notes to Financial Statemaita,~
$812,101

o
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PUllLIC SEltVICE CO31PANY OF NEW ILDIPSIIIItE

STATE 31ENT OF ItETAINED EAltNINGS

Seven Months
Ended Year Ended December 31,

July 31,
1979 1978 1977 1976 1975 1974

(Unaudited) (Thousands of Dollars)

Balance at lleginning of l'eriod $71,140 $58,725 $56,0s4 $51,936 $45,070 $40,613

Net Incoute 23,919 36,507 21,722 20,995 20,80s 16,300

95,059 95,032 77, A06 72,931 65,578 56,913

Deduct :
Inividends D,clared:

l' referred Stock, at Required
Annual Rates 5.514 6,394 4,925 4,851 3,416 3,379

Common Stock 19,56e 17,699 14,156 11,993 10,526 8,464

Total Dividends :25,404 24,092 19,031 16,S17 13,942 11,843

Italance at End of l'eriod (Note 6) $69,65'i $71,140 $58,725 $56,084 $51,936 $45,070

STATE 31ENT OF OTIIElt PAID-IN CAPITAL

Seven Months
Ended Year Ended December 31,
July 31,
1979 1978 1977 1976 1975 1974

(Unaudited) (Thousands of Dollars)

llalance at Beginning of l'eriod $105,232 $ 90,409 670,521 $54,411 $5J,102 $38,345

Execas of 1*roceeds over the l'ar Value on
the Issuance of Coruruun Stock:

Sold - 1,650,000 8 hares in 1974,
1,000,000 Shares in 1976, 1,200,000
Shares in 1977, 1,321,284 Shares in
1978 and 4,017,474 Shares in 1979 57,448 17,461 18,961 15,781 (24) 14,665

Conversions - 5.50% Convertible 1*re-
ferral Stock, 3,632 Shares in 1974,
97,515 Shares in 1975, 35,000 Shares
in 1976, 37,092 Sharen in 1977,
21,171 8 hares in 1978 and 41,029
Shares in 1979 735 407 751 739 2,061 89

l' referred Stock lasuance Expenses (1,275) (45) (124) (110) (728) -

_

11alanco at End of Period $165,140 $108,232 $90,409 $70,821 $34,411 $ 13,102

See accompanying Notes to Financial Statements.
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PUllLIC SEIWICE CO31PANY OF NEW IIA 31PSillllE

STATE 31ENT OF CIIANGES IN FINANCIAL POSITION
Twelve Months

Ended Year Ended December 31,
July 31,

1979 1978 1977 _ 1976 1975 1974

Hource of Funds:
From Operations:

Net income $ 39,197 $ 36.507 $ 21,722 $ 20,995 $ 20,508 $ 16,300
Principal Non Canh Charges

(Credits) to income:
Depreciation 15,170 14,752 14,117 13,791 13,522 11,626

D uity FundsAllowance for l
Used During Construction (11,309) (7,428) (6,093; (3,205) (1,573) (1,755)

Deferral Taxes and Investment
Credit Adjustments 10,431 7,024 5,610 2,517 6,400 4,136
Total from Operations 53,739 50,155 35,356 34,09s 39,157 30,275

From Outside Bources:
Halo of Long Term Honds and

Notes 60,000 60,000 25,000 15,000 22,300 85,000
Hale of Preferral Stock 30,000 - 18,000 - 15,000 -

Halo of Common Stock 78.162 21,309 "5,090 20,370 - 23,000
Change in short-Term llorrowing 2,775 30,"12 55,113 - (28,400) (20,830)
Adsance Payments from Joint

1*roject Participants 10,595 - - - - -

Total from Outside Hources 1%I,535 114,521 123,205 35,m 70 8,900 47,142
Dierense in Working Capital - 33,510 - 44,939 5,100 -

Total $235,321 $19*,136 $15s,561 $114,907 $ 53,157 $ 77,417

Application of Funds:
Property Additions $ 191,500 $173,539 $114,310 $ 70,252 $ 38,313 $ 46,926
Allowance for Equity Funds Uneil

During Construction (11.309) (7,80s) (6,093) (3,"05) (1,573) (1,735:
Dividends 32,171 24,092 19,081 16,817 13,912 11,583
Enluction of Long-Term Debt 2,756 5,917 9,271 29,517 947 882
Increnne in Working Capital 12,8 4 ~ "O,378 -- - 19,528
Other Applications-Net 4,359 2,736 1,614 1,496 1,528 25

Total $235.324 $ 195,4 86 $155,561 $114.90f $ 53,157 $ 77,41f

incrmae (Dierease) in Working Cag i.
tal Other Than short-Term Debt:

Canh and Cash Investments $ (3,316) $ (3,050) $ (442) $ (2,467) $ 1,370 $ 1,625
Receivabim 4,229 5,596 2,195 (1,157) (3,411) 10,451
Inventories 7,352 3,707 (3,020) 2,564 3,696 6,314
Long-Term Debt to be Retirol

Within One Year 7,741 3,.s 7 20,332 (28,911) 95 25a

Accounts Payable (4,141) (33,125) (1,500) (13,339) (6,344) (5,053)
Dividends Payable (3,521) - - - - -

Accrued Taxes (2,090) (11,470) 3,090 (1,054) (2,220) (270)
Other 6,623 1,435 (257) (576) 1,717 5,906

Total increase (Decrease) In
Working Capital Other
Than Bhort Terra i Debt $ 12,847 $ (33,510) $ 20,378 $(44,939) $ (5,100) $ 19,528

I kbIi See accompanying Notes to Financial Statements. }35



NOTES TO FINANCIAL STATE 31ENTS
(Information relatrd to periods subsequent to December 31,1978 is unaudited)

1. SU113f AnY oF ACCOUNTING l'oLICIFE

Ilegidations and Opcrations: The Company is subject, as to rates, accounting and other matters,
to the regulatory authority of the New IIampshire Public Utilities Commission (NilPUC), the Federal
Energy Regulatory Commission (FEItC) and, to a lesser extent, the public utilities commissions in
other New England states where the Company does business.

Investments: The Company follows the equity method of accounting for its investments in
nuclear generating companies and in its wholly-owned real estate subsidiary. The Company's invest-
ment in this subsidiary is principally in the form of advances. The Company's investments in
nuclear generating companies are:

O nner hip July 31, December 31,
Company Percent 1979 1978

(Thousands of Dollars)

Yankee Atomic Electric Company 7% $1,530 $1,443

Connecticut Yankee Atomic Power Company 5% 2,439 2,335

3faine Yankee Atomic Power Company 5% 3,371 3,427

Vermont Yankee Nuclear Power Corporation 4% 2,330 2,324

$9,670 $9,529

In the care of each of the nuclear generating companies, pursuant to provisions of purchased
power contracts which are regulated by the FEltC, the Company is entitled to its ownership percent
of total plant output and is obligated to pay a similar share of each company's operating expenses and
return on invested capital. Approximately 10.9% and 10.5% of the Company's total energy require-
ments were furnished by these companies in 1978 and 1977, respectively.

Utility Plant: Provision for depreciation of utility plant is computed on a straight line method
at rates based on estimated service lives and salvage values of the several classes ef preparty. The
depreciation provisions were equivalent to overall effective rates ranging from 3.11% to 3.19% of
depreciable property for the five yeam ended December 31,1978. The rate for 1978 was 3.19%.

3faintenance and repairs of property are charged to maintenance expense. Replacements and
betterments are charged to utility plant. At the time proper.'ies are retired, the cost of property
retired plus costs of removal less salvage are chargd to the accumul. .cd provision for depreciation.

Op< rating Ilcrenues: Itevenues are based on billing rates authorized by tpplicable federal and
state regulatory commissions which are applied to customers' coasumption of electricity. The Com-
pany records estimated unbilled revenue, including amounts to be billed under a retail fuel adjust-
ment clause, at the end of accounting periods.

Income Taxes: The tax effect of differences between pretax income in the financial statements
and income subject to tax, which are the result of timing differences, are accounted for as prescribed
by and in accordance with the ratemaking policies of the NIIPUC. Accordingly, provisions for de-
ferred income taxes are recognized only for specified timing differences. e etions attributablem-
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NOTES TO FINANCIAL STATDIENTS - Continued
(!nformation related to periods sub-equent to Decernher 31,1978 is unaudited)

1. SUMMARY OF ACCOUNTING PoWCIES- Continued

to other timing differences are flowed through to net income as reductions of income tax expense. See
Note 2.

Investment tax credits earned are deferred and amortized to income over the lives of the related
properties.

Allowance for Funds Und During Construction: Allowance for funds used during construe-
tion is the estiuated cost, during the period of construction, of equity funds and borrowed funds useu
for construction purposes which are not recovered from customers through revenues. See Note D to
Statement of Earnings.

Pension Plan: The Company has a non-contributory pension plan covering all full-time em-
ployees who have met a minimum service requirement. The Company's policy is to fund current
pension costs accrued. Pension plan costs were as follows: 1974 - $1,320,000,1975 - $1,650,000,1976
- $1,850,400, 1977 - $2,112,000, 1978 - $2,400,000 and the twelve months ended July 31, 1979 -
$2,654,000. At December 31, 1978, vested benefits under th<> plan exceeded the market value of the
plan's assets by approximately $5,296,000. At that date, the total unfunded past service liability was
approximately S4,943,000.

Earninus Per Share: Earnings per share are based on the average number of common shares
outstanding, after recognition of preferred dividend requirements.

2. INCoMs TAXES

The components of income tax expense are as follows:
Tw.. e Months

bided Year Ended December 31,
July 31,

1979 1978 1977 1976 1975 1974

(Thousands of Dollars)
Federal:

Operating Income $ 4,843 $10,166 $ 1,297 $ 5,91rs $ 2,038 $ (1,342)
Other lacome and Dnluctions 131 (46) (113) _ (96) 159 (2,333)

4,977 10,120 1,1 S 1 5,719 2,197 (3,675)

14 tate, Inclue'd in Operating Income 2,705 2,46s 1,492 1,407 1,480 987

Total Current Income Taxes 7,632 12,rM 2,676 7,126 3,677 (2,6ss)
Deferred Federal:

Operating Income 9,071 5,527 3,$82 1,709 2,183 3,7f>4

Other Income and Deductions (4) (8) - 6 2 79

' ' '

Deferred State:
Operating Income 1"so 93 3 (37) 60 278

Total Deferred Income Taxes 9,217 5,612 3,855 1,678 2,245 4,111

Investment Tax Credit Adjustment 1,214 1,412 1,725 R39 4,155 25

Total Income Taxes $18,113 $ iv,612 $ 8.2s6 $ 9,643 $10,077 $ 1,448
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NOTES TO FINANCIAL STATDIENTS-Continued
(Information related to periods subequent to December 31,1978 is unaudited)

2. Iscostc TAXFS - Continued
In accordance with the requirements of the NIIPUC, provisions for deferred income taxes are

recognized only for the following timing differences:
Twelve Months

Ended Year Ended December 31,
July 31,

1979 1978 1977 1976 1975 1974

A portion of Depreciation and Amortization of
1*lant Facilities * $ 814 $ *54 $ 895 $ 815 $ 948 $ 904

Accrued and Unbilled Fuel Adjustment
Charges 1,667 1,049 36 (417) 669 3,125

The Interest Component of Allowance for
Fmds Used During Construction (see Note
D to Statement of Earnings) 6,740 3,713 2,954 1,274 600 -

Other (4) (s) - 0 0 79

$9,217 $5,612 $3,%5 $1,678 $2,2 65 $ 4,111

* Current income tax reductions attributable to (1) the tax depreciation permitted under the Class
life Al)lt System of the 1971 Revenue Act in excess of the tax depreciation permitted under the
Guideline Lives provisions of the 19G9 Revenue Act and (2) the amortization of certain pollution
control facilities over five year periods.

The principal reasons for the difference between the total tax expense and the amount calculated
by applying the Federal income tax rate to income before tax are as follows:

Twelve Months
Ended Year Ended December 31,

July 31 -

1979 1978 1977 1976 1975 1974

(Thousands of Dollars)

Incomo Defore income Tax $37,610 $56,119 $30,00s $30,638 $30,%5 $17,74 s

Federal statutory Itate (1979 Approx.) 46k2% 4sg 48 % 4s% 49 % 4s%
Expected Tax Expense 26,974 26,937 18,401 14,706 14A25 8,519
Increases (Iteduetions) in Taxes itesulting

from :
Interest and Oserhead Charged to Con-

struction and Expensed for Tax I'ur-
poses (6,245) (4,544) (3,377) (1,459) (979) (2,109)

Excess of Tax Over Book Depreciation (2,16to (2,265) (2,315) (2,773) (3.019) (3,924)
State Taxes Net of Federal Income

Tax Benefits 1,51% 1,332 777 712 s00 659
Unbilled Revenues (373) (629) (' 003 (181) (457) (501)2

Other Deductions, each less than 5%
of Expected Tax Expense (1,395) (1,219) (1,000) (962) (1,093) (1,195)

Total Income Taxes $ 1 s,113 $19,612 $ 8,236 $ 9,613 $10,077 $ 1,81%

The Company has ,uade an election under certain provisions of the Internal Revenue Code which
will result in the availability of additional investment tax credits for 1978 and prior years. Such
election will not affect net income hut will reduce the amount of income t xes currently payable by
approximately $6,000,0 >0.
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NOTES TO FINANCIAL STATEMENTS - Continued
(Information related to periods subsequent to December 31,1978 is unaudited)

3. Co3!PENSATINu llALANCES AND SHORT-TER31 DORRoWINGS
The Company uses bornswings from banks as an interim inethod of financing construction of new

facilities. At December 31,1978, the Company had a revolving credit agreement which permitted the
Company to borrow up to $U5,000,000 through April 30,1979 and also had line of en, lit agreements
which aggregated $5,350,000. See "Pniblems Facing the Company-Immediate Financing Program"
for information concerning an extension of and increase in the revolving credit agreement. The
Company pays conunitment fees on the revolving credit agreement and maintains compensating
balances for certain line of en dit agreements. The effective cost of born > wing under the revolving
credit agreement, including fees and assundng the available enslit is fully utilized, is 1169 of the
prime interest rate of a specified bank. impensating balances amounted to $305,000 at December
31,1978 and July 31,1979

The average interest rate on short-term born > wings at December 31,1978 and .luly 31,1979 was
12.049 at both dates. During 1978, maximum short-term born > wings were $88,112,500; the average
amount outstanding (based on month-eml balances) was $66,911,45S; and the weighted average inten st
rate was 11.369 computed with commitment fees included in interest expense. During the twelve
months ended July 31,1979, maximum short-term borrowings were $114,100,000; the average amount
outstanding was $78,741,667; and the weighted average interest rate was 13.499

At December 31,1978, accounts payable included deferred payments to vendors of approximatdy
$7,500,000. Such deferrals, with interest, were paid in January, IDE At .luly 31,1979, accou nts
payable included advance payments aggregating $10,600,000 from other Seabrook participants agaim.
their present ownership intere:.ts in the project. These advances are secured by the Company's
interest in nuclear fuel for the Seahnnk pn> ject.

4. ICEnEE5! AnEE PHEFElmEn STOCKS

The Articles of Agn ement authorize the Company to issue 1/;50,000 shares of Prefern91 Stock,
$100 Par Value and 2,000,000 sinres of Preferred Stock, $25 Par Value. The dividends of all series
outstanding are cumulative.

Hedeemable preferred stocis issued during the five years and seven months ended July 31,1979
wero $18,000,000, 99 Dividend Series in October 1977 and $30,000,000,11.249 Dividend Series in
May,1979.

SinFug Fund provisions reipiire the Company to redeem all shares at par on the basis of 4,800
shares annually beginning in 1984 for the 7.649 series,10,800 shares annually beginning in 1982 for
the 99 series and 60,000 shares annually beginning in 1985 for the 11.249 series. The annual
Sinking Fund requirements with respect to Redeemable Preferred Stock are as follows: 1979 through
1981 -- none,1982 - $1,080,000,19S3 - $1,080,000 and 1984 - $1,560,000.

Subject to certain refunding limitations, Hedeemable Preferred Stocks are redeemable for other
than Sinking Funds at redemption prices of $106.37, $109.00 and $27.75 for the 7.649, 9.009 and
11.249 series, respectively.

5. NoN-REnEE5nuCE PnErEnaEn Stocks
During the five years and seven months ended July 31, 1979, the Company issued (in October

1975) $15,000,000,119 Dividend Series Preferred Stock without mandatory redemptmn requirements.
General redemption prices of preferred stocks without mandatory redemption requirements are:

3.359 Series $100.00, 4.509 Series $102.00, 5.509 Series $100.00, 7.929 Series $105.94 and 119
Series $27.75.
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NOTES TO FINANCIAL STATE 31ENTS - Continued

(Information related to periods sub,cquent to Decernher 31,1978 is unaudited)

5. NoN-Itnaznauu: Parmmun STocxs-Continued
At July 31, 1979 there were reserved for issuance upon conversion of the 49,217 shares of

Convertible Preferred Stock,5.509 Dividend Series, 218,063 shares of Common Stock based upon the
conversion price of $22.57 per share (the Convertible Preferred Stock being taken at its par value of
$100 per share).

6. DmDEND ltESTIUCTION

Pursuant to terms of the (!cneral and R(funding 3fortgage Indenture, dividends may not be paid
on the Conunon Stock in excess of Net income accumulated after January 1,1978 less the aggregate
amount of all dividemls paid or declared .m the Preferr d Stock of the Company during such period
plus $32,000,000. At December 31,1978, and at July 31,1979 Retained Earnings of $44,415,000 and
$42,929,000, respectively, were not subject to dividend restriction.

"" " g'" '

7. LONo-TEnM DDrr '

]

(Thousands of Dollars)
First Mortgage Bonds:

Series E- 3 W, Due 1979 $ - $ 3,356
Series 11 - 31/dL, Due 1984 10,4S3 10,483

Series I- 3%9, Due 1986 7,012 7,047
Series 3I- 4%g, Due 1992 21,964 22,149
Series N- 6%9, Due 1996 15,874 15,910
Series 0 - 6%9, Due 1997 14,122 14,173
Series P- 7%%, Due 1998 14,217 14,277
Series Q- 9 %, Due 2000 19,205 19,206
Series R- 7%%, Due 2002 19,455 19,455
Series S- 9 9, Due 2001 19,643 19,778
Series T - 12%9, Due 1981 24,719 25,000
Series U - 10%%,1)ue 1985 15,000 15,000
Series V- 9%9, Due 2006 15,000 15,000
Series W - 10%%, Due 1993 10,000* 10,000*

206,724 210,834
Less- Deposited with Truste< of the (leneral and Refunding 3 fort-

gage Indenture as additional security for (;eneral and Re-
funding Bonds 10,000* 10,000*

Total First Afortgage Bonds 196,724 200,831
(leneral and Refunding 3fortgage Bonds:

Series A - 10%g, Due 1993 60,000 60,000

Promissory Note, Due January 3,1980 with interest at 1169 of lending
bank's prime rate plus 0.25g 25,000 25,000

Pollution Control Revenue Bonds:
8%%. Due December 1979 1,500 1,500
9 9, Duc Deecmber 1984 5,800 5,800

Total Long-Term Debt 2d9,624 293,134

Less: Long-Term Debt To Be Retired Within One Year 27,216 5,231

Unamortized Premium and Discount 597 651

27,813 5,882

Long-Term Debt - Net $261,211 $287.252
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NOTES TO FINANCIAL STATE 31ENTS - Continued

(Information related to perioda sub equent to December 31,1978 in unaudited)

7. lx)No-Trnst Drarr - Continued

The annual Sinking Fund requirements with respect to First 3fortgage Bonds, which may be met
by the payment of cash or bonds or, up to one-half of their amounts, by the certification of additional
property, are as follows: 1979 - $2,213,241,1980 - $2,463,241,1981 - $2,636,318,1982 - $2,052,934,
1983 - $2,052,984 and 1984 - $2,052,984. Annual Sinking Fund requirements with respect to the
General and Refunding 3fortgage Honds are $5,460,000 payable in cash beginning in 1983.

lxmg. term debt maturities, excluding the aforementioned Sinking Fund requirements, are as
foilows: 1979 - $4,856,000,1980 - $25,000,000,1981 - $25,000,000, 1982 - None, 1983 - None and
1984 - $10,283,000

Under the terms of the First 3fortgage Indenture and the General and Refunding 3Iortgage
Indenture, substantially all utility property of the Company is subject to the liens thereof.

8. Costattn!ENTH AND CONUNGENCH3

The Company (both as sole and as joint owner of facilities) and the nuclear generating companies
in which the Company has investments, in common with other electric utilities, are subject to present
and developing regulations with reganl to air and water quality, nuclear plant licensing and safety,
land use and other environmental matters by various Federal, state and local authorities. It is i m
sible that compliance with such regulations may require additional capital expenditures and increased
operating costs not now determinable in amount.

If the Company's construction program is not reduced as described in the next paragraph, con-
struction program expenditures are forecast to be $195,700,000 for 1979 and $911,600,000 for 1980
thnmgh 1985 (excluding allowance for funds used during construction). These estimates included
$158,700,000 and $591,200,000, respectively, for the Company's interest in a nuclear generating station
under construction in Seabnok, New llampshire, and $5,300,000 and $70,500,000, respectivt ly, for the
Company's interests in other nuclear generating units owned on a tenancy-in-common basis with other
New England utilities. The Company's ownership interests and its share of total expenditures
included in Unfinished Construction for the jointly-owned nuclear facilities in which it is participating
are as follows:

Ow ner. hip July 31, December 31
Percent 1979 1978

(Thousand cf Dollars)
Sewrook #1 and #2 50.0000 % $388,200 $307,800

Pilgrim #2 3.4700 10,800 9,600

3fillstone #3 3.8910 23,800 21,200

$422,800 $138,600

On 3farch 3,1979, the Company's lloard of Directors directed management to proceed to sell all
of the Company's Pilgrim #2 and 31illstone #3 ownership interests and to reduce its ownership inter-
est in the Seabrwk nuclear plant by offering 22% to other Seabrook participants. See " Problems
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NOTES TO I'INANCIAL STATEMENTS - Continued

(Information related to periods sub equent to December 31,1978 is unaudited)

8. C0113HTa!EN'm .WD CONTINGENCD:S - Continued

Facing the Company" for a description of the proposed arrangements for the reduction of the Com-
pany's interest and the effect ul such agreemen s on the Company's financing plans for 1979 and
subsequent years.

Construction of the Seabrook project has required numerous approvals and permits from various
state and Federal regulatory agencies. The process of obtaining these approvals and permits has been
long and complex, has been consistently opposnl by a number of intervening groups, has included
demonstrations at the Seabrook site and has been plagued by lengthy delays which have resulted in
greatly increased costs for the project. One court appeal from Federal regulatory approvals is pending
and further appeals are possible. The Company is unable to predict what effect financing problems
or further administrative or court decisions relating to Nuclear Itegulatory Commission or Environ-
mental Protection Agency actions may have on the Company's ability to complete the project or on
the cost of the project.

9. UNAt'DITn) llEltACl3!ENT COST INFORAI ATION

The replacement cost data described in this note has been compiled in response to regulations
promulgated by the Securities and Exchange Commission and represents, in the opinion of manage-
ment, reasonable estimates of replacement costs given the guidelines of the regulations. Ilowever,
impreeP.hns exist and subjective judgments have been made in the estimating process. Also, certain
incomo effects which might result from the replacement of productive capacity are not rejuired to be
described by the regulations and have not been evaluated, including the impact of rephicement on
capital costs and taxes. Furthermore, the regulations do not call for a description of all factors
which may result from inflation, including the impact of long. term debt outstanding in a time of
inflation and these have not been evaluated or included in the replacement cost data presented.
Consequently, in the opinion of management this note is of limited usefulness in the evaluation of the
impact of inflation on the financial position or results of operations of the Company. Furthermore,
the disclosure of this replacement cost data should not be construed as a plan to replace existing
productive capacity, and the actual replacement of productive capacity may not take the form
implied by the techniques used to develop the estimates. Finally, the replacement cost data presented
in this note should not be taken to be management's estimate of the current value of existing prop-
erty, plant and equipment.

The Company's operating costs ami the recovery of its investment in utility property are signifi-
cantly affected by inflation and the current and expected more stringent environmental regulations.
Iteplacing existing utility property with equivalent productive capacity will require substantially
greater dollars of capital investment than was required to construct or acquire the property originally;
but replacement cost is not normally considered in the rate making process, since only the historical
cost of utility property is normally inchided in the rate base upon which the Company is allowed
to earn a fair rate of return. Ilowever, the cost of replacement property, when existing productive
capacity is actually replaced, is expected to be included in the rate base.

"
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Y9TES TO FINANCI AL STATDIENTS - Continued
(Informatior. < . lated to periods sub equent to December 31,1978 i* unaudited)

9. UxArmTm lunAcnir.xT Cost lxrORM ATION - Continued

The computed replacement cost of th< Company's productive capacity, depreciated replacement
cost and related depreciation exp(nse and corresponding historical cost data are presented below
for December 31,1978 and 1977:

Deceml>cr 31,1978 December 31,1977
1%:imated Estimated
Heplace. Heplace-

Ilistorical ment liiatorical ment
feet Casst Cost Omnt

Utility Plant: (Thousands of Dollars)
Plant in Service Subject to Iteplacement

Cost Disclosure $493,050 $1,452,671 $472,510 $1,345,446

Construction Work in Progress 346,382 346,352 196,825 196,825

Other Property, at IIistorical Costs 14,631 14,631 14,558 14,558

Total 854,093 1,813,684 683,693 1,556,629

Accumulated Protision for Depreciation 134,373 435,985 122.364 381,292

Net Utility Plant $719,720 $1,377,699 $561,529 $1,175,537

Depreciation Expense $ 15,417 $ 45,479 $ 14,731 $ 42,163

(invrating Plants: Fuel generation replacement costs were estimated on the basis of current
construction cost per megawatt at December 31,1978 and 1977 developed by engineering studies and
applied to essentially the generation mix at the end of each year. Hydro generation replaecment
costs were calculated using the Handy-Whitman Index.

Tre.rsmission und Distribution Plant: IIigh voltage transmission line replacement costs were
computed based on engineering studies which determined the cost per mile of line at the end of each
year. The replacement costs of certaiu transmission substations were computed based on costs and
technology at the end of each year. The replacement costs of the remainder of transmission facilities
along with the replacement costs of all distribution plant were calculated using the Handy-Whitman
Tndex.

(h neral Plant: Estimated replacement costs of buihlings were developed by applying the
estimated cost per square foot at the end of each year to the then present facilities. Estimated re-
placement costs for all other general plant were developed by applying unit prices or the appropriate
Wholesale Price Index at the end of each year. Other property consists primarily of land and land
rights.

llenrce For Depreciation: Helat(d accumulated depreciation based on replacement costs was
developed by applying the same percentage relationship that existed between depreciable plant and
accumulated depreciation by functional groups on an historical cost basis at December 31,1977 and
1978 to the current replacement costs of the same groups.

Ihprcriation E.rprnge: Depreciation expense for the replacement costs of utility plant was
developed by applying the actual average rates and methods by functional groups in use to the
average of beginning and year end balances of depreciable replacement costs.
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DESCRINION OF TIIE IlONDS
The Series B Bonds will mature on September 15,1999 and will be is. *d under and secured by a

General and Refunding 3fortgage Indenture dated as of August 15,1978 and a First Supplemental
Indenturu to bo da*ed as of September 15,1979 (the "G&R Indenture") betwe en the Company and
New England 3ferchanta National llank, as Trustee. The lien of the G&lt Indenture is subject to the
prior lien of the Company's First 31ortgage (see " Security and Priority" below).

Interest on the Series B Bonds will accrue from the date of their initial issue and will be payable
semi-annually on each 3farch 15 and September 15 to holders of record on the prec' ding 3farch I or
September 1, rupectively. Principal and interest will be payable at the principal corporate trust
office of the Trustec in lloston, 3fassachusetts, and at an office of 3fanufacturers IIanover Trust
Company, Paying Agent, in New York City. The Series B Bonds will be issued only in fully registered
fonn without coupons in denominations of $1,000 or multiples thereof. No service charge will be made
for any transfer or exchange of Series B Bonds.

The brief summary herein of certain pnwisions of the G&R Indenture is merely an outline and
does not purport to be complete. It uses terms defined in the G&R Indenture and is qualified in ita
entirety by reference to the G&R Indenture which is an exhibit to the registration statement. Where
references are made to the Company's First 3fortgage Indenture dated as of January 1,1943 and
supplements thereto (the "First ,fortgage"), such references are qualified in their entirety by refer-
enee to the Finst 3fortgage, which is an exhibit to the registration statement.

Hedemption
Series B Bonds will be redeemable r.t the option of the Company as a whole or in part at any

time prior to maturity, on at least 30 Jays' .. tice given as provided in the G&R Indenture, at the
general redemption prices shown in the table below, expnssed as percentages of the principal amount;
proeided, hmemr, that neither the Series B Bonds nor any portion thereof shall be redeemed prior to
September 15, 1984, if such redemption is for the purpose or in anticipation of refunding such Bonds,
or any portion thereof, through the use, directly or indirectly, of funds borrowed by the Company
at 7 effective interest cost to the Company (computed in accordance with generally accepted financial
practice) of h ss than 12.309 per annum, and the Series B !!onds will also be redeemable for the sink-
ing fund on September 15,1989, or any September 15 thereafter (and at any time prior to maturity
through the application of certain release, insurance, eminent domain, and replacement fund moneys
and certain other moneys required to be deposited with and held by the Trustee, as a whole or in
part) on like notice, at the principal amount thereof, together in each case with accrued and unpaid
interest to the redemption date.

If redeemed at any time in the respective twelve-month period beginning September 15 in each
of the following years:

General Cencral
Hedemption Itedemption

Year Price Year Price

1979 112.00 % 1989 105.68 %
1980 111.37 1990 105.05
1981 110.74 1991 104.42
1982 110.11 1992 103.79
1983 109.47 1993 103.16
1984 108.84 1994 102.53
1985 108.21 1995 101.89
1986 107.58 1996 101.26
1987 106.95 1997 100.03
1988 106.32 1998 1018 M7'-,,



All outstanding G&lt llonds, including the Series H llonds, may also be redeemed in whole but
not in part on at least 30 days' notice at the option of the Company, by issuance in exchange there-
for of an equal aggregate principal amount of First 31ortgage lionds; and the Company covenants
that, if the First 3fortgage is amended to permit the issuance of First 3fortgage lionds against un-
licensed or disconnected property additions, it will so redeem all outstanding G&It Ilonds by exchange
of First 31ortgage llomls. The First 3fortgage lionds exchanged for the G&lt Bonds shall bear inter-
est at the same rate, shall have the same maturity, interest payment dates and redemption prices,
shall be so dated that rio gain or loss in interest shall result from the exchange, and shall be entitled
to the benefits of the same sinking furnis (except as the First 3fortgage may otherwise require) and
the same dividend limitations and the same re,trictions on the right of redemption, shall be entitled
to the benefits of the same replacement fund or maintenance and renewal covenant.

Sinking Fund

The G&lt Imlenture requires that the Company shall on or before September 15, 1939 and each
September 15 thertafter, up to and including September 15,1998, deposit with the Trustee the sum of
i4,500,000, payable in ca.sh or an equivalent prins ipal amount of Series 11 Ilonds. The Company
inay, at its option, pay to the Trustee prior to any t inking fund date as an additional sinking fund
payment an amount payable in cash or in Series 11 Donds not exceeding the amount of the mandatory
sinking fund payment; the right to make such additional sinking fund payment in any year shall not
he cumulative.

Itcplacement Fund

So long as any First Ertgage llonds remain outstanding, the Company will comply with the
requirements of the maintenance and renewal covenant under the First Ertgage, as described below.
When said requirements cease, the Company will be obligated under the G&lt Indenture to pay to the
Trustee as a replacement fuini 21/6 of the average of its investment in depreeichte property on the
last day of each nnmth of the previous calendar year. The replacenient furn! requirement may be
satisfied * y cash. G&lt Ilonds of any series, or Available Amount of Additional Pmperty. Additional
property evidenced under either the maintenance and renewal covenant of the First Ertgage or the
replan ment tutul under the G&ll Indenture may be used to offset certain retirements in computing
Available Net Additional Property.

31aintenance and Itenewal Cavenant

The First Ertgage contains a specific maintenance and renewal covenant providing that the
t'ompany will, during each calendar year, in the aggregate expeml for, or alh>eate Additional Prop-
erty to, or deposit in ca.sh with the Trustee on account of maintenance, repairs, renewals and replace-
ments, a total of not less than 15% of the gross operating revenues (after deduction of the aggregate
cost of electrie energy, gas and steam purchased for resale) during such period from the physical
properties, other than leased properties, covered by the First Ertgage and used for the Primary
Purposes of the Company's Ilusiness. Expenditures, deposits and alhications from insurance and
eminent domain proceedings and certain other sources may not he included.
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Security and Priority
The Series 11 Ilonds will be secun d by the (;&lt indenture equally and ratably with (;&It Ilonds.

of other series by a mortgage lien on substantially all the properties and franchises mvned by the Com-
pany at the time of the execution and delivery of tlm First Supplemental Indenture and on substan-
tially all pniperty and franchises subsequently acquire I by the Company, exn pt real pn>perty in
3faine and 3Iassachusetts acquin d after the filine of the First Supplemental Indenture and before
the filing of a further supplemental indenture specifically subjecting such after-acquind property
to such lien; subjwt, however, to the payment of the Trustee's charges, to the lien of the First 31 ort-
gage, to liens on after-acquired property existing at the time of acquisition or created in connection
with the purchase thereof not exceeding 60'; of the Cost or Fair Value, whichever is less, to certain
exceptions set forth in the descriptions of properties in the t|&lt Indenture and in the deeds referred
to in meh descriptions, atal to Perniitted 1.iens. Certain types of pn>perty an excepted fnun the
lien of the G&lt 'ndenture, incluWng, amone others; fuel, nuclear cores and materials; all gas, oil, and
other mineral properties and in rs uial property related thereto; supplies; cash; securities; contracts;
and accounts receivable. While the principal currently operating generating stations, dams, and
sub-stations are on land owned by the Company, the pcincipal transmission lines are nu.stly on lands
of others pursuant to easement rights. Ownership of generating stations now under construction is
held in undivided joint ownership with other utility participants.

No debt may be created by the Company ranking prior to or on a parity with the Series il Bonds
with respect to the security pnivided by the C&lt Indenture. except additional G&lt lionds issued in
the nianner summarized below, First 3fortgan" Ilonds pledged with the Trustee under the G&lt inden-
ture, obligations supported by additions and enlargements to property already subject to certain types
of prior liens (none of which currently exist ), and purchase money obligations existing or created in
connection with the acquisition of after-acquired pniperty not to exceed 605; of its cost or value.
Prior liens and I uchase money obligations, other than First 3fortgage lionds, shall tuit exceed "M;
of the sum of all outstamhng G&lt ilonds and oblientions (other than Pledged llonds) representing
liens prior to the (;&lt Indenture.

G&lt llonds are further secured by First 3forteage Ilonds which the company is obligated to
issue and pledge with the G&lt Trustee. Upon any application to issue G&lt lionds (including the
Series 11 lionds) or certain other actions, the company is requinst to deposit as a pledge with the
G&lt Trustee First 3Iortgage lionds (" Pledged llonds") in the maximum anmunt then issuable, sub-
ject to certain optional limitations. The Pledged llonds an secured, together with all First 3fortgage
lionds now issued and outstanding under the First 3Iortgage. by a direct first mortgage lien on sub-
stantially all the property of the Company, and after-acquired property to the extent permitted by
law, subject only to excepted property and Permitted Encumbrances. 1:nder the First 3fortgage,
additional First 3fortgage lionds may be issued against the retirement at maturity of a like amount
of First 31ortgage lionds or against 605; of the Net Amount of Additional Property; however, in the
G&lt Indenture the Company has covenanted to issue First 3fortgage Ilonds only for pledging with
the G&lt Trustec. The Company has also covenanted in the G&lt Indenture not to permit certain
modifications to the First alortgage which coubt reduce the amounts of First 3Iortgage Ilonds issuable
in the future, for the purpose of pledging under the G&lt Indenture. The Pledgul llonds will be
nont rans ferabic.

In PR8, w hen $60,000,000 of G&lt lionds, Series A, were issueil, the Compaay deposited
$ 10,000,000 of Pledged lionds and the Company intends to issue $9,302,000 of additional Phsiged

4G
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Ilonds upon the issuance of the Series 11 llonds. liceause of provisions in the First 3fortgage which
limit the availability of pniperty additions to support issuance of a hlitional bon <ia (see " Financing-
3fortgage llonds"), then can be no assurance that the deposit of significant amounts of Pledged Ilonds
will occur win n subsequent series of G&lt llonds are issunl. The Lompany does not pay interest on
the Pledged lionds. The principal benefit to holders of G&lt llonds pnivided by the Plederd llonds
will be that, in the event of a reorganization or insolveney of the Company, the albicati.m to the
ledders of G&lt llonds may be increased by reason of their participation in the lien of the First 3 fort-
gave thneugh the Pledged llonds. Upon the n tirement of all non. pledged First 31ortgage llonds (in
2Wl, or earlier if such First 3fortgage Ilouds are called for redemption), the First 3fortgage will be
discharged and the G&lt llonds will become first mortgage honds.

I'nder the Atomic Energy Act, neither the Trustee nor any other transferee of the Pompany's
property may operate a nuclear generating station without authorization from the Nuclear Rekulatory
Commission.

Itelea e and Sub titution of Property
The G&lt Indenture provides that subject to various limitations property nmy be reh ased fnim

the lien thereof on a sale or other disposition upon the deposit with the Trustee of cash, purchase
money obligations or Additional Property equal to the Fair Value of the pniperty released.

Additional G&lt Ilond.
Additional G&lt llonds of any series may be issued as follows: ( A) against 609 of the Available

Net additional Property, (11) to refund a like amount of First 3Iortgage 11onds of any series which
are not then Funded, (G) to refund a like amount of bonds which are not then Fumbd originally
issued under a mortgage (the lien of which is prior to the lien of the C&lt Indenture) existing on
property at or immediately prior to the time of acquisition by the Company of such property, (1)) to
refund a like amount of G&lt ilonds of any series which are not then Fmuled, and ( E) against the
deposit of money. 3foney so deposited may be withdrawn in amounts equal to the principal amount
of G&lt lionds otherwise issuable against Available Net Athlitional Property or to refund bonds.

When issuing G&ll llonds against Additional Property or the deposit of money, the Company
must demonstrate that Net Earnings (not including any AFCI)U in excess of 109 of Net Operating
llevenues but including revenues subject to refurnl unhss there has been issued a final decision, which
has not been stayed, of a regulatory cimunission or a court onlering a refund of such revenues) for
any 12 consecutive calendar months within the preceding 15 calendar months are at least twice the
annual interest charges on all G&ll llonds outstanding and applied for and on all equal or prior lien
indchtedness (excluding Pledged llonds). Except in certain instances, no earnings test is required
in connection with the refunding of a like amount of botuls.

()r t he $60,000,000 principal amount of Series 11 llonds, 49,302,(MH) will be issued against the
retirement at maturity in 1978 and 1979 of a like principal amount of First 3fortgage lionds, Series
I) and B and the balance will be issued against 009 of Available Net Additional Property. As of
July 31,1979, the approximate Available Ne t Additional Property against which G&lt llonds might
he issued was $106,940,002 w hich will be reduced to $222,443,335 after giving effect to issuance of
Series 11 Ilonds. The actual earnings coverage ratio under the G&lt Imlenture is 3.3S for the twelve
months emhsl July 31,1979. The pro forma earnings coverage ratio is 2.54 after giving effect to the
issuance of the Series B Bonds.
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Dividend llevriction
So long as any of the Series II Ilonds are outstanding, the Company may not declare or pay any

dividend (other than dividends payable solely in shares of common stock), or make any other distri-
bution on, or purcha.se, any shares of its common stock at any time outstanding (other than by new
common stock financing), if after such action the amount of such dividends, distributions, and pur-
chases (at cost) subsequent to December 31, 1977, would exceed its Net Income subsequent thereto,
hws the amount of all dividends paid or declared on its preferred stock, phis $3?,000,m

Edification of the G&lt Indenture
The G&lt Indenture may be modified with the consent of the holders of CGy|C of the G&lt Ilonds

at the time outstanding (or, if one or more but less than all the series of G&It lionds woubt he ma.
terially adversely affected,66969 of the total bonds of the one or more series so affected). No such
modification shall (a) affect the payment of principal, premium, and interest on any G&lt lionds, or
extend the maturity or time of payment, without the consent of the holder or the G&lt liond affwted,
(b) reduce the above specifled percentages of G&lt llondholders, or (c) permit the creation by the
Company of any lien not otherwiw permitted ranking prior to er on a parity with the lien of the
G&lt indenture. No nmdification may be made which would conflict with the Trust Indenture Act of
1939 as then in effect. The Trustee is not obligated to execute a supplemental indenture which would
affect its own rights, duties, or immunities un Ier the G&It Indenture.

The Trustee
If the Trustee acquires any conflicting interest it shall either el:minate it or resign. There are

limitations on the rights of the Trustee in respect of certain payments and property received by the
Trustee within four months prior to default. The Trustee may become the owner or pledgee of G&lt
Ilonds as freely as if it were not the Trustee.

The holders of a majority in principal amount of the G&lt llonds outstanding may require the
Trustee to take certain action, except when forbidden by law or when the Trustee in good faith shall
by its responsible officers determine that such action wouhl involve the Trustee in personal liability
or wouhl be unjustly prejudicial to the other G&It Ilondholders.

Defaulta

The following are termed events of default: (a) failure to pay principal, premium er sinking
fund installment when due; (b) failure for 5 days to pay interest; (c) failure for 30 days to pay any
replacement or analogous fund installment; (d) default under the First 31ortgage or certain other
mortgages; (e) failure for 30 days after notice from the Trustee to perform any other covenant or
agreement; and (f) certain events of bankruptcy, insolveney, or reorganization. The Trustee may
withhohl notice to the G&lt Ilondhohlers of any default, except default in the payment of principal,
int (rest, or any sinking, replacement, or analogous fund installment, if its responsible officers in good
faith determine that withhohling such notice is in the interests of the G&It liondholders.

Evidence to be Furnished Trustee
Evidence is required periodically as to the absence of default in connection with certain annual

sinking and replacement fund requirements and as to compliance with certain other terms of the G&lt
Indent ure. Further, prior to issuance of additional G&lt llonds, release of property, withdrawal of
cash, and various other actions under the G&lt Indenture, evidence as to the absence of default and
as to compliance with certain terms of the G&It Indenture is required.
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LEGAL Ol'INIONS

The validity of the Series 11 Ilornis will be passed ulnin for the Company by Italph II.
Wenn!, IN uire, Vice l' resident and General Counsel of the Company, and by Stessm. Italum & Gray,i

Itoston, 3f axsachusetts, and for the I'nderwriten by Alessrs. Choate, Ifall & Stewart, Iloston, 3la.ssa-
chusetts, ineth of which firms, as to the organization and existence of the company, appnivals of state
commissions and legal conclusions affected by the laus of New Ilampshire, Vermont, 3f aiae and
l'onnecticut, may rely upon 1(alph II. Lui Italph II. hul ow ns, jointly with his wife,300 shares
of the Cornpany's Common Stock,

EXI'EltTS

The financial statements included herein so far as they pertain to each of the five years in the
perimi ended 1)ccember 31,1978 have been so included in reliance upon the reluirt of l' eat,3!arwick,
afitchell & Co., independent certified ruhlic accountants, and upon the authority of said firm as
experts in accounting and auditing.

Italph l!. Wood, Ewinire, Vice l' resident and Gen < ral Counsel of the Company, has reviewed the
statements made herein as to matters of law ami legal conclusions under the subcaptions " Joint
l'nijects", "Seabrook Nuclear l'roject", "llegulation", "llates- New llampshire Itetail", "Itates -
Other ","I'uel Supply","Envininmental 3f atters"," Employees, Salaries and Wages" and "31unicipali-
ties anel Cooperatives" ur. der the caption "llusiness", and under the caption "l)escription of the
Ilonds" .\lessrs. I(opes & Gray have reviewed the statements nride herein as in matten of law and
legal conclusions uuh r the subcaptmns "3fortgage lionds" aml "I' referred Stock" under the caption
"l'inancing", under the subcaptions "New England l'ower l'ool" and "Scahnsok Nueh ar l'roject"
under t he caption "Itusiness", under the caption "lieseription of the Ilonds" aml concerning the
jurisdiction of I/El(P, the NI(C arul the 3f assachusetts I)cpartment of l'ublic I*tilities under the
caption "llusiness - Itegulation." Such statements are included on the authority of such person and
firm as experts.
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UNDERWHITING

Tho names of the several Underwriters and the respective principal amounts of Series 11
lionds which they have severally agreed to purchase from the Company, subject to the terms and
conditions specified in the Underwriting Agreement filed as an exhibit to the llegistration Statement,
are as follows:

Principal Principal
Name Amount Name Amount

Ulyt h Ibtman Dilk,n & Co. Incorponteil $ 9,125,000 Josephthal & Co. Incorperated $ "50,000
Kidder,1% body & Co. Incorporated 9,425,000 La.lenburg, Thalmann & Co. Inc. 650,000
A d s ent , Inc. 650,000 Laidlaw Adams & Peek Inc. 250,000
American 8ecu rities Corpora t ion 650,000 Luard Prere< & Co. 1,000,000
A. E. A nms & Co. |ncorporated 650,000 Iseg Af awn Wood Walker Incorporated 350,000
Itache IIalsey Stuart shields Incorporated L000,000 lehman llrothern Kuhn Isseh incorporated 1,000,000
llacon, Whipple & Co. 350,000 A.1:. 3f asten & Co. Incorporated 250,000

Itobert W. Itaird & Co. Incorl*> rated 350,000 AleDonald & Company 350,000
Itarrett & t'ompany 250,000 3f rrrill Lynch, Pierce, Penner & Hmith
llateman Lichler, llill llichard,. I nco rpira t e,1 1,000,000

Incor porat ed 350,000 Afoore, Leonard & Lynch, Incorporateil 350,000
Georgo K. Itnum & Company Ineurimrated "50,001 Sloscley, llallgarten, EstMirook & Weeden
lirar, st earm. & Co. 1,000,000 I ne. tl50,000
Han ford C. Iternstein & t 'o., In?orp4 rated 350,000 Neuberger & Ucrman :'50,000
Wdham lilair & Company 350,000 The Ohio Company 350,000
Illunt 1:lli. & Inwi incorporated 350,000 Oppentwimer & Co., Inc. 650,000
lloettcher & Company 350,000 Paine, Web!cr, Jackwn & Curtis
J. C. liradford & Co. 350,000 incorporated 1,000,000
Alet Ilrown & bons 650,000 Parker /llt.nter Incortwirated 350,000
llurgew & Leith incorporated 350,000 Wm. E. Polh>ck & Co., Inc. 650,000
Itat her & Minger iuc. 350,000 Prescott, Itall & Turben 350,000
Itobert C. Ca rr & Co., Inc. "50,000 Itauscher Pierce Refsnes, Inc. 350,000
liain Unsworth Incorn ated 350,000 The Itobinson If umphrey Company, Inc. 350,000
Dillon, itead & ('o. Inc. 1,000,000 !!otan llosle Inc. 350,000
Donaldson, I.ufkin & Jenret te Necurities L. F. Itothwhild, l'nterberg, Towbin 1,000.000

Cor po nt ion 1,000,000 Salomon Brothers 1,000,000
Drexel Iturnham L;unbert i ncorpora ted 1,000,000 Shearson llayden Stone Inc. 1,000,000
A. G. Ed w a rd* & sons, Inc. 650,000 Smith Darney, IIarris Upham & Co.
Fahnest o< k & Co. 350,000 Ineorpora ted 1,000,000
Ferri * & Company, Incorporated "50,000 Mtuart Brothers 650,000
First Albany t'orporation 250,000 Suez American Corporation 350,000
The First Ito* ton 8 'orporation 1,000.000 Sut ro & Co. Incorporated 350,000
Iirst of Afichigan Corporation 350,000 Thomas & Company f r.corporated "50,000
Foster & Starshall Ine. "50,000 Thom ,n 3fcKinnou Securities Inc. 650,000
Freeman Hecuritie. Company, Inc. 350,000 Tuckrr, Ant hony & R. L. Day, Inc. 650,000
Goldman, Hach4 & Co. 1,000,000 Durton J. Vincent, Chesley & Co. 350,000
Gruntal & Co. 250,000 Warburg Paribas Becker Incorporated 1,f 00,000
lierzfehl & Stern 250,000 Wert heim & Co., Inc, 1,000,000
L. P. Ilutton & Company Inc. 1,000,000 Wheat. First securities, Inc. 350,000
Janney Afontgomery Scott Inc. N,000 Dean Witt"r Reynold4 Inc. 1,000,000
John * ton, Lemon & Co. Incorporated 650,000 Wood Gundy Incorporated 650,000

Total $60,000,000

The Underwriting Agreement provides that the several Underwriters are revluired to take and
pay for all of the Series 11 lionds offered hereby if any are taken. The obligations of the Under-
writers are subject to certain conditions prt eedent.

The Company has been advised by illyth Eastman Dillon & Co. Incorporated and Kidder,
Peabody & Uo. Incorporated, as liepresentatives of the .weveral Underuiters, that the Underwriters
propose to offer the Series 11 llonds to the public initially at the offering price set forth on the cover
pago of this Prospectus and to certain dealers at such price less a concession of not in excess of 1.59,
an '' that the I'nderwriters and such dealers may reallow a discount of not in excess of IF) to other
dealeri 'The Imb,li.c Cffiring price and the concessions and discounts to dealers may he changed by
the Rdr,osentatives.b
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No dealer, salesman or any other person has
been authorized to give any information or to
make any representations other than those con-
tained in this Prospectus and, if given or made, $60,000,000
such 'nformation or representations must not be
relied upon as hasing been authorized by the
Company or the Underwriters. This Prosrectus
does not constitute an offer to sell, or a solicita- PUBLIC SERVICE
tion of an offer to buy, any of these securities by " * * * Pany Underwriter in any jurisdiction to any per-
son to whom it is unlawful to make such offer or
solicitation. In such jurisdiction. The delivery of
this Prospectus does not imply that the informs-
tion herein is correct as of any time subsequent GENERAL AND REFUNDING
to its date.
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