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Members

Ashburnham
Belmont
Boylston
Concord
Danvers
Georgetown
Groton
Hingham
Holden
Holyoke
Hull
Ipswich
Littleton

Mansfield
Marblehead
Middleton
Paxton
Peabody
Rowley
Shrewsbury
Sterling
Templeton
Wakefield
West Boylston
Westfield

Project Participants

Ashburnham
Boylston
Braintree
Danvers
Georgetown
Groton
Hingham
Holden
Holyoke
Hudson
Hull

Ipswich
Littleton
Mansfield
Marblehead
Middleborough
Middleton
North Attleborough
Paxton
Peabody
Reading
Shrewsbury
South Hadley

The Massachusetts Municipal Wholesale Electric Company (MMWEC) is 

a not-for-profit, public corporation and political subdivision of the Common-

wealth of Massachusetts, created in 1976 through an Act of the Massachusetts

legislature. MMWEC provides a variety of power supply, financial and other

services to the consumer-owned municipal utilities of Massachusetts. It also 

is the operator and principal owner of the Stony Brook Energy Center, a 520-

megawatt, combined-cyle intermediate and peaking generating station located 

in Ludlow, MA. 

Sterling
Templeton
Wakefield
West Boylston
Westfield
Pascoag (RI)
Green Mountain Power*
Hardwick*
Ludlow*
Stowe*
Swanton*
Morrisville*

*Vermont Utilities
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United, we stand.

This phrase captures the spirit and

strength behind key accomplishments 

of MMWEC and its member utilities in

the past year. It also represents a state 

of being that will be important to

maintain in the years ahead, as the

growing implications of electric industry

restructuring underscore the ongoing

need for joint action by Massachusetts

municipal utilities.

MMWEC’s 25 member utilities 

have individual responsibilities that 

are as diverse as the utilities themselves,

from running a landfill gas generator 

in Westfield to financing a substation

upgrade in Holden to improve dis-

tribution system reliability. These and

other local activities go a long way

toward enabling municipal utilities to

provide top-quality electric service at 

the lowest possible cost, a goal shared 

by MMWEC with all of its members.

However, there are some issues,

such as the recent transformation of

New England’s wholesale power

marketplace into a Regional Trans-

mission Organization, that can impact

wholesale power costs for all market

participants but are largely beyond the

control of individual municipal utilities. 

Addressing these broader issues

requires a cooperative effort among

municipal utilities, which have greater

strength and influence when acting

together to achieve their goal of superior

service at competitive rates.

MMWEC continues to provide 

a voice for municipal utilities in the

regional and national forums where

electric industry rules are being

rewritten. MMWEC also is the vehicle

for its members’ participation in

wholesale power markets, interacting

with the market operator regularly and

providing services that help the mem-

bers maintain their strong financial

positions.

MMWEC has maintained the power

supply and financial expertise it needed

to accomplish its original task – to create

an independent public power supply for

municipal utilities - and now is using

that expertise, as it has grown since

MMWEC’s inception,  to develop power

supply recommendations to meet the

future needs of its member utilities.

United, we stand, because there 

are times when only joint action enables

municipal utilities to achieve their

common goals. The MMWEC member

and project participant utilities are

strong and independent entities in their

own right, but together, as part of the

MMWEC organization, they are even

stronger and more effective. With the

electric utility industry continuing to

change, there is an abiding need for 

joint action to address a variety of power

supply, financial, marketplace and

other issues. As these needs evolve,

MMWEC will develop the programs

and services required to help municipal

utilities remain competitive and efficient

far into the future.
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M E S S A G E F R O M M A N A G E M E N T

H. Bradford White,
Director and Chairman
of the Board

Raymond R. Shockey,
President

Michael A. Minkos,
General Manager and
Secretary
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Thomas R. Josie,
General Manager
Shrewsbury Electric &
Cable Operations

William J. Wallace,
Manager 
Wakefield Municipal Gas
and Light Department

Brian J. Bullock,
Manager 
Holden Municipal Light
Department

John Scirpoli,
Manager
West Boylston Municipal
Lighting Plant

Doris A. Chojnowski,
Manager
Groton Electric Light
Department
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In June 2004, MMWEC received 

a national award for community

service from the American Public

Power Association (APPA), recognizing

MMWEC’s “good neighbor” activities in

the Town of Ludlow, home to the Stony

Brook power plant and MMWEC’s

corporate headquarters. Among these

activities are MMWEC’s initiation and

ongoing sponsorship of the Junior

Achievement program, which began 

as a one-school project and has spread

to classrooms throughout Ludlow’s

school system.

While MMWEC’s contributions to

the town are significant, Ludlow is but

the tip of the iceberg when it comes to

Massachusetts cities and towns that

benefit from their association with the

Commonwealth’s municipal utilities. 

For more than 100 years, the

Massachusetts communities served 

by municipal utilities have received 

a wide variety of benefits, many of

which are tailored to meet specific

community needs.

Most fundamentally, there are the

benefits of local ownership and control

of the community’s electric facilities and

service, giving consumers a voice in the

provision of an essential public service.

In addition, the non-profit status of

municipal utilities means that every

dollar paid to the utility is used to keep

rates low, improve service or support

other community activities. There is 

no need to accumulate

profits to pay distant and

detached stockholders.

Many municipal

utilities make payments in

lieu of taxes to their local

governments, discount the

cost of electricity used for

municipal purposes, and

share their equipment and

expertise with other town

departments. These

activities and contributions

help keep local property

taxes down and benefit

school systems, recreation programs and

senior citizens, to name a few.

Where but in a public power town

such as Littleton would customers be

given the chance to voice their opinion

on the style and candlepower of replace-

ment streetlighting under consideration

to reduce the town’s electricity costs?

The Littleton utility installed different

types of lighting in two locations and

asked customers to register their

preference before proceeding with 

the project.

With municipal utilities taking a

leadership role, underground wiring

projects were completed in Marblehead

and Holden in 2004. Both

projects required coordination

among many public officials

and entities, but neither

would have materialized

without the expertise, partial

funding and local focus of

the towns’ municipal

utilities. Utility poles and

overhead wires are now

gone from Marblehead’s

quaint, historic downtown

area and Holden’s Main

Street, with lamppost lighting,

new sidewalks and numerous

other streetscape

improvements enhancing both areas.

Paxton’s municipal utility recently

entered into an agreement to maintain

the streetlights in the Town of Spencer,

which Spencer purchased from its

investor-owned utility, a project that 

will benefit both Paxton and Spencer.

Savings associated with a wind turbine

erected by the Hull municipal utility pay

the town’s streetlighting costs. Hull is

planning to erect a second turbine in

2005, and possibly a third to power a

proposed desalinization plant.

Westfield’s municipal utility built

and is operating a power plant that

burns methane gas from the city’s

landfill, generating enough electricity 

to power 150 homes and cutting the

city’s landfill maintenance costs by

$100,000 a year. The municipal utilities 

in Georgetown, Holden and Templeton

have undertaken or completed

significant improvements to their 

distribution systems. Constructing 

new fishlifts is one of many local

improvement projects that Holyoke’s

municipal utility is performing under 

its federal license to operate that city’s

recently acquired hydroelectric facilities.

These projects and activities

represent some of the added values that

Massachusetts municipal utilities bring

to the communities they serve, making

these utilities and their long tradition of

public service important assets for the

Commonwealth as a whole.
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Stanley W. Herriott,
Manager
Ashburnham Municipal
Light Plant

Wayne Snow,
Manager
Georgetown Municipal
Light Department

Robert V. Jolly, Jr.,
Manager
Marblehead Municipal
Light Department

Diane Dillman,
Manager
Paxton Municipal Light
Department

Linda Soucy,
General Manager
Rowley Municipal Lighting
Plant
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As non-profit, tax-exempt entities,

governed by local public officials,

Massachusetts municipal utilities are

subject to many of the same regulations

and financial standards that apply to

cities and towns. Their municipally-

oriented structure and operations 

result in a number of benefits for the

customers of these utilities, from the

ability to issue lower-cost, tax-free

revenue bonds to finance capital

additions, to access to low-cost power

from a federally-licensed hydroelectric

project in New York.

Laws and regulations applicable 

to municipal utilities generally defer 

to the decision-making authority of

municipal utility officials, rather than

mandating specific actions. For example,

Massachusetts municipal utilities have

the ability to set their own rates, without

review and approval by state regulators.

Like the municipal utilities,

MMWEC is a non-profit, tax-exempt

entity. In addition, MMWEC is a public

corporation and political subdivision of

the Commonwealth of Massachusetts.

As a result of their legal structure,

MMWEC and its municipal utilities 

are exempt from many provisions of 

the Massachusetts electric industry

restructuring law, passed in 1997. 

This has spared municipal utilities

and their customers much of the

upheaval associated with restructuring

in Massachusetts. In addition, while the

Commonwealth’s private utilities have

sold their power plants as a result of the

restructuring law, MMWEC and the

municipal utilities have maintained their

ownership in generating facilities, an

important hedge against the volatility of

wholesale power markets.

The major credit rating agencies

have looked favorably upon the muni-

cipal attributes of consumer-owned

utilities. In fact, in 2004, the rating

agencies recognized these and other

positive aspects of the MMWEC 

organization in reports that praised 

the financial and competitive health 

of MMWEC and its municipal utilities.

In declaring MMWEC’s financial

performance “consistently sound”,

Moody’s Investors Service cited a

number of strengths in MMWEC,

including higher levels of liquidity, the

accumulation of rate stabilization funds,

a supportive regulatory environment,

and the increasing role of MMWEC as 

“a key resource” for public power

systems in meeting the challenges of

industry restructuring.

The ratings reports also applaud the

credit strength and competitive rates of

individual municipal utilities, bolstering

the overall financial standing of the

MMWEC organization. 

Fitch Ratings characterized the

financial results of MMWEC project

participants as “very strong”, stemming

in part from their ability to keep rates

competitive while completing local

projects that improve the quality and

reliability of electric service.

MMWEC has enabled its member

utilities to aggregate their resources 

and reach beyond their city and town

borders in ways that have amplified 

the benefits of public power. MMWEC’s

power supply projects, programs and

services have been the vehicle for

municipal utilities to achieve power

supply independence, as well as many 

of their statewide and regional objectives.

In working through MMWEC to meet

their common needs, municipal utilities

indeed have achieved uncommon results.

The history of public power in

Massachusetts illustrates the value 

of municipal utilities and the effective-

ness of their joint action initiatives. 

And while the future may hold industry

restructuring and other challenges, the

public power team of MMWEC, its

members and project participants has

what it takes for continued success.
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U N I C I P A L

MMWEC Energy Resources

Market
Purchases
30%

MMWEC
Owned
33%

Contract 
Purchases
37%

MMWEC-owned generation supplies a third of
members’ energy requirements, with the balance
coming from contracts and market purchases.
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Coleen M. O’Brien-Pitts,
Director
Danvers Electric Division

John Tzimorangas,
General Manager
Hingham Municipal
Lighting Plant

H. Bradford  White,
Manager
Boylston Municipal Light
Department

Gary Babin,
Director
Mansfield Municipal
Electric Department

Timothy L. McCarthy,
Manager
Belmont Municipal Light
Department
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February 1, 2005 was an important

date in the history and development of

New England’s wholesale electric power

marketplace. On that day, the Regional

Transmission Organization for New

England (RTO-NE) began operation,

culminating more than a year of intense

negotiation and litigation on many

issues, including the rights of market

participants, the accountability of the

market operator, and the cost of

transmission service.

MMWEC participated in this

process together with other New

England public power entities as a 

way to strengthen the voice of public

power and share legal costs. The startup

of RTO-NE was made possible largely

through a settlement agreement orches-

trated by the Federal Energy Regulatory

Commission (FERC), which has been a

strong proponent of RTOs.

In the settlement, New England’s

power market participants, including

MMWEC and its members, lost the

rights they had as New England Power

Pool (NEPOOL) participants to cast

deciding votes on market rules and

changes in the rates, terms and

conditions of transmission service. 

The existence of NEPOOL itself was

threatened by the RTO-NE proposal, but

the settlement preserves NEPOOL as an

association of market participants, 

albeit with reduced and very different

authority and influence within the 

RTO-NE structure. Moreover, in the

settlement MMWEC fostered an

agreement that any residual assets of

NEPOOL, including certain rights, will

revert back to MMWEC and its members

if the RTO-NE structure disappears in

the future.

Does the startup of RTO-NE

represent an end to the accountability,

transmission and many other issues

associated with wholesale power market

operations? No, because some issues

were excluded from the settlement, and

the marketplace is continuing to evolve,

raising new issues as it does. To the

extent these issues impact the power

supply, financial and legal interests of

Massachusetts municipal utilities,

MMWEC will continue to be involved 

in their resolution.

At the same time, MMWEC

provides the day-to-day services that

enable its members to be effective

participants in the wholesale

marketplace, from bidding member

resources into the day-ahead and real-

time energy markets, to reconciling and

financing the payment of member bills

from ISO-New England. The job of

initiating, tracking and reporting

transactions for each of its members 

has become significantly more complex

and demanding in recent years. To meet

these demands, MMWEC is continuing

to upgrade its electronic systems and

maintain the high level of technical and

marketplace expertise required for

effective marketplace participation.

One example of how MMWEC acts

as a buffer between its members and 

the wholesale marketplace came in July

2004, when ISO-New England switched

from monthly to weekly billings to reduce

the exposure of market participants to

default. The result could have been a

significant increase in administrative

work for MMWEC’s members. Instead,

MMWEC changed its internal

procedures and payment arrangements

so that members continue to receive a

single monthly invoice from MMWEC

for their ISO bills, while MMWEC 

makes the weekly payments to the ISO

on behalf if its members.

Staying involved with wholesale

power market issues and participating 

in the marketplace on a daily basis are

important ways for municipal utilities to

protect their interests and address issues

that affect their costs and responsi-

bilities. MMWEC’s role is to perform as

many of these power market functions

as it can on behalf of its members,

freeing them to concentrate on the

important business of delivering a

reliable supply of electricity and

customer services at the local level.
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H O L E S A L E

MMWEC Capacity Resources

Market
Purchases
16%

MMWEC
Owned
58%

Contract 
Purchases
26%

Generating capacity owned by MMWEC meets more
than half of the members’ capacity requirements.

06356 Farrell   4/20/05  3:36 PM  Page 7



John Kilgo, Jr.
Manager
Sterling Municipal Light
Department

William F. Waters,
General Manager
Peabody Municipal Light
Plant

Raymond R. Shockey,
Manager
Ipswich Municipal Light
Department

Daniel J. Sack,
Superintendent
Concord Municipal Light
Plant

James M. Lavelle,
General Manager
Holyoke Gas & Electric
Department
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In meeting the electric require-

ments of their customers, MMWEC’s

member and project participant utilities

have developed an independent public

power supply that won praise in 2004 

for its adequacy, diversity and reliability.

After examining MMWEC’s power

supply, Moody’s Investors Service

reported that MMWEC is benefiting 

from “the continued solid operating

performance of the power plants in

which it has ownership, the diversity 

of its power resources, and the match

between its load requirements and

capacity.”

MMWEC’s ownership of approxi-

mately 700 megawatts in four power

plants – Stony Brook, Seabrook Station,

Millstone Unit No. 3 and Wyman Unit

No. 4 – represents the foundation of 

that power supply. MMWEC sells the

output from its ownership in these 

plants to participating municipal utilities

at cost. Complementing these MMWEC-

owned resources are several MMWEC

and individual member bilateral power

purchase contracts, a 52.3-megawatt

allocation of inexpensive hydroelectric

power from New York, and spot market

energy purchases. In addition, several

municipal utilities own and operate local

generating facilities.

In today’s marketplace, the fuel

diversity of these resources and the

balance between generation ownership,

contract purchases and spot market

purchases serves these utilities well.

By 2010, however, as bilateral

contracts expire and the demand for

electricity increases, MMWEC has

identified a projected, aggregate need

among its members for up to 320

megawatts of new resources. As it did 

in developing its initial public power

supply program 30 years ago, through 

a comprehensive power supply planning

process, MMWEC is helping its members

with the work of identifying, analyzing

and selecting resources that best meet

their future needs.

In 2004, MMWEC completed 

its analysis of generation ownership

alternatives, which serves as a bench-

mark for the analysis of other options,

including bilateral contract purchases,

load reduction programs and spot

market purchases. These analyses have

been conducted in the context of a

developing marketplace, weighing 

the projected benefits and risks of 

each alternative for individual 

member utilities.

In the coming months, MMWEC

will be presenting individually-focused

power supply recommendations to each

of its members that take into account

and address each utility’s specific needs

and resources. From that point, the

aggregate of the decisions by individual

utilities on how they plan to meet their

future resource needs will dictate

MMWEC’s course of action.

Power supply planning and

development is a dynamic process at

MMWEC, capable of accommodating

changes in the marketplace and

capturing new opportunities. In

December 2004, for example, MMWEC

entered into a 22-year contract with

Berkshire Wind Power LLC to purchase

the energy output and capacity of a 15-

megawatt wind project scheduled for

construction in 2005.

To ensure the longevity of its

existing resources, MMWEC is

supporting improvements and license

extensions at the Seabrook and

Millstone Unit No. 3 nuclear facilities. 

It also is performing the maintenance

and upgrades needed to maintain the

Stony Brook plant as a valuable asset. 

In addition, MMWEC is participating 

in the activities leading up to the federal

relicensing of the Niagara Hydroelectric

Project in New York, which provides

inexpensive hydroelectric power to all 

40 Massachusetts municipal utilities.

These and other activities will

enable MMWEC and its members to

maintain the adequacy, diversity and

reliability of their power supply in years

to come.
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L E C T R I C

MMWEC-Owned Generation
Ownership Ownership

Unit Name Share (MW)* Share (%) Fuel

Stony Brook Intermediate 321.3 90.76 Gas/Oil
Stony Brook Peaking 172.7 100.00 Oil
Seabrook Station 134.6 11.59 Nuclear
Millstone Unit No. 3 55.5 4.80 Nuclear
Wyman Unit No. 4 22.4 3.67 Oil

Total 706.5

*Based on 2004/05 winter unit ratings
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Sean Hamilton,
General Manager
Templeton Municipal Light
& Water Plant

John A. MacLeod,
Manager
Hull Municipal Lighting
Plant

Daniel Golubek,
Manager
Westfield Gas & Electric
Department

Mark T. Kelly,
Manager
Middleton Municipal
Electric Department

Savas Danos,
General Manager
Littleton Electric Light &
Water Department
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MMWEC has assembled a highly-

skilled team of professionals to provide

the power supply, financial, engineering,

plant operations and other services

needed to meet the needs of its member

and project participant utilities. An

experienced management team oversees

the company’s operations and facilities,

guided by a board of directors that

includes seven elected representatives

of member utilities, two gubernatorial

appointees and one representative 

each from the towns of Wilbraham,

Hampden and Ludlow who vote on

matters affecting their towns.

As a public corporation and political

subdivision of the Commonwealth,

MMWEC’s structure and many of its

functions are outlined in the company’s

enabling legislation, Chapter 775 of the

Massachusetts Acts of 1975. In 2004,

MMWEC refiled a proposal to update

Chapter 775, basically to provide the

company with more modern tools to

achieve greater financial and operating

flexibility in today’s markets.

MMWEC also revised its internal

audit process and completed a number of

other activities in 2004 to ensure that the

company is operating as efficiently and

effectively as possible.

The auditing firm of KPMG was

hired to work with the board’s Audit

Committee and staff to refocus internal

audits on the areas of highest risk and

develop value-added and best-practice

solutions. This work dovetails with

MMWEC’s Enterprise Risk Manage-

ment Program, which was initiated in

2003 to identify, assess and prioritize

company risks.

Recognizing the importance 

and value of its staff, MMWEC also

implemented the final portion of its 

new performance evaluation and

compensation plan in 2004. The plan

will help the company to motivate and

reward employees for superior

performance while maintaining a

competitive salary structure. MMWEC’s

employees include 60 professional and

administrative staff as well as 32 people

responsible for operation of the Stony

Brook power plant.

A sampling of other initiatives

includes:

• Installation of a 350-kilowatt

diesel generator to provide backup

power to MMWEC’s administrative

office building in the event of an outage,

a safeguard against the interruption of

MMWEC’s electricity-dependent

services.

• Approval by the state of MMWEC’s

new master file plan and records

retention schedule, which is part of a

broader effort to manage the growing

number of electronic records and

increase the uniformity of MMWEC’s

records keeping practices.

• Numerous technological

upgrades and improvements, including

the redesign of MMWEC’s public and

private websites, software upgrades and

electronic system enhancements.

MMWEC is proud of its business

infrastructure, such as the buildings,

grounds, computer systems and other 

tangible assets of the company. It is

proud of its employees, who have the

knowledge, expertise and commitment

to find value for MMWEC’s members 

in a utility industry that continues to

change and spawn new challenges. But 

it is most proud of its accomplishments

as an organization of Massachusetts

municipal utilities, which together

continue to deliver the benefits of public

power to consumers and communities

throughout the Commonwealth.
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Stony Brook Energy Center
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Directors

Left To Right:

Robert V. Jolly, Jr., Director/Elected

Mark T. Kelly, Director/Elected

Gerald P. Skelton, Director/Elected

Stanley W. Herriott, Director/Elected

James M. Lavelle, Director/Elected

Thomas R. Josie, Director/Elected

Michael L. Flynn, Director/
Gubernatorial Appointee/
Town of Wilbraham Representative

Paul Robbins, Director/
Gubernatorial Appointee

Luis Vitorino, Director/
Town of Ludlow Representative

John M. Flynn, Director/
Town of Hampden Representative

Officers

Nicholas J. Scobbo, Jr., General Counsel

Nancy A. Brown, Assistant Secretary

Ronald W. Kusek, Assistant Treasurer

Managers

Roger W. Bacon 
Director of Power Services

Sandra Z. Magyar
Director of Business Services

Ronald C. DeCurzio,Treasurer/
Director of Financial Services

Joseph O. Roy,
Director of Operating Projects

Director/Chairman H. Bradford  White, President Raymond R. Shockey and General Manager/Secretary Michael A. Minkos are pictured on Page 1.
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MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY

FINANCIAL STATEMENTS
December 31, 2004 and 2003
With Independent Auditor’s Report Thereon
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REPORT OF INDEPENDENT AUDITORS 

14 MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY

To the Board of Directors and Members of 

Massachusetts Municipal Wholesale Electric Company:

In our opinion, the accompanying statements of financial position and

the related statements of operations and of cash flows present fairly, in all

material respects, the financial position of Massachusetts Municipal Wholesale

Electric Company at December 31, 2004 and 2003, and the results of its

operations and its cash flows for the years then ended in conformity with

accounting principles generally accepted in the United States of America.  These

financial statements are the responsibility of the Company’s management. Our

responsibility is to express an opinion on these financial statements based on

our audits.  We conducted our audits of these statements in accordance with

auditing standards generally accepted in the United States of America.  Those

standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material

misstatement.  An audit includes examining, on a test basis, evidence

supporting the amounts and disclosures in the financial statements, assessing

the accounting principles used and significant estimates made by management,

and evaluating the overall financial statement presentation.  We believe that our

audits provide a reasonable basis for our opinion.

March 18, 2005
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MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY 15

STATEMENTS OF FINANCIAL POSITION
December 31, 2004 and 2003

(In Thousands) 2004 2003

Assets
Electric plant

In service (Note 5) $1,299,778 $1,295,900
Accumulated depreciation (693,170) (668,461)

606,608 627,439
Construction work in progress 8,894 6,538
Nuclear fuel - net of amortization 12,593 9,926

Total electric plant 628,095 643,903

Special funds (Notes 2, 4 and 6) 216,692 230,944

Current assets
Cash and temporary investments (Note 6) 2,265 4,850
Accounts receivable 31,301 23,358
Unbilled revenues (Note 3) 12,720 7,490
Inventories (Note 2) 19,408 16,978
Prepaid expenses 934 946

Total current assets 66,628 53,622

Total special funds and current assets 283,320 284,566

Deferred charges
Amounts recoverable under terms of the power sales agreements (Note 2) 145,752 187,423
Unamortized debt discount and expenses 8,528 10,555
Nuclear decommissioning trusts 40,045 35,572
Other 10,856 10,834

205,181 244,384

$1,116,596 $1,172,853

Liabilities
Long-term debt (Notes 4 and 7) $ 810,469 $   888,219

Current liabilities
Current maturities of long-term debt (Note 4) 71,698 69,442
Short-term debt (Note 4) 4,262 9,753
Accounts payable 9,519 9,168
Accrued expenses 33,810 37,529
Member and participant advances (Note 2) 54,239 46,166

173,528 172,058

Asset retirement obligation (Note 5) 80,655 76,770
Other liabilities 51,944 35,806

Commitments and contingencies (Note 9)
$1,116,596 $1,172,853

The accompanying notes are an integral part of these financial statements.
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16 MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY

STATEMENTS OF OPERATIONS
Years Ended December 31, 2004 and 2003

(In Thousands) 2004 2003

Revenues (Note 3) $283,748 $295,114
Interest income 7,419 6,522

Total revenues and interest income $291,167 $301,636

Operating and service expenses:
Fuel used in electric generation $ 22,112 $  38,104
Purchased power 106,810 78,434
Other operating 36,478 39,239
Maintenance 6,324 10,470
Depreciation 25,816 25,636
Taxes other than income 3,674 3,988

201,214 195,871

Interest expense:
Interest charges 34,514 36,827
Interest charged to projects during construction (Note 2) (45) (77)

34,469 36,750

Total operating costs and interest expense 235,683 232,621

Cumulative effect of change in accounting principle — 12,964

Total costs and expenses 235,683 245,585
Decrease in amounts recoverable under terms of the

power sales agreements (Note 2) 55,484 56,051

$291,167 $301,636

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CASH FLOWS
Years Ended December 31, 2004 and 2003

(In Thousands) 2004 2003

Cash flows from operating activities:
Total revenues and interest income $291,167 $301,636 
Total costs and expenses, net (235,683) (232,621)
Adjustments to arrive at net cash

provided by operating activities:
Depreciation and decommissioning 25,816 25,636 
Amortization of debt discount and nuclear fuel 4,319 3,625 
Change in assets and liabilities:

Accounts receivable (7,943) 294 
Unbilled revenues (5,230) (383)
Inventories (2,430) (2,503)
Prepaid expenses 12 (158)
Accounts payable 351 (471)
Accrued expenses and other (3,777) (923)
Other liabilities 3,036 4,592 
Member and participant advances and reserves 8,073 (18,773)

Net cash provided by operating activities 77,711 79,951 

Cash flows from investing activities:
Construction expenditures and purchases of

nuclear fuel (14,984) (8,132)
Interest charged to projects during construction (45) (77)
Net decrease in special funds 12,839 5,323
Decommissioning trust payments (3,645) (3,898)

Net cash used for investing activities (5,835) (6,784)

Cash flows from financing activities:
Payments made on long-term debt (68,970) (64,735)
Payments made on short-term debt (3,807) (16,122)
Net proceeds from short-term borrowings (5,491) 7,153 
Proceeds from issuance of short-term debt 3,807 3,131 

Net cash used for financing activities (74,461) (70,573)

Net increase (decrease) in cash and temporary investments (2,585) 2,594 
Cash and temporary investments at beginning of year 4,850 2,256 

Cash and temporary investments at end of year $ 2,265 $ 4,850 

Cash paid during the year for interest
(Net of amount capitalized as shown above) $ 40,550 $  42,997 

The accompanying notes are an integral part of these financial statements.
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18 MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY

(1) Nature of Operations

The Massachusetts Municipal Wholesale Electric Company (MMWEC) is 
a public corporation and a political subdivision of the Commonwealth of
Massachusetts formed to be a joint action agency and to develop a bulk power
supply for its member Massachusetts municipal electric systems and other utilities.
Among other things, MMWEC is authorized to construct, own, or purchase ownership
interests in, and to issue revenue bonds to finance electric facilities secured by
revenues received by MMWEC in each of its Projects. A Project is MMWEC’s ownership
interest in electric generation facilities (Note 5). Project revenues are derived, in part,
from Power Sales Agreements (PSAs) with MMWEC’s members and other utilities who
are Participants in a Project. The bulk power supply program consists of power
purchase arrangements, power brokering services, planning and financial services,
and the Projects relating to generating facilities built and operated either by MMWEC
or other regional utilities.

A Massachusetts city or town having a municipal electric system, authorized by
majority vote of the city or town, may become a member of MMWEC by applying for
admission and agreeing to comply with the terms and conditions of membership as
the MMWEC By-Laws may require. As of December 31, 2004, twenty-five
Massachusetts municipal electric systems were members. Termination of
membership does not relieve a system of its PSA or other power purchase obligations.

(2) Significant Accounting Policies

MMWEC presents its financial statements in accordance with accounting
principles generally accepted in the United States of America (GAAP) as promulgated
by the Financial Accounting Standards Board. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities as of the date of the financial
statements. Actual results could differ from those estimates.

Interest Charged to Projects During Construction

MMWEC capitalizes interest as an element of the cost of electric plant and nuclear
fuel in process. A corresponding amount is reflected as a reduction of interest
expense. The amount of interest capitalized is based on the cost of debt, including
amortization of debt discount and expenses, related to each Project, net of
investment gains and losses and interest income derived from unexpended Project
funds.

Nuclear Fuel

Nuclear fuel, net of amortization, includes MMWEC’s ownership interest in spent
fuel, fuel in use, in stock and in process for both Millstone Unit 3 and Seabrook Station.

The cost of nuclear fuel is amortized to fuel used in electric generation for each
nuclear unit based on the relationship of energy produced in the current period to
total expected energy production for fuel in the reactor. A provision for fuel disposal
costs is included in fuel used in electric generation based upon disposal contracts
with the Department of Energy (DOE). In addition, fuel used in electric generation
includes the annual assessment, under the Energy Policy Act of 1992, for the cost of
decontamination and decommissioning of uranium enrichment plants operated by
the DOE. Billings from the DOE will occur over the next three years. At December 31,
2004, MMWEC’s share of Millstone Unit 3 and Seabrook Station unbilled assessments
was $104,000 and $159,000, respectively. These amounts are included in accrued
expenses and other liabilities on the Statements of Financial Position. MMWEC, along
with all of the other joint owners of both Millstone Unit 3 and Seabrook Station, has
filed claims against the DOE in the United States Court of Claims for partial breach of
the disposal contracts with the DOE.

Special Funds

In accordance with the General Bond Resolution (GBR) pursuant to which
MMWEC issued its long-term debt, numerous special funds are required. The special
funds, other than certain working capital funds and other funds, are invested in
accordance with the provisions of the GBR. The composition of special funds is as
follows:

(In Thousands) 2004 2003

Fund

Bond Fund Interest, Principal and Retirement
Account to pay principal and interest on bonds $ 53,274 $ 53,635

Bond Fund Reserve Account set at the maximum
annual interest obligation to make up any
deficiencies in the Bond Fund Interest,
Principal and Retirement Account 58,813 59,067

Reserve and Contingency Fund to make up
deficiencies in the Bond Funds and pay for
repairs and extraordinary costs 23,495 23,959

Revenue Fund to receive revenues and disburse
them to other funds 59,819 67,722

Working Capital Funds to maintain funds to cover
operating expenses 11,557 16,827

Other Funds 9,734 9,734

Total Special Funds $216,692 $230,944

NOTES TO FINANCIAL STATEMENTS
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Cash and Temporary Investments

Certain cash and temporary investment amounts used for power purchases and
working capital requirements of MMWEC are not subject to the provisions of the GBR.
In addition to the investment securities delineated in the GBR, MMWEC may invest in
repurchase agreements with banks where MMWEC has established accounts.
Temporary investments have maturities when purchased of less than ninety days.

Inventories

Fuel oil and spare parts inventories are recorded and accounted for by the
average cost method. At December 31, 2004 and 2003, total fuel oil inventory was
valued at $10.9 and $8.7 million, and spare parts inventory amounted to $8.5 and $8.3
million, respectively.

Amounts Recoverable Under Terms of the Power Sales Agreements

Billings to Project Participants are structured to recover costs in accordance with
the PSAs, which generally provide for billing debt service, operating funds and reserve
requirements. Expenses are reflected in the Statements of Operations in accordance
with GAAP.The timing difference between amounts billed and expensed is charged or
credited to amounts recoverable under terms of the PSAs. Such amounts will be
recovered through future billings or an expense will be recognized to offset credit
balances. The principal differences include depreciation, fuel amortization, costs
associated with canceled Projects (or assets abandoned within a Project), asset
retirement obligations, cost of refinancing, billing for certain interest, reserves, net
unrealized gains or losses on securities available for sale and other costs. Individual
Projects have a cumulative deferral of costs which total $152.6 and $192.0 million and
have cumulative billings in excess of costs which total $6.8 and $4.6 million at
December 31, 2004 and 2003, respectively. In accordance with the PSAs, these
amounts have been offset in the Statements of Financial Position.

The December 31,2004 and 2003 balances of $145.8 and $187.4 million, respectively,
reflect the Statements of Operations net decrease of $55.5 and $56.1 million for the
years then ended, the change in net unrealized gain (loss) on securities available for
sale, minimum pension liability adjustments of $1.9 and $.9 million for 2004 and 2003,
respectively, that would otherwise be recorded as other comprehensive income.
There was also an adjustment in 2004 to reclassify credit balances in Amounts
Recoverable Under Terms of Power Sales Agreements of $12.0 million.

Depreciation

Electric plant in service is depreciated using the straight-line method. The
aggregate annual provisions for depreciation averaged 2% of the original cost of
depreciable property for 2004 and 2003. In 2003, the asset lives used in the estimate
of depreciation for Millstone Unit 3 and Seabrook Station were increased to correlate
with an anticipated license extension for each of these plants.

Nuclear Decommissioning Trusts

As required by the Nuclear Regulatory Commission (NRC) and respective state
statutes and/or regulations, MMWEC has funded trust funds maintained by external
trustees to provide for the decommissioning activities of Millstone Unit 3 and
Seabrook Station. The December 31, 2004 Millstone Unit 3 and Seabrook Station
balances of  $16.2 and $23.8 million, respectively, are stated at market value and are
included as part of the deferred charges and amounts recoverable under terms of the
PSAs on the Statements of Financial Position. The Nuclear Decommissioning Trust
balances for the Seabrook Station include an escrow account into which payments
will be made by MMWEC, as a funding assurance mechanism, through the year 2007.
The escrow account will hold certain funds that, depending on future circumstances,
will be placed either in the decommissioning trust funds with respect to Seabrook
Station or will be returned to MMWEC.The New Hampshire Nuclear Decommissioning
Finance Committee approved the escrow account as financial assurance in a Final
Report and Order issued in December 2003.

Member and Participant Advances and Reserves

MMWEC maintains numerous operating reserves and advances from its Members
and Project Participants in accordance with the PSAs, Power Purchase Agreements
(PPAs) and related broker arrangements. Member and Participant advances for 2004
and 2003 were $54.2 and $46.2 million, respectively, and are included in member and
participant advances on the Statements of Financial Position. Other member and
participant reserves for 2004 and 2003 were $49.4 and $34.8 million, respectively, and
are included in other liabilities on the Statements of Financial Position.

Reclassifications

Certain reclassifications of prior years’ data have been made to conform with the
current year presentation.
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20 MASSACHUSETTS MUNICIPAL WHOLESALE ELECTRIC COMPANY

(3) Revenues and Unbilled Revenues

Revenues include electric sales for resale provided through MMWEC’s bulk power
supply program. Revenues consist of billings under the PSAs, PPAs, and related power
brokering arrangements. MMWEC also provides its members with power supply
planning and related services which are billed pursuant to the MMWEC Service
Agreement, or the All-Requirements Bulk Power Sales Agreement as service revenues.
Amounts that are not yet billed are included in unbilled revenues on the Statements
of Financial Position. Revenues are comprised of the following:

(In Thousands) 2004 2003

Revenues

Electric sales for resale $281,685 $292,788
Service 2,063 2,326

Total Revenues $283,748 $295,114

(4) Debt

General Bond Resolution

MMWEC issued separate issues of Bonds for each of the eight Projects, which are
payable solely from, and secured solely by, the revenues derived from the Project to
which such issue relates, plus available funds pledged under the GBR, with respect to
the Bonds of such issues. The revenues derived from each Project are used solely to
provide for the payment of the Bonds of any Bond issue relating to such Project, and
to pay MMWEC’s cost of owning and operating such Project, and are not used to
provide for the payment of the Bonds of any Bond issue relating to any other Project.
Pursuant to all of the Project PSAs, each Project Participant is obligated to pay its share
of the actual costs relating to the Project’s generating unit(s), and raise their rates
sufficiently to pay such costs. These obligations are not contingent upon the
operational status of the Project’s unit(s).

Power Supply System Revenue Bonds

MMWEC’s issuance of debt, other than obligations with a maturity of less than
one year, requires authorization by the Massachusetts Department of
Telecommunications and Energy.

Bonds payable consist of serial and variable-rate bonds and are comprised of the
following issues:

Net Interest December 31,
(In Thousands) Cost 2004 2003

Issue

Stony Brook Peaking Project, Series A 3.1% $     4,160 $    8,930
Stony Brook Intermediate Project, Series A 3.5% 39,475 49,805
W.F. Wyman Unit No. 4 Project, Series A 3.5% 2,015 2,485
Nuclear Mix No. 1, Series A 4.0% 71,035 78,230
Nuclear Project No. 3, Series A 4.2% 47,930 47,930
Nuclear Project No. 4, Series A 4.3% 112,695 112,695
Nuclear Project No. 5, Series A 4.2% 41,080 42,170
Project No. 6, Series A 4.2% 304,600 327,050
Nuclear Project No. 3, Series B 4.9% 42,105 51,320
Nuclear Project No. 4, Series B 4.5% 20,425 31,510
Nuclear Project No. 5, Series B 3.8% — 2,365
Nuclear Mix No. 1, Series One Variable 11,350 11,350
Nuclear Project No. 3, Series One Variable 62,975 62,975
Nuclear Project No. 4, Series One Variable 35,325 35,325
Nuclear Project No. 5, Series One Variable 9,025 9,025
Project No. 6, Series One Variable 52,100 52,100

Bonds payable 856,295 925,265
Unamortized premium 25,872 32,396
Less: Current maturities (71,300) (68,970)
Current unamortized premium (398) (472)

Total long-term debt $810,469 $888,219

The Series A Bonds maturing on and prior to July 1, 2011 and the Series B Bonds
are not subject to redemption prior to maturity at the option of MMWEC.The Series A
Bonds maturing on and after July 1, 2012 are subject to redemption prior to maturity
at the option of MMWEC at 101% of the principal amount from January 1, 2012 to
December 31, 2012 and at 100% from January 1, 2013 and thereafter.

The Series One Bonds of each issue are subject to redemption at the option of
MMWEC, in whole or in part, at a redemption price of 100% of the principal amount.
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Long-term debt maturities are as follows (In Thousands):

Series A Series B  Series One Total 

2005 $ 50,125 $ 21,175 $ — $ 71,300
2006 51,465 18,895 — 70,360
2007 62,465 10,540 — 73,005
2008 60,285 11,100 — 71,385
2009 67,180 820 — 68,000
Thereafter 331,470 — 170,775 502,245

$622,990 $ 62,530 $170,775 $856,295

The interest rates on the Series One variable rate Bonds may be converted, at the
option of MMWEC, to a daily, weekly, flexible, term or fixed mode. The interest rate 
on the Series One variable rate Bonds during 2004 and 2003 was 1.1% and .9%,
respectively.

Net Revenue Available for Debt Service

In accordance with the provisions of MMWEC’s GBR, MMWEC covenants that it
shall fix, revise and collect rates, tolls, rents and other fees and charges sufficient to
produce revenues to pay all operating and maintenance expenses and principal of,
premium and the interest on the Bonds and to pay all other obligations against its
revenues for each Project. Revenues for each Project, which include applicable
interest earnings from investments, are required to equal 1.10 times the annual debt
service for each contract year ending June 30, after deduction of certain operating
and maintenance expenses and exclusive of depreciation. For the contract years
ended June 30, 2004 and 2003, MMWEC met the GBR debt service coverage
requirements for all of MMWEC’s Projects.

Contract Year Ended June 30,
(In Thousands) 2004 2003

Debt Service Coverage:
Revenues $182,914 $195,638
Other Billings 583 581
Reserve and Contingency Fund Billings 10,861 10,753

Total 194,358 206,972
Less: Operating & Maintenance Expenses (74,883) (88,691)

Available Revenues Net of Expenses $119,475 $ 118,281

Debt Service Requirement $108,614 $ 107,527

Coverage (110% Required) 110% 110%

Short-Term Debt

MMWEC maintains a $5 million revolving line of credit to finance, temporarily,
certain power purchases made by MMWEC for resale under power purchase contracts.
Borrowings outstanding under the line of credit were $705,000 and $233,000 as of
December 31, 2004 and 2003, respectively. During 2004 and 2003, the maximum
outstanding balance under the line of credit was $3.4 and $1.6 million, respectively.
Interest charged on borrowings under the line of credit is at the bank’s prime rate minus
one percent (4.25% at December 31, 2004). In addition, a commitment fee of one
quarter of 1% per annum is charged on the unused portion of the line based on the
average daily principal amount of the borrowing outstanding.This line of credit expires
June 30, 2005, at which time MMWEC expects to be able to renew the line for an
additional year.

In 2003, the MMWEC Board of Directors adopted a resolution which created the
Stony Brook Intermediate Fuel Oil Project, Special Project 2003-A (SB Intermediate
Fuel Oil Project) for the purposes of financing purchases of fuel oil and selling such
fuel oil to the Intermediate Project. Under the resolution, MMWEC entered into a $10
million revolving line of credit with a bank. Borrowings under this line of credit are
secured by a lien on and/or security interest in all proceeds of any borrowings prior to
disbursement by MMWEC, all amounts payable by the Intermediate Project to the 
SB Intermediate Fuel Oil Project for fuel oil, and all earnings from MMWEC’s
investments of any such proceeds and amounts payable to the bank. Borrowings
outstanding under the line of credit were $3.6 and $9.5 million as of December 31,
2004 and 2003, respectively. During 2004 and 2003, the maximum outstanding
balance under the line of credit was $9.8 and $9.9 million, respectively. The interest
rate for the borrowings under this line of credit is at MMWEC’s election prior to the last
day of any interest period of either the LIBOR rate plus 1.25% per annum or at a
variable rate which is the prime rate minus 1% per annum. If no such selection is
made, the variable rate is in effect. The interest rate on the borrowings under the line
of credit was 3.72% at December 31, 2004.

In 2004, MMWEC negotiated the terms of a Line Letter Agreement with a bank,
pursuant to which the bank may loan MMWEC up to $10 million for the purpose of
financing a performance assurance provision required by a PPA. There was nothing
outstanding at December 31, 2004.
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(5) Electric Generation Facilities and Financing

MMWEC’s power supply capacity includes ownership interests in the Stony Brook
Peaking and Intermediate Units, both of which it operates. MMWEC is a nonoperating
joint owner in the W.F. Wyman Unit No. 4, Millstone Unit 3 and Seabrook Station.
Electric plant in service also includes MMWEC’s service operations which totaled $2.2
and $2.6 million in 2004 and 2003, respectively. The following is a summary of the
Projects included in electric plant in service and construction work in progress, as well
as MMWEC’s share of capability in megawatts (MW).

(In Thousands) Facility and MMWEC Amounts as of
Share of Capability December 31,

Projects in MW 2004 2003

Peaking Project Stony Brook 170.0 $ 57,028 $ 56,829
Intermediate Project Stony Brook 319.5 166,025 165,391
Wyman Project W.F. Wyman No. 4 22.7 7,442 7,419
Nuclear Project No. 3 Millstone Unit 3 36.8 136,725 135,949
Nuclear Mix No. 1 Millstone Unit 3 18.4 54,866 54,477
Nuclear Mix No. 1 Seabrook Station 1.9 9,225 9,160
Nuclear Project No. 4 Seabrook Station 49.8 275,852 274,132
Nuclear Project No. 5 Seabrook Station 12.6 75,144 74,708
Project No. 6 Seabrook Station 69.0 524,155 521,773

$1,306,462 $1,299,838

In January 2004, Dominion Nuclear Connecticut, Inc., a subsidiary of Dominion
Resources, Inc., filed an application with the NRC to renew the operating license of
Millstone Unit 3 for an additional 20 years. The license currently will expire in 2025.

Seabrook Station is preparing for a power uprate which is expected to increase
plant capacity in 2005 and 2006. MMWEC’s share of the power uprate is projected by
the operator  to be approximately 12 MW.

Asset Retirement Obligations

Effective January 1, 2003, MMWEC adopted SFAS No. 143, Accounting for Asset
Retirement Obligations (SFAS 143), which provides accounting requirements for the
recognition and measurement of liabilities associated with the retirement of tangible
long-lived assets. MMWEC has identified certain asset retirement obligations (ARO)
that are subject to the SFAS 143 and which are primarily associated with the
decommissioning of MMWEC’s ownership interest in Millstone Unit 3 and Seabrook
Station. MMWEC’s AROs, other than those associated with nuclear decommissioning
AROs, were not significant.

Upon adoption of SFAS 143, MMWEC recorded an ARO of approximately $73.1
million, capitalized a net asset related to the ARO of approximately $30.6 million, and
reversed the approximately $29.5 million it had recorded previously in deferred
credits on the Statements of Financial Position. The difference, approximately $13.0
million, was recorded as a cumulative effect of a change in accounting principle on
the Statements of Operations. MMWEC recorded accretion expense of approximately
$3.9 and $3.7 million for the years ended December 31, 2004 and 2003, respectively,
which increased the ARO to $80.7 and $76.8 million at December 31, 2004 and 2003,
respectively. No other adjustments were made to MMWEC’s ARO during the year
ended December 31, 2004.

AROs are recognized at fair value, as incurred, and capitalized as part of the cost
of the related tangible long-lived assets. In the absence of quoted market prices,
MMWEC estimated the fair value of AROs using present value techniques, involving
discounted cash flow analysis. Measurement using such techniques is dependent
upon many subjective factors, including the selection of discount and cost escalation
rates, identification of planned retirement activities and related cost estimates, and
assertions of probability regarding the timing, nature and costs of such activities.
Inputs and assumptions are based on the best information available at the time the
estimates are made. However, estimates of future cash flows are highly uncertain by
nature and may vary significantly from actual results.
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(6) Investments and Deposits

All bank deposits are maintained at one financial institution. Such deposits
amounted to $4.0 million at December 31, 2004, and are included in both cash and
temporary investments and special funds. The Federal Deposit Insurance Corporation
currently insures up to $100,000 per depositor. At December 31, 2004 and 2003,
investments are classified as available for sale and reported at market value with
unrealized gains of $220,000 and $683,000 million, respectively, and unrealized losses of
$905,000 and $278,000, respectively. The net losses and gains are excluded from
earnings and are reported as a component of amounts recoverable under the terms of
the PSAs on the Statements of Financial Position. At December 31, 2004, all securities
underlying repurchase agreements, and all other investments, were held in MMWEC’s
name by custodians consisting of the Bond Fund Trustee (as defined in the GBR) or
MMWEC’s depository bank. Investments, representing the special funds and cash and
temporary investments, as well as certain additional amounts disbursed but available
for investment, and accrued interest, are presented below:

(In Thousands) 2004 2003
Amortized Market Amortized Market

Type of Investment Cost Basis Value Cost Basis Value

Cash Equivalents $ 3,185 $ 3,185 $ 65 $ 65

Other Investments
U.S. Treasury bills — — 92,526 92,529
U.S. Treasury notes 7,993 8,028 16,904 17,256
U.S. Agency bonds 54,893 54,672 104,519 104,892
U.S. Agency 

discount notes 150,580 150,081 19,274 19,272

Total Other Investments 213,466 212,781 233,223 233,949

Total Investments 216,651 215,966 233,288 234,014
Invested Cash 2,991 2,991 1,779 1,779

Total Cash and 
Investments $219,642 $218,957 $235,067 $235,793

During 2004 and 2003, the proceeds from the sale of securities available for sale
were $112.7 and $340.2 million, respectively, resulting in gross realized gains of
$395,000 and $428,000, respectively, and gross realized losses of $45,000 and $63,000,
respectively. The basis on which cost was determined in computing realized gain or
loss was specific identification.The average contractual maturity of the investments in
debt securities at December 31, 2004 and 2003 was 597 and 657 days, respectively.

Due to seasonal cash flows during 2004 and 2003, MMWEC, from time-to-time,
invested in repurchase agreements with its depository bank that were collateralized
by securities in MMWEC’s name held by the depository bank.

(7) Fair Values of Financial Instruments

The estimated fair value of MMWEC’s financial instruments are as follows:

(In Thousands) 2004 2003
Carrying Estimated Carrying Estimated

Value   Fair Value Value   Fair Value

Long-Term Debt, excluding
current maturities $810,469 $838,080 $888,219 $930,300

The fair value of long-term debt is estimated based on quoted market prices for
the same or similar issues.

The carrying amounts for cash, accounts receivable, notes payable and accounts
payable approximate their fair value due to the short-term nature of these
instruments.

(8) Benefit Plans

MMWEC has two non-contributory defined benefit pension plans covering
substantially all full-time active employees. One plan covers union employees (union
plan) and the other plan covers non-union employees  (non-union plan). The amount
shown below as the benefit obligation for MMWEC is a standardized disclosure
measure of the present value of pension benefits, adjusted for the effect of projected
salary increases, estimated to be payable in the future as a result of employee service
to date. The measure is the actuarial present value of credited projected benefits and
is independent of the funding method used to determine contributions to the plans.
MMWEC uses a December 31 measurement date for the plans.
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The benefit obligation, plan assets, funded status, amounts recognized in the
statements of financial position and components of net periodic benefit cost for both
plans are as follows:

Amounts as of December 31,
(In Thousands) 2004 2003

Changes in benefit obligation

Benefit obligation at beginning of year $14,302 $12,679  
Service cost 658 565
Interest cost 954 834
Actuarial loss 2,599 833
Benefits paid (715) (610)

Benefit obligation at end of year $17,798 $14,301

Change in plan assets

Fair value of plan assets at beginning of year $ 9,618 $ 7,981
Actual return on plan assets 951 1,582
Employer contribution 784 702
Benefits paid (715) (610)
Expenses (35) (32)
Other — (5)

Fair value of plan assets at end of year $10,603 $ 9,618

Funded status $ (7,195) $ (4,683)
Unrecognized net actuarial loss 7,319 5,187
Unrecognized prior service cost 455 509
Unrecognized transition obligation 23 34

Prepaid pension cost $ 602 $ 1,047

Amounts recognized in the 
Statements of Financial Position consist of:
Accrued benefit liability $ (2,434) $ (769)
Intangible asset 477 559
Amounts recoverable under terms of the

Power Sales Agreements 2,559 1,257

Net amount recognized $ 602 $ 1,047

Information for pension plans with 
an accumulated benefit obligation 
in excess of plan assets

Amounts as of December 31,
(In Thousands) 2004 2003

Projected benefit obligation $17,798 $14,301
Accumulated benefit obligation 13,038 10,387
Fair value of plan assets 10,603 9,618

Assumptions

Weighted-average assumptions used to determine benefit obligations at December
31

2004 2003

Discount rate 5.75% 6.25%
Rate of compensation increase 4.00% 4.00%

Weighted-average assumptions used to determine net periodic benefit cost for the
years ended December 31

2004 2003

Discount rate 6.25% 6.50%
Expected long-term return on plan assets 8.50% 8.50%
Rate of compensation increase 4.00% 4.00%

Amounts as of December 31,
(In Thousands) 2004 2003

Components of net periodic benefit cost
Service cost $ 658 $ 565
Interest cost 954 834
Expected return on plan assets (846) (699)
Amortization of transition obligation 11 15
Amortization of prior service cost 70 70
Recognized net actuarial loss 383 365

Net periodic benefit cost $ 1,230 $  1,150
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The following indicates the weighted average asset allocation percentage of the
fair value of total plan assets for each major type of plan asset as of December 31,
2004 and 2003, respectively.

Amounts as of December 31,
2004 2003

Asset Category
Equity securities 70% 64%
Debt securities 21% 21%
Other 9% 15%

Total 100% 100%

The primary investment goal of the plan is to achieve a total annualized
investment return of 8.5% over the long-term while mitigating overall portfolio risk.
The expected long-term rate of return on the plan assets reflects the average rate of
earnings expected on the funds invested or to be invested to provide the benefits
included in the projected benefit obligation. The assets are diversified by both 
asset class (i.e., equities, bonds) and within class (i.e., capitalization, growth, value,
international) to minimize unsystematic risk so that no single security or class of
securities will have a disproportionate impact on the plan. Portfolio performance and
risk are regularly evaluated and compared to like investment options to provide
oversight and adherence to the stated plan objectives.

The union plan uses the aggregate actuarial cost method and the non-union plan
uses the frozen initial liability actuarial cost method in determining pension expense.
Pension costs applicable to prior years’ service are amortized over thirty years.
MMWEC expects to contribute approximately $1,023,000 to its pension plans in 2005.

The following estimated future benefit payments are:

(In Thousands) Amount

2005 $ 179
2006 286
2007 325
2008 418
2009 446
2010-2014 3,222

MMWEC contributes to an employee savings plan administered by an insurance
company. All full-time employees meeting the service requirements are eligible to
participate in this defined contribution plan. Under the provisions of the plan,
MMWEC’s contributions vest immediately. MMWEC contributed $126,000 and
$124,000, while the employees contributed $203,000 and $207,000 during the years
ended December 31, 2004 and 2003, respectively.

(9) Commitments and Contingencies

Power Purchases

MMWEC entered into agreements for participation in the transmission
interconnection between New England utilities and the Hydro-Quebec electric
system near Sherbrooke, Quebec (Phase I), which began commercial operation in
October 1986. The New England portion of the interconnection was constructed at a
total cost of about $140 million, of which 3.65% or $5 million is MMWEC’s share to
support Phase I. MMWEC also entered into similar agreements for participation in the
interconnection between New England utilities and the Hydro-Quebec electric
system for the expansion of the Hydro-Quebec interconnection (Phase II), which went
into commercial operation in November 1990. MMWEC’s Phase II equity investment
approximates 0.6% or $3.3 million. MMWEC has corresponding agreements with
certain of its Members and another utility to recover MMWEC’s share of the costs
associated with the Phase II interconnection.

On a limited basis, MMWEC may enter into agreements providing financial
assurance to third parties. At December 31, 2004, outstanding guarantees consisted 
of $0.4 million related to its equity interest in the Hydro-Quebec transmission
companies. Management believes the likelihood MMWEC would be required 
to perform or otherwise incur any significant losses associated with this guarantee 
is remote.
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MMWEC has entered into a contract for a long-term purchase of 21.2 MW from an
independent power producer. The table below reflects MMWEC’s minimum
commitments as of December 31, 2004.

(In Thousands) Amount

2005 $ 7,749
2006 8,004
2007 8,281
2008 8,571
2009 8,876
Thereafter 38,780

Total $80,261

Legal Actions

MMWEC is involved in various legal actions. Based on bond counsel’s opinions
regarding the validity of the PSAs and legal counsel’s representations regarding the
litigation, discussions with such counsel and other considerations, management
believes that the ultimate resolution of litigation in which MMWEC is currently
involved will not have a material, adverse effect on the financial position of MMWEC.

Nuclear Insurance

The Price-Anderson Act (the Act), a federal statute, mandates an industry-wide
program of liability insurance for nuclear facilities. The Act now provides 
approximately $10.9 billion for public liability claims from a single incident at a
nuclear facility. The $300 million primary layer of insurance for the liability has been
purchased in the commercial market. Secondary coverage is to be provided through
an approximately $100.6 million per incident assessment of each of the currently
licensed nuclear units in the United States. The maximum assessment is $10 million
per incident per unit in any year. Under the Act, MMWEC’s ownership interests in
Millstone Unit 3 and Seabrook Station could result in a maximum assessment of $4.8
and $11.7 million, limited to payments of $.5 and $1.2 million per incident per year,
respectively. Renewal of the Act, which expired on December 31, 2003, is currently
being considered by Congress.

Insurance has been purchased from Nuclear Electric Insurance Limited (NEIL) to
cover the cost of repair, replacement, decontamination or premature decommissioning
of utility property resulting from insured occurrences at Millstone Unit 3 and Seabrook
Station. The NEIL insurance is subject to retroactive assessments if losses exceed the
accumulated funds available to the insurer. MMWEC is potentially subject to a $1.0
and $2.2 million assessment for its participation in Millstone Unit 3 and Seabrook
Station, respectively, for excess property damage, decontamination and premature
decommissioning.

Environmental and Other Issues

MMWEC is not currently covered under gradual pollution liability insurance
related to MMWEC’s Stony Brook power plants. Nothing has come to management’s
attention concerning any material pollution liability claims made during 2004 or
outstanding as of December 31, 2004.

MMWEC has established a trust fund to enhance its Directors’ and Officers’
liability coverage. The purpose of the trust fund is to make available funds for the
purchase of Directors’ and Officers’ liability insurance and/or indemnification of the
Directors or Officers.

MMWEC has a guaranty with ISO New England, Inc. (ISO-NE) with respect to
certain MMWEC members’ financial assurance obligations to ISO-NE.
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REPORT OF INDEPENDENT AUDITORS 

0N ACCOMPANYING CONSOLIDATING INFORMATION

To the Board of Directors 

Massachusetts Municipal Wholesale Electric Company:

The report on our audit of the consolidated financial statements of

Massachusetts Municipal Wholesale Electric Company as of December 31, 2004

and for the year then ended appears on page 14 of this document.  That audit

was conducted for the purpose of forming an opinion on the consolidated

financial statements taken as a whole. The consolidating information is

presented for purposes of additional analysis of the consolidated financial

statements rather than to present the financial position, results of operations

and cash flows of the individual projects. Accordingly, we do not express an

opinion on the financial position, results of operations and cash flows of the

individual projects.  However, the consolidating information has been subjected

to the auditing procedures applied in the audit of the consolidated financial

statements and, in our opinion, is fairly stated in all material respects in relation

to the consolidated financial statements taken as a whole.

March 18, 2005
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PROJECT STATEMENTS OF FINANCIAL POSITION SCHEDULE I
December 31, 2004

Hydro
Nuclear Nuclear Nuclear Nuclear Project Quebec

(In Thousands) Service Mix 1 Proj. 3 Proj. 4 Proj. 5 No. 6 Peaking Intermediate Wyman Phase II Total

Assets
Electric plant
In service $ 2,210 $63,542 $135,843 $273,023 $74,428 $520,237 $57,028 $166,025 $7,442 $ — $1,299,778
Accumulated depreciation (1,817) (31,620) (69,820) (121,038) (33,145) (234,618) (49,835) (145,556) (5,721) — (693,170)

393 31,922 66,023 151,985 41,283 285,619 7,193 20,469 1,721 — 606,608
Construction work in progress — 549 882 2,829 716 3,918 — — — — 8,894
Nuclear fuel-net of amortization — 951 1,621 3,791 961 5,269 — — — — 12,593
Total electric plant 393 33,422 68,526 158,605 42,960 294,806 7,193 20,469 1,721 — 628,095

Special funds
Bond funds
Interest, principal and 
retirement account — 5,429 7,065 9,199 2,844 19,831 2,184 6,439 283 — 53,274

Reserve account — 4,441 7,932 9,061 2,752 30,800 651 3,072 104 — 58,813
Reserve and contingency fund — 3,316 4,020 5,005 1,316 7,658 701 1,219 260 — 23,495
Revenue fund — 4,156 8,421 9,189 2,453 15,179 7,513 11,833 1,075 — 59,819
Working capital funds 11,559 — — — — — — — — (2) 11,557
Other funds 9,734 — — — — — — — — — 9,734

21,293 17,342 27,438 32,454 9,365 73,468 11,049 22,563 1,722 (2) 216,692

Current assets
Cash and temporary 
investments 2,252 — — 1 — 2 — — — 10 2,265

Accounts receivable 8,990 1,414 1,847 2,602 775 4,847 1,124 9,042 587 73 31,301
Unbilled revenues 12,720 — — — — — — — — — 12,720
Inventories 2,774 58 — 1,546 391 2,141 2,365 9,744 389 — 19,408
Advances to (from) projects 785 (42) (69) (71) (22) (115) (188) (257) (16) (5) —
Prepaid expenses 200 68 124 158 40 219 32 93 — — 934

Total current assets 27,721 1,498 1,902 4,236 1,184 7,094 3,333 18,622 960 78 66,628
Total special funds and 
current assets 49,014 18,840 29,340 36,690 10,549 80,562 14,382 41,185 2,682 76 283,320

Deferred charges
Amounts recoverable (payable)
under terms of the power 
sales agreements 1,404 36,879 62,505 3,069 4,758 33,161 (5,931) 10,820 (44) (869) 145,752

Unamortized debt discount 
and expenses — 754 1,524 1,729 512 3,791 8 199 11 — 8,528

Nuclear decommissioning trusts — 5,748 10,792 8,910 2,255 12,340 — — — — 40,045
Other 517 834 1,461 2,673 678 3,702 — 122 — 869 10,856

1,921 44,215 76,282 16,381 8,203 52,994 (5,923) 11,141 (33) — 205,181
$51,328 $96,477 $174,148 $211,676 $61,712 $428,362 $15,652 $  72,795 $4,370 $ 76 $ 1,116,596
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PROJECT STATEMENTS OF FINANCIAL POSITION SCHEDULE I
December 31, 2004

Hydro
Nuclear Nuclear Nuclear Nuclear Project Quebec

(In Thousands) Service Mix 1 Proj. 3 Proj. 4 Proj. 5 No. 6 Peaking Intermediate Wyman Phase II Total

Liabilities
Long-term debt $ — $77,637 $145,743 $161,878 $48,104 $345,937 $ — $29,633 $1,537 $ — $ 810,469
Current liabilities

Current maturities 
of long-term debt — 7,411 9,595 11,580 3,627 23,852 4,197 10,946 490 — 71,698

Short-term debt 4,262 — — — — — — — — — 4,262
Accounts payable 4,128 172 240 1,392 352 1,928 10 1,178 99 20 9,519
Accrued expenses 8,303 1,843 2,301 6,201 1,753 11,889 111 1,312 97 — 33,810
Member and 
participant advances 8,862 3,766 6,876 5,703 1,567 10,240 2,607 13,890 672 56 54,239

25,555 13,192 19,012 24,876 7,299 47,909 6,925 27,326 1,358 76 173,528
Asset retirement obligation — 5,629 9,359 24,892 6,301 34,474 — — — — 80,655
Other liabilities 25,773 19 34 30 8 42 8,727 15,836 1,475 — 51,944

Commitments 
and contingencies

$51,328 $96,477 $174,148 $211,676 $61,712 $428,362 $15,652 $72,795 $4,370 $76 $1,116,596

The accompanying notes are an integral part of this supplemental schedule.
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PROJECT STATEMENTS OF OPERATIONS SCHEDULE II
Year Ended December 31, 2004

Hydro
Nuclear Nuclear Nuclear Nuclear Project Quebec

(In Thousands) Service Mix 1 Proj. 3 Proj. 4 Proj. 5 No. 6 Peaking Intermediate Wyman Phase II Total

Revenues $108,096 $15,070 $22,602 $29,125 $8,512 $54,317 $8,719 $34,708 $2,186 $413 $283,748
Interest income 337 852 1,148 1,308 309 2,293 310 759 71 32 7,419
Total revenues and 
interest income $108,433 $15,922 $23,750 $30,433 $8,821 $56,610 $9,029 $35,467 $2,257 $445 $291,167

Operating and 
service expenses:
Fuel used in 
electric generation $ — $ 656 $ 1,178 $ 1,805 $ 458 $ 2,518 $1,344 $13,227 $ 926 $ — $ 22,112

Purchased power 106,355 — — — — — — — — 455 106,810
Other operating 2,406 2,577 4,549 6,854 1,777 9,665 2,012 6,013 * 625 — 36,478
Maintenance 23 795 1,521 876 222 1,213 250 1,424 — — 6,324
Depreciation 24 754 1,569 3,572 971 6,729 2,353 9,602 242 — 25,816
Taxes other 
than income 4 180 314 588 149 814 400 1,105 120 — 3,674

108,812 4,962 9,131 13,695 3,577 20,939 6,359 31,371 1,913 455 201,214

Interest expense:
Interest charges 21 3,295 5,502 6,843 2,003 14,714 232 1,820 84 — 34,514
Interest charged to projects
during construction — (5) (13) (9) (3) (15) — — — — (45)

21 3,290 5,489 6,834 2,000 14,699 232 1,820 84 — 34,469
Total operating costs 
and interest expense 108,833 8,252 14,620 20,529 5,577 35,638 6,591 33,191 1,997 455 235,683

(Increase) decrease in 
amounts recoverable
under terms of the 
power sales agreements (400) 7,670 9,130 9,904 3,244 20,972 2,438 2,276 260 (10) 55,484

$108,433 $15,922 $23,750 $30,433 $8,821 $56,610 $9,029 $35,467 $2,257 $445 $291,167

*Allocation between maintenance and other operating is not available.

The accompanying notes are an integral part of this supplemental schedule.
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PROJECT STATEMENTS OF CASH FLOWS Schedule III
Year Ended December 31, 2004

Hydro
Nuclear Nuclear Nuclear Nuclear Project Quebec

(In Thousands) Service Mix 1 Proj. 3 Proj. 4 Proj. 5 No. 6 Peaking Intermediate Wyman Phase II Total
Cash flows from operating activities:
Total revenues and 
interest income $108,433 $15,922 $23,750 $30,433 $8,821 $56,610 $9,029 $35,467 $2,257 $445 $291,167

Total costs and expenses, net (108,833) (8,252) (14,620) (20,529) (5,577) (35,638) (6,591) (33,191) (1,997) (455) (235,683)
Adjustments to arrive 
at net cash provided by 
operating activities:

Depreciation 24 754 1,569 3,572 971 6,729 2,353 9,602 242 — 25,816
Amortization of debt 
discount and nuclear fuel — 313 1,260 1,985 357 1,070 (96) (572) 2 — 4,319

Change in assets and liabilities:
Accounts receivable (2,715) (116) 163 68 (2) 147 (371) (4,754) (376) 13 (7,943)
Unbilled revenues (5,230) — — — — — — — — — (5,230)
Inventories 4,573 (2) — (54) (14) (74) (272) (6,385) (202) — (2,430)
Prepaid expenses 35 (7) (10) (56) (14) (78) 1 (23) 164 — 12
Accounts payable 1,708 15 72 (452) (118) (637) 344 (676) 97 (2) 351
Accrued expenses and other (633) (485) (513) (460) (89) (815) (133) (646) (13) 10 (3,777)
Other liabilities 489 — — 1 — 1 — 2,545 — — 3,036
Member and participant 
advances and reserves 273 (625) (527) 1,599 521 1,711 253 4,807 67 (6) 8,073

Net cash provided by (used for) 
operating activities (1,876) 7,517 11,144 16,107 4,856 29,026 4,517 6,174 241 5 77,711

Cash flows from investing activities:
Construction expenditures
and purchases of nuclear fuel (268) (1,002) (1,682) (4,228) (1,069) (5,855) (201) (655) (24) — (14,984)

Interest charged to projects
during construction — (5) (13) (9) (3) (15) — — — — (45)

Net (increase) decrease 
in special funds 5,054 1,114 550 137 (96) 571 454 4,811 253 (9) 12,839

Decommissioning trust payments — (429) (784) (922) (233) (1,277) — — — — (3,645)
Net cash provided by (used for)
investing activities 4,786 (322) (1,929) (5,022) (1,401) (6,576) 253 4,156 229 (9) (5,835)

Cash flows from financing activities:
Payments made on long-term debt — (7,195) (9,215) (11,085) (3,455) (22,450) (4,770) (10,330) (470) — (68,970)
Payments made on short-term debt (3,807) — — — — — — — — — (3,807)
Net proceeds from 
short-term borrowings (5,491) — — — — — — — — — (5,491)

Proceeds from issuance of 
short-term debt 3,807 — — — — — — — — — 3,807

Net cash used for 
financing activities (5,491) (7,195) (9,215) (11,085) (3,455) (22,450) (4,770) (10,330) (470) — (74,461)

Net decrease in cash and 
temporary investments (2,581) — — — — — — — — (4) (2,585)

Cash and temporary investments
at beginning of year 4,833 — — 1 — 2 — — — 14 4,850

Cash and temporary investments
at end of year $ 2,252 $ — $ — $ 1 $  — $ 2 $ — $ — $ — $ 10 $ 2,265

Cash paid during the year 
for interest
(Net of amount capitalized 

as shown above) $ 21 $ 3,881 $ 5,737 $ 7,600 $2,364 $17,753 $1,048 $ 2,056 $ 90 $ — $ 40,550

The accompanying notes are an integral part of this supplemental schedule.
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Copies of this report and supplemental financial information can be obtained, free

of charge, by writing to:

Corporate Communications Office,

Massachusetts Municipal Wholesale Electric Company, 

P.O. Box 426, Ludlow, MA 01056.  

Phone: (413) 589-0141

Fax:(413) 589-1585

E-mail: mmwec@mmwec.org 

Internet: www.mmwec.org.

All requests for information about MMWEC should be directed to this office.

©MMWEC 2004. 
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