
CAPTION SHEET CASE MANAGEMENT. SYSTEM
1. REPORT DATE
2. BUREAU: ‘ EUS. ^ .. M
3. f SECTION(S) : ' . 4.,; PUBLIC MEETING’ DATE: .
S. . APPROVED BY: ‘ . \ • 00/00/00 '

• .-'DIRECTOR: ./ ' • .• ■; ' '
: SUPERVISOR:-' :

6 i PERSON IN CHARGE: .. . • • - 7. DATE FILED: 03/30/00
8. • DOCKET NO: .A-125078 . ' . : .9. EFFECTIVE DATE: 00/00/00

RENDER, FURNISH, OR SUPPLY NATURAL GAS SERVICES AS A BROKER/MARKETER TO THE 
PUBLIC IN THE COMMONWEALTH OF PENNSYLVANIA, SPECIFICALLY'IN THE SERVICE TERRI- 

: TORIES OF'Nt/I VALLEY CITIES GAS '(NUI TRANSPORTATION SERVICES) r NATIONAL FUEL 
GAS DISTRIBUTION CORP1 ; - PENN FUEL (NORTH PENN .GAS COMPANY fit PENN- FUEL GAS) ;
THE PEOPLES NATURAL GAS COMPANY; T.W. -PHILLIPS-GAS AND OIL COMPANY; UGL; PG 
ENERGY; EQUITABLE GAS. COMPANY; CARNEGIE NATURAL GAS COMPANY;/COLUMBIA GAS OF 
PA ' INC. ; AND PECO. / ' • •

.. PARTY/COMPLAINANT:

, .RESPONDENT/APPLICANT: UNITIL-RESOURCES INC T/A USOURC

COMP/APP COUNTY:.* UTILITY. CODE: 125078

ALLEGATION OR SUBJECT

APPLICATION OF'UNITIL RESOURCES, INC., D/B/A USOURCE, FOR APPROVAL TO OFFER
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Re: Application of Ifnitil Resourccs, Inc.-, d/b/a Usource

Dear Secretary McNulty;.. . ' -

■ Eitelosed please find an original and ihree(3)Vcopie5'of the. above-referenced ;
■' Application to serve as a .natural gas broker in Pennsylvania. A disk containing the document 

is also enclosed. The document.is -in a WordPerfect file; Also enclosed is the filing fee of

..$350. . '■ ;;

Please contact me if you have any .questions or concerns about the .enclosed.

cc: EdRodroek/FUS'
. Raymond, Morrissey ■

> . All parties on Certifieaie of Service UOCUMtiil

.FOLDER

' ■: \d



BEFORE THE 
PENNSYLVANU PUBLIC UTILITY COMMISSION

APPLICATION OF. UNITIL RESOURCES, INC., ■ 
D/B/A USOURCE, FOR APPROVAL TO OFFER, 
RENDER, FURNISH OR SUPPLY NATURAL GAS. 
SUPPLY SERVICES AS A BROKER/MARKETER 
ENGAGED IN THE BUSINESS OF SUPPLYING 
NATURAL GAS SUPPLY SERVICES TO THE 
PUBLIC IN THE COMMONWEALTH OF 

PENNSYLVANIA

APPLICATION
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rFRTIFiCATE OF SERVICE 

, Pursuant to Section 5.14 of the Commission's Regulations, I hereby certify that 

I have, this 30 th day of March, 2000, served a true and correct copy of the foregoing, :■

Application on the following:

Irwin A. Popbwsky 
Office of Consumer Advocate 
5th Floor, Forum Place 

555 Walnut SUeet 
Harrisburg, PA 17120

Bernard A. Ryan, Jr.
Commerce Building, Suite 1102 

Small Business Advocate 
300 North Second Street 
Harrisburg, PA 17101

NUI Valley. Cities Gas 

Mike Vogel 
PO Box 3175 •
Union, NJ 07083-1975

Office of the: Attorney General' 
Bureau of Consumer Protection 
Strawberry Square, 14th Floor 
Harrisburg, PA 17120

Commonwealth of Pennsylvania 

Department of Revenue 
Bureau of Compliance % ,

Harrisburg, PA 17128-0946 ,

Penn Fuel 
Jim Evans ;
2 North 9th Street
GENA94
Allentown,.PA 18101



»
,T. W. Phillips Gas and Oil Company 

Robert M. Hovanec .
205 North Main Street ..
Butler, PA 16001 »

PG Energy. • .
Richard N. Marshall 

One PEI Center 
Wilkes-Barre; PA

Carnegie Natural Gas Company 
Donald A.'Melzer . - :
800 Regis Avenue 
Pittsburgh, PA 19236

Equitable Gas Company.
Antionette Litchy
200 Allegheny. Center Mall , .
Pittsburgh,PA 15212-5352 : .

National Fuel Gas Distribution Corp. 

James E. Patterson 
10-Lafayctte Square '
Buffalo, NY. 14203 .

• UGI 7.-. J ;
■ David Beaston 

P.O. Box 12677 
. Reading, PA 15222 . ,

Columbia Gas of PA, Inc.

Paula'Frauen : ;
650 Washington Road 
Pittsburgh, PA 15228

PECO
^ Kevin Carrabine. '

300 Front Street 
. 'Conshohockenj PA 19428

' The Peoples Natural Gas Company 
. Joseph J. Malatesta, Jr.

Malatesta Hawke & McKeon LLP 
Harrisburg Energy Center 
100 North Tenth Street ' . 

.Harrisburg, PA 17101

Submitted by:

■tgher, Esquire . 
ib, .Greene & MacRae, L.L.P. 

*66 North Third Street, Suite 300 

V O Rnx 12105
Harrisburg, PA 17108-2105 

(717)232-8199

• Counsel for Unitil:Resources,inc; ■. _

d/b/a Usource r .



BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION

APPLICATION OF UNITIL RESOURCES, INC., 
D/B/A USOURGE, FOR APPROVAL TO OFFER, 
RENDER, FURNISH OR SUPPLY NATURAL GAS 

'SUPPLY SERVICES AS A BROKER/MARKETER 

ENGAGED IN THE BUSINESS OF SUPPLYING- 
NATURAL GAS SUPPLY SERVICES TO THE - 
PUBLIC IN THE COMMONWEALTH OF -. ■ ■ : 
PENNSYLVANIA • ; •

APPLICATION •
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TO THE PENNSYLVANIA PUBLIC UTILITV COMMISSION: ‘ ^ L

- ; .. '• rr
1. . IDENTITY OF THE APPI.ICANT: The name, address. Stephbne

number and fax number of the Applicant are: •'/

Unitil Resources, Inc., d/b«'a Usource 
■ 6 Liberty Lime. Wesr 

Hampton, NH 03842-1720 .
. (603) 773-6503 ; /"
, (603) 773;6703 (fax) ‘ .

TIic'Applicant has no predecessors, .nor has it operated under any other names 

widiin the past five (5) years. / ' 7.

.2. . a. .CONTAGTPERSONT The 'narne, title, address, telephone number,

and fax number of the person to whom questions about this Application should be addressed are:

. • Raymond Morrissey .
Vice President of Customer Relations ;

J ! - 6 Liberty Lane .West ; 
i . Hampton, NH 03842,1720. •

^ APR-4 2000- ' ■ (603) 773-6503 ' ... Mi"
(603) 773-6703 (fax) : . DQLUrltlM

FOLDER



. .V

b. CONTACT PERSON- PENNSYLVANIA EMERGENCY 

MANAGEMENT AGENCY: The name, title, address.-telephohe number and fax number of the

. Raymond Morrissey 
Vice President of Customer .Relations' 

6 Liberty Lane West , : ■ . ; .
Hampton,. NH .03842-1720'
(603) 7,73-6503 • ,' ;
(60.3).773-6703 (fax) ' N; .

3, -a. . ATTORNEY: ' The name, address, telephone number and fax'

number.of the. Applicant’s attorney are: 15

John J.-Gallagher . . ' - -■*
' . I^eBbeuf, I.amb,-Greene.«fc MacRae, r.,L.P.'.

, , 200 North Third Street , x . •
Suite 300

'-''V •. • p.o. Box ales.;.,
; ' ■<* . .. Harrisburg, PA .17108-2105 •. '

' ''(717) 232-8199 "■
. (71.7) 232-8720 (fax)' V : •' ''

•’ b. . REGISTERED AGENT: The name, address, telephone number.' 

and fax number of the Applicant's .Registered ,Agent’in.thd Commonwealth.are:

CSC .United-States Corporation Company.; • • 

319 Market Street ;
Harrisburg, PA. 17108 
(717) 234-9715' ’ . .

.(717) 234-9055 (fax) . .

' 4. '. ‘FICTmODS,NAiVlE:-. The'Appncant.win be using a fictitious name; A-

copy of the Applicant's apprpved Application for Registrotioh of Fictitious Name is attached as

Exhibit A



Applicant is a foreign corporation, incorporated in the State of New-Hampshire. A copy of the

Applicant's approved Application for Certificate of Authority is attached as Ejdiibit B. A copy

of the Applicant’s Articles of Incorporation is attached as Exhibit C. The names and addresses

of the officers are as follows;

.Chief Executive Officer- ■. ' Vacant ..

Secretary . , Sandra L- V/hitney.. ,
- : 6 Liberty Lane,

•• , Hampton, NH 03842

Treasurer Mprk H. Collin , ■ ■■ ■
6 Liberty Lane. .

. .Hampton. NH 038.42

Controller ■ ■ , Laurence M. Brock
6 Liberty. Lane 

'Hampton, NH 03842

6/ AFFILIATES AND PREDECESSORS WITHIN PENNSYLVANIA: Tiie 

Applicant's .corporate structure and affiliates are shown on Exhibit D. Ihe Applicant has no 

affiliates .'doing business in Pennsylvania, or predecessors, which haye done, business in

.Pennsylvania.

The Applicant applied for/a Pennsylvania Electric Broker license on March 16, 

20d0:v.The docket number-bf that application is A-n013.1. . .

7. APPLICANT'S PKESENT OPERATIONS; the Applicant is not 

presently doing business in Pennsylvania..



to-operate

■8.' APPLICANT'S PROPOSED OPERATIONS: The Applicant proposes. 

a$-a b'roker/markeier Engaged in the business of supplying natural gas services. ■ . .

' 9. - ■ pRCjpOSEb SERVICES: Usourceprovides natural gas-brokering services

to coniniercia] and industrial customers. As a broker of supply, L'source uses.its internet platform 

to match willing buyers.with willing sellers of.energy products. As such, Usource is not involved

in.arid does not plan to be iiivoived in the sale of natural gas. . .

10.. SERVICE AREA: The Appiicani will offer its services throughout the 

entire Commonwealth of Pennsylvania.

11. •• . CUSTOMERS: The Appiicani proposes to .initially provide services to:

commercial customers (less thah.6,006:Mcf annually), commercial customers^,000 Mcf or more 

annually),'ihdustfiai.custonicrs and governmental customers._v , :L; ...

12. ■ START DATE:'The Applicant proposes to begin delivering services on ,■ 

or about,May 1, 2000.

i

13. NOTICE: A certificate of service is attached.

■ :14 . TAXATION: the Applicam’s Tax'Certification’Statement is attached as

Exhibit E to this Application. ' -



.15.. COMPLIANCE:'Neither Unitil Resources, Inc., d/b/aUsourcc, nor any 

person'identified in this Application, bias been convicted of .a crime involving fraud or similar 

activity; During the last five (5) years, neither Unitif Resources,'Inc., 'd/b/a Usource,- nor any 

person identified in this Application has been the defendant or respondent in any proceeding 

dealing with business operations, • • <

16. STANDARDS, BILLING PRACTICES, TERMS AND CONDITIONS

OP PROVIDING SERVICE AND CONSUMER EDUCATION: Unitii Resources, d/b/a

Usource, acknowledges that all services should be priced in clearly, stated terms to the extent'

- possible, and'ihat comnibn definitions should be used. The Applicant alsq.ackhpwledgcs Lhat.all

. consumer contracts orsaks agreements should.be written in.plain language with any exclusions,

exceptions,' add-ons, package offers, limited time offers, of other deadlines prominently

communicated. Finally, Unitii Resources acknowledges that penalties,and procedures for ending

contracts should1 be clearly communicated. \ : . .

a. CONTACTS FOR CONSUMER SERVICE AND COMPLAINTS; The'

name, title, address, teiephope number and fax number of the person and alternate responsible for

addressing customer complaints are; \ . ... ;

Responsible Person: . . Alternate:
•RaymondMorrissey 1 ' \nil Areson-Perkins
Vice President of .Customer Relations . • . Manager Customer .Relations

'6. Liberty Lane West ’ . ".1 6 Liberty Lane West

Hampton, NH 03842-^1720 ; , Hampton, NH 03842-1720
(603) 773-6503 , (603) 773 6535 '
(603) 773-6703 (fax) (603 773-6647 (fax)

: b. '. STANDARD FORMS OR CONTRACTS: Unitii Resources, Inc., d/b/a/ ■ 

Usource, does not .use or propose to use any standard forms or.cdntracts for providing service to

•5



residential customers.. At the present time, said Applicant does-not'intend to .provide natural gas

brokering.service to.residential customers.-. *

C. piSCLOSURE STATEMENT: ' Based on. discussions between the

Applicant's Counsel and PUC staff, the Appiicant'belieyes a'disclosure statement is.urmecessary 

for an entitysuch as Usource that will act as a broker of willing buyers and seller's of natural gas.

■/ .-.I'?.. ’FINANCIAL FITNESS: r'Finahcial statements demonstrating the-

Applicam’s financial fitness are included in the Applicant's 1998 Annual Report, \yhich is attached 

at Exhibit F. Financial Warements- for the period ending december 3.1, 1999.. are’attached at 

Exhibit G. The organizational structure of the Applicant, including parent and affiliated 

! companies, is shown on Exhibit I). The'professional resumes of the Applicant's chief.officers 

(including the Chief Executive Officer of the.Applicam's Parent)5are attached at Exhibit H. The 

naine, title, address^, telephone.number and fax number of the Applicant's custodian for accounting.

records arc: ‘ '

*: -Laurence. M.. Brock ■ , ' , - ./:-

■ . - . Controller ' ••
6 Liberty I,ane West :

. Hampton, Nil. 03842-?1720 ,
' : . (603)'773-6510 ; " ' . - . . ;

• ;(603) 773-6647.(fax).

" ' ■ 18. TECHNICAL FITNESS:’- Exhibits I and J'discusses.the Applicam’s

experience as a broker.of energy products, and-provides additional evidence of the Applicant’s 

professional responsibility, and technical, fitness.



19. , 'TRANSFER OF LICENSE: . Uniril'Resources; Inc;, d/b/a Usource, 

understands that, if it plans to’transfer its license, to another entity, it is required to request 

‘authority from the Commission for permission prior, to transferring the license. The transferee 

will be required to file’the appropriate licensing application:.

20. . UNIFORM STANDARDS OF CONDUCT AND DISCLOSURE: As a 

condition of receiving'a license, Uniti) Resources,Trie. , d/b/a Usouree, agrees to eonfomi to any 

Uniform Standards of Conduct and pisclosure:as set.forth by the'Commission. ■

■ 21.. REPORTING REQUIREMENTS: Uniti! Resources, lnc.f d/b/a Usouree, 

agrees to provide the following information to the Commission or. the Department of.Revenue, 

as appropriate: ; - • \ ' . \ : -.. .

' a. : REPORTS.OF GROSS RECEIPTS: TheApplicantwill report its' 

Pennsylvania intrastate gross receipts to'.the Commission on an annual basts ito later than 30 days 

following the end of the calendar year.

22. FURTHER DEVELOPMENTS: Unitii Resources, Inc.,;d/b/a'Usouree, 

acknowledges that- if-is :umJer a "continuing obligation to amend ifs, application if substantial 

changes occur in the information upon which the Commission relied in approving the original

.filing..''' v,.■ ' V; . . ' •.

.26.- ' FALSIFICATION: Unitil ResourceSiTnc/, :d/b/a Usouree, understands that

the making of false statements herein may be .grounds for denying the Application or, if later
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Exhibit A

• PENNSYLVANIA . DEPARTMENT ,’OF STATE
• - , ' CORPORATION BUREAU

ROOM 308 NORTH OFFICE BUILDING 
P.O. BOX 8722'.:-'. •

HARRISBURG, .PA 17105-8722 ,

168

.MAR. 2 7 2000

USOURCE

THE CORPORATION. BUREAU IS HAPPY'TO SEND YOU YOUR FILED DOCUMENT.. 
PLEASE NOTE THE-FILE DATE’ AND THE SIGNATURE OF THE SECRETARY OF THE 
COMMONWEALTH.- THE CORPORATION .BUREAU IS.: HERE TO SERVE YOU AND WANTS 
TO THANK YOU FOR DOING BUSINESS' IN•PENNSYLVANIA. IF YOU HAVE ANY 
QUESTIONS PERTAINING TO' THE CORPORATION -.BUREAU,' CALL (717).. 787-T057.

. ■ ENTITY NUMBER,:' 29,29408 . 

MICROFI-LM;NUMBER:'. 2000020 •

0625-0626'

JONATHAN P NASE ^ ’
LEBOEUF ■ LAMB-' GREENE & MACRAE'- PC- 
,PO BOX 12105.'.
HARRISBURG PA.' 3 7108-2105



Number

' »
j ■ Entity Number ^ 2^iSSi

Ittt-Csprtraii-.} astah, onMAR 1 0 7nHfl

APPLICATION FOR REGISTRATION OF HCIITIOUS NAMI
' rees^31 \ (»ev90); • 2

t. The.fictitious.ndmo ts: ■ tlsource

ZAbrieistatement of the chomcterornatureof thebuitrvMt 
fictftioui Harne isr . ,u^OMn0Oua^ ^o^actMty »o be canriedon.under or through the

-i‘—1e^ercTV ~ -brokering "sgurvices . using itf.q i nr-or-yig>^ *.
3 buyers willing .3el3.ers"6£ .ene^gy1productsP:I^tfQnT1 ^ ~
3. The addreti. inducting number and .‘Street. If anv of the niW^nni nirtfft rtt *carried on under or through fne fictitious naSi fP.o. or other activity fa bo

6-. Liberty. Lane

., Number and Street
Hampton NH

pty
03842-1720

State
N/A

Zip County

*■ ^n^T* <m'1 nun'bor and slreel. II arry, of each individual Infected In the budnea Ic
Nan?° Number and Street 2 aty state Op'

5. Each Ghtfty. otherfhan an incflvfdual. interested In such business is (are);
Namo. ; ..': . • ' fttfmofdrgantncrrton OrQanaingjurisdiction ' PHndpcrfOmceAddress'

Unitil .Resources/ ' Easiness.
NH 6 Liberty 'Lane

Pa Registered Office, jf any

CSC United. Stai-A
Corp.. Hainpton, NH Corporation

’ ^ ‘ r——- — ------—^------- :—r-ij———Company, D^'iph'f r
6* Is .'amillar wlirr the provisiom of 54 Pdas. $342 fratottna id effect U reoktmttnHi „under the fictitious Names Act does not create any excLve or othw right in meAdW^JiariieJ ° UndeiTtandl ,hQrt mQ

^ (QP^Qntt0‘ The name(a) of the ogent(s), if ony. any one of Whom b authnriraH in wvf^njtg amondmonh: tn ujiih. i ... 1
from or cancellation of this registration in behalf 0/ all theaensttng parties to the re^istratton.'b



IN TESTIMONY WHEREOF. undorsign&d hove cxxuwd fhb Appfcaffon for Regtstrotfcn of Hctftfous Name fo bo exacutoc 
Ihli if riovof . . ,2-000 ' • , '

(Incfividual Signature) (IncCvkJual S?0nature)

. . flndMdud Sloryifmc) 

(Namo of GnHfYj

ftY* - ■ ■

(IndMcfuaf Signature)

I3nitiir_R^spiirces > "Inc. 
. (Namebtentlt

BY:

.. C.otjT~LC/C.1Z.-



Exhibit B

PENNSYLVANIA DEPARTMENT OP STATE 
CORPORATION BUREAU 

ROOM 3 08 NORTH1 OFFICE BUILDING 
P.O. BOX 0722 •

• HARRISBURG/ PA 17105-8722

MAR 2 7 2003

171 ■

'•UNltlL RESOURCES- INC.

THE CORPORATION BUREAU IS HAPPY TO SEND YOU'YOUR FILED. DOCUMENT. 
PLEASE NOTE' THE FILE DATE AND THE SIGNATURE OF THE SECRETARY OF THE 
COMMONWEALTH. THE CORPORATION BUREAU'IS HERE TO SERVE YOU AND WANTS 
TO THANK- YOU FOR DOING BUSINESS IN PENNSYLVANIA. IF .YOU HAVE. ANY 
QUESTIONS PERTAINING -TO THE CORPORATION'BUREAU, CALL (717) 787-1057.

ENTITY NUMBER: 2929440 

'MICROFILM .NUMBER: 2000020

■ . - 0631-0632

J P NASE
LEBOEUF LAMB GREENE & MACRAE LLP 

■PO BOX 12105 ' , •
HARRISBURG PA ,17108-2105 . .



Red DepartmepAaf Slate cMy» ^ ^ ?QpQ

}

Secretary <rf the Cammonweat

*4!eretf!m Numb or, 

Entity Number.

APPLICATION K)R CERTIFICATE OF AUTHORITY
QSC8:15-*124/«l2i (Ssv 901 

Indicate type c/corporation (check one); - \

_X_ ForeJ(jn Builnesis Corporation (IS Pa.C^. § 4124) . ;

___ Foreign Nonprofit Corporation (15 Pa.C.S.- § 6124}

- In compliance with. ffie requirements of the appRcable provisions of. 15 Pa.C.5. (relating to. corporations ana 
unlncprporated'assoctaHonsJ the undersigned aMbdartloh hereby states that: ,

1. The name of the eomoratlon is:1 Unitil. Resources Xnc.

2. The name, which the corporation adopts for use In this Commonwealth is (complete only when the corporation must adopt 
a corporalOi designator for use In Pennsylvania):

3. (tf the name set forth in paragraph 1 or 2 is not available for Use In this Commonwealth, complete the following): 

: The flctlHous name which the corporation adopts for use In transacting business in this Cpmmonwealth is:

‘'•S' .'Usource .. . " •’••• . •. ■ \ v" • .

' the corporation shall do business in Pennsylvania only under such fictitious name pursuant to the attached resolution of.
the board of directors under the applicable provisions of 15 Po-CS. (relating tb'corpqraHons and unincorporated 

• associations) and the attached form D$CB:54-311 (Application for Registration of Fictitious Name).

4. The name of the jurisdiction under fhe laws of which the cprporafibn Is incorporated is: •

- New Hampshire___ ___________ '------------------------------------------- ■■■'  —J— ----1------------------------ ’

5. The addreii of Its principal.office under the laws of the jurisdiction In which it Is Incorporated Is:

, 6 Liberty Lane____ ■ ' ‘ . Hampton ' ,, / NH- " ■ 03'842-i720 '

Number and Street ' City ' State Zip

6. The (a) address of this corporation's proposed registered office In this Commonwealth or (b) name.of its commerddl 
.-registered ofnce'provlder and the county of venue is: .

. '(d)-. •. V;’ ■ : .———.
. . Number and Street j . • City . . . State Dp County

(b| c/o: CSC United States Corporation Company • / ■ / ' . ■Dauphin

Nome of Commercial Registered Office Provider ' County

For o cbrpomfion represented by o commercial registered office providQr..lhe county In (b) shed be deemed the county in which the . 
corporation Is located for venue and official pubiicaflon purposes.





Exhibit C

STATE OP NEK HAMPSHIRE

ARTICLES OP ZUCOfiPORATIOH 
UWITIL A®*ouxo®»# Zad. .

THE ONDERSICNED, ACTZKG AS INCORPORATOR OP A CORPORATION CINDER THE' NEW HAMPSHIRE BUSINESS CORPORATION ACT, • ADOPTS THE FOLLOWING 
ARTICLES OF INCORPORATION FOR SUCH CORPORATION:

FIRSTt Thanameoftho corporation io UHXTXL Rasourcea,
Inc.

SECONDt Tha corporation id authorized to issue ten thousand 
(10,000) shares of ccuaBon stock having a par value of $1.00 
p*r share. 1 These shares shall have unlimited vorlng rights 
and shall be entitled to the net assets of the corporation 

'Upon dissolution.- : ;

THZRDi The street address of the initial registered office 
of the cgjT?oration is ,215 Epping Road, Exeter, New Hampshire.. 
03833 and-the naae of. its- initial registered agent at that ^ 
office is Gail s. Brown."'

fourths. The capital stock will be sold or offered for sale 
within the meaning, of R5A 421-B*. (New Hampshire Securities 
Act) .

riFTKi The corporation, is eapowerod to tranoaot any and ail 
lawful business for which corporations may be incorporated 
under RSA 293-A. (New Hampshire Business Corporation Act) . ..

SIXTH! The name and address of each incorporator is: 

Gail s. Brown.
216 Epping Road . .•
Exeter, New Hampshire 03833

Dated, Hay 6 •' ' .. - . 1993



n&BGM to Amass or xsc

OP ., UN1TXL Resource ( tnc.
“ (lna«rc corpanu asis« h«r«)
STAXZMEIT .PORSOAWT TO US UA 42i-fl:13 I-a (*)

Para Hr A

APPLICANT NAMZ: , . UNITTL Reaourcaay Inc>

BUSXKESS AOIlELSSSt 216 Spying Rom
Exarar, New HenpaKlra. 03833 .. ;■/ . ‘ " ■

TELEPHONE NCWBEES < 603) 772-0775 '

.1 (in) m («ro) amre dut the Oolfora Sacurltlaa Act of the State of Nfew 
Saapahlsa (USA.421-a) aiaapea fron reflatratioo up to cen (lO) salie bf . a 
eorpotatloa'a a«curltlaa» for a corporadon ncvly formed ..or tu ba.formed, .. 
prodded that.aalee ara coaaxaBmated vithln.30 daTa after coaaencasant of 
buelneea by the Isau&r (RSA 421-fl!l7 II (k)).

ITEM i
If the corporation will be la'coapdiance widi .iSA'421-B:17 II Ck), .the^abovo 
ataeuea, all iocorponeora suat initial on th«-linas provided in tMo item,
then proceed to Certificationr othenrlio-yon nmat CGBpleta Item B.- 
Initiala:> ' 01^" •• ’ - . •' —_____ > ■

.V ■. • _ J32LA
Plttae coaplete the appropriate aectlOn (far aa«i*tance» pleeae call Bureau 
of Securidea Regulation at 271—1463):

1) If the. corporation haa or will be registering ita decurltiee for sale in 
the State of New Hmpehire, enter the date the regiattatloa fitateaent.ena or 
will be filed with the Bureau of Securitiaa Regulatioa: .. ______ i

<a

2) If the oorpoMCion vill net he ragiacaring iea •ecurieiefl for sale *ia the 
State of New Bampahlre, entor the exemption claimed for sale of the ' 
corpotaclonU aecurl.tlear • : ' ••• ~

arRTtviCAJiast ******** OT3T hb carptarm. iwn mtsim ******** cattmcmoN
, jive) ctrrffr the pergon(a) aijciina thla :fom Imrludee all the incorpo­
ra tore, and that,the foregoing; Ifl true.and complete to.the heat of my (our) • 
latawledge • Ve further certify’ that the ertielea of Incorporation state 
^ther the capieol;atbch will be -sold or offered: for sale within.the meaning, 
of RSA 421-8; .

Signature: Qxd. th&jml :----- :. ’ SisnAtur.. —_—--------.
7 :

■ flijenMtetiift ' ■ • . . ■ • , Signaturet ■ ■

State’of " Ngi Banpshire 

County of " ItockjjTsjiieiifl

Subacribod and tniom co before me this , Cth day of
■May .' . ______ , 19 93 .

&&?/*><!< 'll). O.MAtun'U.
.My coaxnlsaion esepireaf • -.

• bONHAM. CARLETON. Notary PubfC
******************** ORIGINAL MOST BE May 1.1«96
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Dear Fellow

Shareholders of Uniti] ,

.1998 was an unprecedented year of 

.cliohge. for■ ihe-'Ulilily industry, (n the 

■ wake of pacesotler.states like California, 

MassachusetN and New Hampshire, sev­

eral .more stales enacted restructuring' 

legislation. Utilities sold, billions of doj- 

■lai.s of power-generating assets: Industry 

consolidation'accelerated, particularly in 

.'tiie. Northeast,'and for ihe first time,'tor.-' 

eign companies proposed to buy United. 

States utilities.

focus is crucial in this new environ- 

menli. Mpst companies have fancy mis-, 

sion 'statements and thick'strategic plans, 

but the difference between success and 

: failure, isn't so much tho plan,' as jt is the’ 

discipline and focus dl.\managerhent to 

work the plan, doy in and day out. Pick 

a strategy and.stick to.it/

I. . in addition.to a single-minded focus,

| we believe in the heed.to challenge con­

i''Ventiohal wisdom. Unitil often has been 

'unconventional. We were'bne of the first 

utilitiesio eschew oyvning gehefatidn in 

favor of buying a portfolio of energy on 

'the open.market.: 1 he result; Unitil cus- 

tdniers have enjoyed the lowest price in 

creases- in thb region over the last 10 

years. ^

We believe in the b.ehet'its to.consum­

ers of retail, conipefitiph. Accordingly, 

i Uni til was'dheof. the first and .strongest- 

voices, to call for (.ustoriier choice, and 

open cbmpelitive'energy markets.'

: ;We also -challenge' the notion that, 

size and scale are the sole defining char-, 

acteristics^of the new utility; industry.

; Tpday.Unitil has the lowest per customer

1998 Annua! Report



(fislribulion- coils'jM- the region.->vt*ll bt:- 

iow that-of companies niany limes bur 

size. We believe customers will seek al­

ternatives to the mega cbmpanv, as they 

have in banking and telecommunica­

tions. Small banks, (or example, are one' 

of the Instesl growing business segments 

in* Mew England.'As-our $200 billion .in­

dustry gets restructured, wewiieve small. 

aggressiveNutilit^es can capitalize on new 

opportunities created by consumers grow-* 

ini; desire for personal and local'serviee.

poeuson ; = ;

cransicion.

Last year was the year for planning 

and strategizing- We expected it.to be 

a-transition year. We were halt right 

our transitiun.-will continue in 19b9. *

Our primary focus was to resolve in­

dustry restructuring! We succeeded in 

Massachusetts,, but fell ;short. in New 

Hampshire,. Nevertheless;' intne'process, 

we have: prepared ;your: Company .lo 

capitalize on accelerating growth oppor- 

tunilies in1 a [jost-restructured industry.

Our Massachusetts.-.electric restruc- 

.. luring plan a Lows Unrtil to''recover 

of our stranded costs. In retunr! we have 

agreed to sell the generating assets and 

"purchased power contacts of our Mas­

sachusetts operating subsidiary and to

reduce our rates by 15>%:as renuired.by. 

legislation. Our'eloctnc..rates in■ Massa- 

clmsetts remain.aboiit average.1 •

However, our-gas ratesSCorUinuf:;;td / ■

be in the lowest quurtiit.. ey'etrnftei ^' •'*'..

recently approved g0.s base rate increase ■

... the ffrst such incieastyinbver 14 years.. ' > 1 

We are well-positioned for the gas incus- 

trv restructuring which will take place.in 

Massachusetts in 1^49:-.

In ,Nevv I lampshire, in'an eltort to rer, . v

. solve the cbhlinuing-.liligatibn. oyer, eity-; 

trie industry restfucturing.'-we'proposed'a - 

■voluntary' settlement- ’Our'proposaKhad"- 

the backing of a b'roadVcoaiitiufv of bu^i-: 

ness and consuhier groups and regulatory 

sU-irf. Lfitimately. Ihe New Hampshire Pub- 

lic Utilities Commission, attached cbn'di-V 

irons wh-ch made-ihe settlement unac* . 

ceptable, and we hlilted lbe..pr6ye^.y;': ' ;..v.

' We are.disappdinfeci thin the Gommis , 

sit jo did not approve the settlement; vyhjcn. .

we believe would hnve created adiee arid

■ fair'eompetitive market-/6'r pin customers. /-■.. 

..while pidviding. the' financial base, neces-*

' sarv tor the Company, to complete’the trai';: 

sition The result •vvasvpyizzling.Vsinct;;; ■/ 

Uriitil's rates are one-tniVd beiow the state-, 

■wide average. Rates in January 1999 Arey 

13% lower than in lanuary.l^utt. - *

■ We did succeed, howoyer; in-s;gnifi:- . •_

■ cantly raising:tht* public, premie pt- the posi- . 

live benefits we provide pur:cuhi6ihers-. '

Ollnilil



We are confident llrat yyv .will adiieve 

superior alternative rcsdkition^ytho'c'nri; 

of this year, leading to.stahle rates, KK)0/** 

recovery of our costs, and free and fair 

retail competition. ......

FOCUS on , 

earnings

For the year, we earned $ \-'/V per share,

, compared ip $1.ftQ'per share in'iyy?. We 

see this as. a significant achievement. In 

.Massachusetts, we alwrrbed both the cost 

Of mandated (;lc*ctri<; rate reductions and

. •; Also in. 1996, we tried Vo.live by the 

motto, ''Organizations don't, change, 

people change." To get ready for the new 

industry that’is dawning,''all'.Uniti! em­

ployees participated in a three-day resi­

dential 'learnings Unlimited" focus pro- 

gran:. You can read about the inspiring 

resulls in; the following pages.

EacK employee now knows the chal­

lenges facing us. Lach one knows how 

he or.she.'can,CprUribute directly to,our 

future success. Our customersVmd other 

stakeholders who'observed or par.li.e-. 

pared in the. rocus sessions told us Uhitil

pie loss of gas earnings; due, to the. war in- | is. imlike any-other utility t hey know. We 

e.st'Winter on record, this is a good result :-know we are. We are ready. ■ r

for a difficult transition year, but.vve know.. . ■ •

it-won't cut it in the years ahead:. ' |": .

• Our total return .to.'you, our owners, ! FOCUS Oil• ■

■was .abpu.t- 11%, based ori a year-etid ; the flLClire

'1996 closing share* prie'e of S^.r/iVMore- ’. The fundamental challenge.tor the mil-., 

over;, several of the financial ratios we i ity industry is how. to grovv earnihgs'per 

track,indjr.'ate that Uhitil's. nhancial cbn: | share, in a mature industry. Each. com-, 

oifion is vei'y solid. . ' ' !;pnny is competing for a bigger slice of a

Our 1996 finaiicral results'iriduded;-| slow-growing pie. ..The trick is to' grow 

- .A return on equity of lb;9%, - at -j without taking unflueTiniincial risk..

tlie industry, median. Each segment of the restructured in:
* An equity capitalization ratio ..of " j dustry has a different earnings potential 

■ .'>1% above the.industry average, ' j and risk pro'fiUfTMany-ot.the larger utijk 

^Z titiies interest coverage.fhe--.. ; j. ties have.gone-overseas to increase'earn- 

indusu'y average ’ ' - j ings/Avith-'mixed resdlls. In the energy:

'A,cliyidend;payout of 77% - 'slightly-j services, bus'ihess; as rwel!,, profitability, 

above the industry average. ■■ ; . j has pfoveci elusive...r.believe this back-'
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drop of unsuccessful strategics largely, gn- 

plainv the recent spate of'utility merg­

ers.
I don't.reject the-theoretical efficien- 

cics of riierging utilitv operations:'How: 

ever, I any sobered by the studies that 

.slunv 'iwu-lhiidb ol all meigeis m all ini- 

dusfries do not deliver the promised ben-

.efits. I also' believy technology ■:will.ne­

gate some of the advantages of bigness/ 

In most mdustms, :the* smaller partici­

pants usually produce tlie superior finan­

cial returns; Time will tell.. ■

■ The Unih! mission statement co.n- 

eludes wilh the words, "No null. No. 

bunk. No kidding, lust results," Our fo­

cus for .the future is’single-minded * to 

grow earnings per share by .8% to 1b% 

per year. Thib rate is eriuivalent to the 

long-term S&P' 500-historical earnings 

.growth rate. Our flag is in the sand.' ■

.We will pursue, this goal by helping 

customers get the best deal possible to. 

meet their energy needs. Lots ot utilities 

talk about customer locus. Aua .small 

company like Upitil, the CFO can per 

sonnlly-visit.every major ■customer. In 

customCM'.service/ w'e'aim to become a 

slandard to bemeasured by..

■Our.'historical earnings growth rate 

has been an. average .of 4%.to b%. This 

fact demonstrates that our core distribu1 

lion business, alone, can't deliver the

required hew growth..VVe'rnust.find, runy 

ways to gro w earrings. Let hie g-ve some'
•j . , a' . 'examples- '•

One: We are involved in a strategic.re- 

latiorship with a-privately held stayKip. 

company that has 'developed a'n-Tnter* 

nof'basetl: electronic aiiction ^ystem to: 

the*, sale* of ..gas and. elcqritTty, and' we 

have iicensed.their technology./Custom-.

•ers and suppliers like the svstefii: be-, 

cause pi ns user friendliness and signili-, 

cart energy savings. This system.-allows 

your Company to represent the cusidme". 

in the marketplace,; withoui. taking; the 

.-significant' financial- risk, bf.TAvning; the., 

physical energy cbmmt:d!ry. We have ak 

"ready begun nVarketiug .this service;' 

Thcoreii<;aliy. we coujd.uSe'iranywhere; 

in .the country. We firmly i‘.elieve dus is

the way gas'and: electricity , wrli'be sold

in the future. - - , :•

Two: Public power generates almost a 

quarter of the nation’s elecfncitv.'There 

are more than '200(1 ;pubik: powei eiiti- 

ties in ;the United Status Tublic power 

serves 500.000 customers in New*. Tn- 

gbnd. Coming frum this segment oi the 

industry, I respect iis capahilities.and.its 

customer focus. I believe there is- a sig-
t *

nificant opportunity to partner \yiih pub;
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lie power, organizations. In doing.stvwe 

can realize the benetjts ol scale and pro* 

vide additional channels, to customers. 

Private companies have-developed this 

niche market in. the public water sector; 

the promise is there for the public power 

sector, too.

Three: New England is rapidly, increas­

ing its use ot natural gas. Major pipe­

lines' under construction will bring more 

supply into the regihiv.'Customers'are 

asking for service. Our Massachusetts 

combination'gas and electnc distribution

FOCUS on / ; ; .

results. V"'

Our primary goal is consistent gfowlh 

irrearnihgs.pcr share, and,we .have rievel-. 

oped specific measures to gauge how we" 

are per'dfrning. Oyec.llie next live-years,, 

"we will also .measure,' ampng'orhej things:-- 

'* Hrnph;»yet' perception (jf ynitil-.as a 

'high-pertormahce work.cultuie, This 

: measure balances .the earnings' per

, . shate,at'-,:all. cpsts''diVe.nialii.y:,\0)v-a 

scale of O to-6. we are'at:'"4:0" right, 

now.-. , ; ,
Generating 2u,%or pui.-eamings troni

operations company has a gas-franchise j 

vyith unrealized potential. We 'will corn- ] 

plete the necessary assessments this vear j 

to determine.its expansion^ potential. .

eniirgy products and .services. 

ArhieOing total gas.a'hd ej.ectric costs 

•in the iffst quartile among the’low-, 

esta"/ist j>rovir;ers >n thr* Stew England 

Region. ' ' : ' •

All these-new strategies, are geared tor j
1

ward buttiim. .line earnings growth. Be­

cause.of the above, and 'other ideas -we -i

Custonier loyah’y'detineri as.'‘ good, 

or excellent'' in.our customer suryev- 

fesuits. Most ufitiiies include the;"ac­

are working on, our major .challenge will .1 

not' be' the lack of developing new ;op- i 

portunities, but picking't.hose.wh|ch best j

ceptable'' response, as-jit'dicati ng;cusy 

' tomer satistaction. Kor Unitil. -accept­

able''^ peufurmance’: doesn't get it

capitalize on our core,talents.- We-.will: j- :done, anymore:-..-

. scrupuious'y evaluate the. best .way to !

. maximize sharehoider'value in any op-.t;• We have tied hia:iagement opc.eh;- 

portunities we consider:- Jployee incentive compeh;ci!io:i. to. the

j.acliievement of these goals. The bar. has 

. I-been raised significantly - we w-ill have

j to..earn these payouts:



We cbritihucvto strengthen' uur corpur 

rate govt?rnanco procedures and Uansi-
' k. , • ’ M •' ' j*

lion Board membership . I salute our 

three leiiring'pirectors - William W.. 

heal Charles H. tenney'll, and Douglas 

■K. Macdondld - fof;the'■.committed ser-'' 

vice they-provided your Company. Jhey 

.will be hard to replace.. Their .proposed 

successor's are CEO's from competjtiye' 

industries,'inciuding-ohe whose firm .is. 

also a major‘customer of Unitil.- 

.1 also want ;to.salute our employees. 

They have risen to the occasion time and 

again. They have earned us our reputa­

tion, as an excellent' ahd innovative utji-

hy--

Your Company is financially sound. We >; ; 

have a, detailed game plnn in place. As,;

the key'to.bur. succebS, \ve have decided, 

to 'place-ourselves, firmly on the side of 

the customer’We are capitalizing on our 

.coreistrengths and, avoiding the untried 

and unproven. Neither are we hiding be­

hind some vague- notion* of value ere- 

ation.'We have set robust .periurmahee 

-expecla1idns,:designed specifically to in­

crease your :rctum. We.will.contihue to 

dp the uncqnye.ntipnal and,unexpected.

I am having immehse fun leading your 

Company I‘thank you lor the privilege.'

I' Robert G. Schoenberger 
Chairman.of the Board of Directors 

i & Chief Executive ■ Officer

March 3,1999 ..
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FOCUS on

a comirion goal S •

.Who was it th«ii snid/'i-iali'Htisgiime is ninety.- 

jjcra^jt muhtaH We prolviliiy remember, be:.* 

c:uui.(., the words'ore. meimingful, the man is 

colorful, and hts learns won pennants in both 

major leagues.was baseball legend Yogi 

Berra.-What was be talking about? Alertness, 

conmiilMrejit, and focus. ; • . ..

:;Ber)iamin Franklin, siatesman,/diplomat, 

and ihve'nior..:;iddfe$sed the same concept: 

"The secret of success is constancy of’pur-' 

|;pse.":d;idustriali5t Henry ford also spolie of 

unfiagging.cdrnmitment when he wrote, "Qb- 

.Stacies are tliose frighlful ihings you see when 

you lake your eyesoff your goal."

'' : The.wisuom (i>f their words h’ri's.inipact tn

lliis day, but perhnjrs nof so significant an inv 

pact lor us ns these words: ."Try a.new idea 

three tiiues:.first time to get over the feai of it#..

.second.time to leam.how to dp it. and third 

.time lo'se.e if-you like it." The «aulh<jr;isn'i as' 

well-known as Ben Franklin; but ihe wordy have 

measuralrle benefit.. They were written by n 

Unitil empldyee/and they reflect the wayThis 

.single Iverson is doing-his job. fight ndw.diV 

this Company. ,

It was also a Unitil employee who \vrpie:. 

"Be accountable for every area of your life. 

Look to what you can.im|>rove." Another said)

•"People.dp'a.better job when they know they 

. are appreciated." One wrote, "Learn to relin­

quish the lead in order to get to the .qbjoc- 

tive.TAnother.T'Bc a willing listener lo advice 

and new ideas." Arid still another wrote; "At 

leas?once aday, l .will make a decision about 

■ something that has been sitting .on my desk 

and 1 will complete .the .task/.' /.u.
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o O

Hove wealf lurned inlo phi!ui>6phefh^ Nu.’i
• j‘ bui vvu bcive a!) gone, through ^'series of inlvn- 

sive, Bigh-t-nergv, hord-working; focus sessions; 

,-jnd these are some or the* things vve learned j 

there. We call !hem.‘'learnings.’'They are help |

iing our Con^pany . to do . what Berra ,;nd 

Fianklin and Ford thought \vas.critica!. to ,sue- 

cess in their own endeavors —focus.'

'Unilil's mission is lb set the standard ,as ah 

ent'epreneunal Company :n the energy indus­

try in New England. That means wo have to 

he tasufr/better. more flexible..

To got, to that place, we rirs,t.;need. to 

change the way w'c think' and then c hango tho 

way we act. So early last yeac >ve established 

a .c-oss-tunciional team .of employees under' 

the leadoiship of Uhitil Pre.v.dent Michael 

Dalton • the "Change Management Team," 

ln:April. the teani began its wc»rk by focussing 

on leadership, and guiding us in the develop­

ment of core leadership principles. "

I ater.in the summer, the Change Manage­

ment learn helped roll out a major '.’FOCUS'" 

program for all 3^4 eniployees. Through.a se­

ries of Inree-day focus■sessiqn^hhejprijgiam. 

helped us all find new ways l*J get work done, 

arid it brought (he Uhitil mission deeper into 

the organization It gave us the .time to be­

come clear on what our mission-is., and in- 

tensely focused on our contmon goals.

We focused: • . ’

Our "learnings” are ihe'.evidence.' As- the 

focus sessions continued and!each employee 

more'fully understood the role we will play in 

the continuing success ot our Company, the'

learnings oeg^in 

tudow — mrre 

.than 30 of them 

.from each em­

ployee. By the end 

of the;-fifth and fi- 

.njl focus session. 

ir:onO learning' 

were on . liir’ 

tr.OOO ideas w 

had-.thought of, t 

seen, or heard th 

we believe vvill cc 

tribute to the acco 

plishnient of Una 

strategic ohiectiv 

\Ve have signed 6. 

adopted the'corpo 

mission as uur own. 

share a common g 

Another piodc 

Our foc us was "prej 

To learn to move qi 

in developing and 

ering.good ideas,

•tpeus jearh of. eigl 

.required to conce 

ganize, plan, and | 

to senior manage 

proiecl designed 

duce o.ist savings 

tiona! revenue tn 

Motivated.by the. 

for 19S8;' a savings of $65,000 would produce a 

"I.C inc rease in earniifgS: pef sha'eV-all 324 of us 

invesled three days,, and produceif 3':i';)roiects!

i.aT-.'i

w:

m

z> . -1

ia OUnitil



: , Dors till lltis soOiitl hkc wtii gcinje^ Vci it 

was. an exercise, but it was no.game. it had a • 

..serious purpose, •denwnstralinft to each env 

. ployefi the fjroc.ess the Company will go through 

io accomplish our goals ~ (ho chaos of the new 

and the unfamiliar/ ibe cooperation mejuired 

to bring a project into focus, the pressure ot 

deadlines, the demand for highest quality, 

arid the* absolute necessity of keeping our 

eyes on the goal...

■ Over the six week's following each fm 

cussession^vve put’our project plans into 

aclion. Many .are .already completed 

and their financial benefits are .flowing 

•to the bottom line.iCniploveKs are-see- 

ihg that wdiking togc’lher towards a 

uinmiofv goal does.have direct im­

pact, on earnings. As a'result,' we 

»ir<»; thinking less .like ‘cmplt jydes 

and more like owners. Your Com- 

. pany is'our Company, too, anri, 

each of us is takiiig responsibil 

dy fdrmakfng it successful.

FOCUS on ' 

performance

We are. certain that oir 

intense focus on our 

mission and goals is the . 

right path to long toim . 

sluueltoldur value. All 

■pur employees'nre 

well awan.* pi oof goals;.and 

npsl li.iyf shown genuine enthusiasm for. get

eu s i o n 

Drivers," 

p we a»l. 

low how ■ 

t»':are going 

. -proceetr •
. ynd how we 

illnicasureour 

progress.. The, 

Decision Drivers,. 

ide our deci-; 

sions, anchset spe­

cific targets ^‘or fi­

nancial resuhs, basi- . 

nes's..c*xpansioh, ,cus* . 

tdmc'i-loyalty,higlv|)er- . 

Iprmance work force, . 

best of class, quality 

’.products ah<t services, 

and the Unitil 'image. As 

expected, .this .year we ■ 

have hit;some of the tar- ■ 

grds, fallen shod of olhers^

Tor example. Driver ffl is ; 

financial Kesuits. Our target 

lor.1998 was to earn a return 

on equity in the lop half of com- 

paniesin our industry. Cur l 998 . 

performance of $17/ per share 

achieved this goaf.. .

Nevertheless, earnings for the • 

year were 3<t pe: shau; below 1997.

Has something gone wrong? No. As 

.indicated in, the “Mariagementis Oisr 

• cussion and Ai MlysiY' serf ion;(f >eginning

ting there*. We have olso iocused on seven "De* ; on; page 2U) of this Keppr.t; many factors al-. '.
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tiie »rnj.K«.:i:<jt‘;«lec-v 

ring .in Mnssachusetls :.\nri :he 

i'e wiirmost heating swison on*

i»r,- CcT^nings .wore • remarkiibly 

i;ht nf these nhstades. and the.

» principles'are stronger than 

:?use 6t 6ur focus on'our.;nj(S- 

ohiain vvrill-positipnefl lo profil 

ruc.tunn)’ and competition..We- 

^c.ost.dtilit'y. VVe-epfoy a gener-

rabiecustoinerporception- f.JuV,. 

d costs.are nmnagenl^ie. We.aro 

ally sound- Our employees are' 

itted to success.

>f the Decision Drivers iHal sur*. 

:d il> Driver ^4

.h-Performance Work Force. 

missitin.here.i^ to ne a results-, 

en Compartv..Accordingly', pur 

uviors 'must r'e/lect a conuni!-

nt to excellence We .niust'rec-, 

;ni2e;tnat.pur willingness to com- 

lunicnte and .to-support uric an 

ther .is central lo oui suc.cess.-VVe 

nust continuously.learn, and'ni- 

prove on what we do- Theni dur 

employees will bo lova‘, because 

we provide a work environment 

which few.eds both.individual 

and team •acKieverneht;,en- 

• courages teamwork' 'imc«:iem: 

i powerment; fosters,open and 

nmunica'ion; and v-aluos niuiu.ii

respect and ethical busihess;practices, ’;



W<* or<> fMi.'aJu.’.iny oursuctii^s by means 

ol a <.‘ultur*M Index drawn twice a.year tmm a 

. tou;>ii(, anonymous survey ol all emidoyees.

• Tbe.l/idex gauges our progress-fri flu? are.is ot

• . arbiovomenl, .r.‘n.‘[)mvernien!, tramvvo/k, u.*-

spuct, (/ominunicalion; ethical |)rnctice, and 

many other dimensions of,employee iritor.if * 

lion. With a possible top score-tn’each'ciU*' 

- egor.y of "(»/' it was cleat we had a long way 

to go when our January: 199H survey producer: 

an aveiage setmj ot oiily .

Soon adttr we took that first survey, all our 

managers piirtir.jpafpd in dravving up a com 

use list of pur Company's Core Leadership 

Principles. We published the principles. Our 

'managers and,executives signed diem. Every 

.employee got a pocke'-si/e copy of them, and

• wt* began to live by them on the p>b; •

. Ther:, diririg.tfie -year, eac.h.employee at*.- 

tended orie of our three day focus sessions. 

The corporiiir.; culture: began lb evolve from 

lat.kluster to confident to entnusiastic - The 

November l survey showed an average 

score 6l »1.U, well exceeding the year's goal 

f<ir ."High-Wtitomuha? Work Force.'',

There is .further motivation for high perfor* 

niaeu* U\ l{t9Ut ior the first tirmr in tJnit'Ts 

history, employee compensation -.not just 

. executive compensation- will be pegged to 

ptii'.financial performance.'Rewards will be 

linked rlrei tly to the achievement rif our mis* 

?iion. T<>: promote our locus- on .earnings 

g»<;wth, the new incentive plan links earnings 

per share to nbnus'paymenls.for afi employ* 

(‘<‘s. Tfie goaf won't be,easy Jo reach; in order.

for any incentive to be paid, our Company 

must measurably outperform the tW)8 level 

of earnings. : . • / -

■ The beauty.of the plan is that it offers en: 

couragement in the. form ..of cash incentives, 

•for penple who help the Company meet ib 

goals; Jiist as employees' are seeing that their- 

..extra eftort |lows:iglu to the bollorn line,_they 

now will have an opporlunitv to enjoy some 

of the tmits of their own success: •.

FOCUS on . 

accomplishment

Out of our focus on the mission has come our 

Strategic Plan for 1999-11001. The plan was ap­

proved by the board of Directors oh January 

.19, 1999. The key to our success continues.to 

• be simple and straightforward: Stick Ip what we 

' know. •' \ ; V':- •' • • • -

• '.fhere rtre seven strategies in (fie Strategic 

J;Inn: first is growth of the Company's dislri* 

hulion tnisiness. We are doing business in o 

vibrant <.*{.pnomy iind in'a geographic area that 

is nttracling many new residents and busi­

nesses.. We will look lor oppdfUmities'to ex­

pand our sales'of gas and electricity to this 

growing market. At the'same time, we wifi 

continue to seuk a good fit between Uniijl arid 

other like-minded entrepreneurial companies 

to meef our rnissipn objectives

Second, we will develop energy jVoducls 

and services ip meet customers'-ndeds, save 

' them money 'improve (lien lives or their busi­

ness'operations Wu will begin with' tried-and- 

(rue (iroducts. for .1999, we’have revitalized a

. 1998 Annual Report
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water heiitei re nal prugiani in .Vteachuselts. 

Vyc expect to evpnnd the program into Npw 

Hampshire later in the vein. By1 the end of the-

foeu> s&sion* are beginning to gem-'nite^ay- 

ings, vcunomiws. incremental rt^enues. anri 

yiher intangihle benefits.^O; the, 3:) .proit:ct?,

year 2001, our target is to offer an army of prod-. | proposed, I ■•' -are complied; .the .remainder

wili continue into IVV4-1-

t'
ucls and services, and to.generate 207^ of our 

earnings from these sources.
The third btrategy is.grovythr)* our natural 

gas service in the i'itchbuit,. Massadiusetts j pac* on the futuie of pur Company is so big. 

area. We have launched a feasibiiity study, and that W deserves; extra cpnsi;iera!ion: Unitti;-

The seventh strategy is restructuringV lts im-

we expect the results by mid-year. !n the mean­

while,the sates effort.in natural gas continues 

; to he brisk.

Our fourth strategy involves municipal and. 

government markets. There are hah a million, 

■customers of public utilities in N'ew l.nglarid. 

We are exploring several business models to.}

.mission — the-object prour.:interise locus'-' 

has become the. co-mirsto-ie principle to take 

us through the t;t>npiexities'pt resl'UCturing: Our- 

.dec_»sions and strategies-aliicycleji.ick to-olir- • 

statement of iinssioni'lt is thetleiinitive e.\pres: 

sion ef.where.sve are going. ‘

In.accordance with the mission.Tnjr sIra!-
We are ex[ilonng seveial business moueis lu i -r V......... ,
jee inhere ii a prowahle busiriess for'Unil'I in' | efty ippre^rutthur.g'ii deii^ned lo. preserve 

'providingtlis'lribuiionsystemmanasememairri ;ou.Hnarrciall.ase'ensu.bi.oMVtru«iexeelleiitbi> 

other services to rm.nicipal electric systems, . j frations,.m(limplement new mitiative.stogrou- 
FiUl) is enetity I’tocuteme il and markelini;. j both lhi- Comp.>ny and tht' t.nanciai teturn to- 

Unitihs well-knovvn rn our icKion mr ou exper- | shareholders, Out restructuring plans in Mev 

. tise i,,-purchasing ene.By on tireopenimarirel.;) sachusetts and New'Hampshire havet been- 

•We see emrrBy. trarling anri Vervicns as a market Itue to litis goal, albeit with mixed itisuitv.

opporUmitytobupursued.aridarc'heekingways | . . • - ;\;
. U) expand thisIVicel of ui.rbij'iii-tss, 'r V -j' Massachusetts: ‘in 1 Oa?.:on Kcw^^rs.E^;;

The sixth component'' is cost Mayings and ) five wneksafter the;passmgptylectrig restiuc-. 

' rcveiiue enharccmetiis. Oui objective.is for | -wringlugislation in,Ma*WCh^ .

.tliis strategy to achieve a growing eontribulioh j Eleafic Kustfuc.luring rdon. the chajtgtjs-to >y='. 

tu earning^ in each year: Two significant initia- tc-ms and [Kor.edurt-s:necc-ssar.v to implement

Uves begun in-1 m will be continued. the, plan were eno-mous.' but were succe^;.

First, we have identified 26 area's that could } fully. (dmpierud only right weeks uner.. In iu>t 

produce, savings n- earnings ':Wnetjts. Kine j.oyer-ayear - tm )ariuar,v T.S; ,Tyv»lJ r fhe Mas- 

have led .to projects- that are'iiireacy'cony sapn.siLns- Dep«rtipenr of.teleconnumtea- 

pleted .five are continuing into 19‘iy. and the j nons and Energy gave- o.ur plan.its. final up-

• '-i •■ i't
i

■ t *1

•»i

remaining need turiher study.

Second; the projects from bur .employee

proyal.*.
'•Corsistenl with.-the. legislation .and buf:

Ollnilil
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. c OfT’m/rmcni -io cMher subsUinlial benefits to 

iil! ou'r customer, tt)(? plan indt/des a cumuia* 

;tive 15% rate roductron and enables choice 

ofeJectfk. enfffgy supplier. It also ensures.that, 

.electric service isavailahle to all customers at 

(helowest puss hie cost, with specific rate dis­

counts for eligible low-income customers.

, .In Massachusetts, keeping our focus has 

led to final approval and .execution of.our elec- 

. tr.c restructuring plaii. Cias unbundling is hard 

<jh the heels of eiectnc teslructuring; we ex 

(ieci'it U) he operational in the fourth quarter 

of '•

New Hampsj.hire: In New htampsiiire, half the 

• game has hu.lv been ninety. perccMft mental. 

Main(aining out focus lias been critical to 

beaching.our ultimate goal,'.is.the legal anti 

"'political pres-suie to voniprohiise on .issues es­

sential to .our mission has-been fierce. One 

•,‘elei fuc distribution cofnpany has iinple." 

meiited a restructuring.agreement whicli ol* 

tcrs.ilscustofMets little or no benefit irom com- 

petitufri. There is parssufer or* UnifiMb do the : 

•same. HowevPi, a ./ong-f^mi delay’in the in- 

•tfothtction.m' truc»'.compel((ib{i.is out of. line 

'with (jut niisstbn, and we ■ will; not lollow ifiis. 

path. '

, We 'lave supported the New.Hampshire 

restructuring process from the outset. Never­

theless, it has been mired in legal delays and 

.political wrangling. We had to drive hard to * 

set.urc* agteentent witn the' key parties! and it- 

.took niiirVy months of intense negotiation-lo 

produce a compieh'onsive .settlement. -

: We fifed bur.vbluntary settlercenf with (he'

4

at

: OL

.m

New Hampsh/tePublicUtilifies Commis- 

slbn In Sepler 

a coalition of 

ness-lead­

ers, energy 

suppliers! 

co nsumer 

advocates,; 

and regula­

tory staff. It in­

cluded prove 

sibris for lou 

rates, consum 

er e.djcati'or 

market-drive 

pricing, and i'i

and open cbi 
.-'•‘.Cjr

• petitron.fpr ck

trie energy pm'

,cr$ under fair n 

of conduct.

The settler 

was well rccu 

by thcNew H 

shirr*, public.. 

tracted many 

pc;rtets along ll 

and appeared i 

opened the c/oor.fpr retail,dectnc cohipetition 

and customer cfioice in Nmw Hampshire.

b .Such was not to be the case, '(he Public 

Utilities Commission; in its review oMlie settle-; 

merit, imposed conditions, inconsistent with 

our 'mission; Accordingly, on November ..hi.- 

-.1 ^18, we-halted the settlemerit process. Do­

wn count'(his.as, a failure'-No. We meas’ute'

O: ;

a..L

A
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pur success ;n each oiide.nof .Viy its fciithrul- 

ness lo the mission. Hie objective, has icjI 

changed,In Nesvj-ijrnpsliire.'.vve Will just have 

to to.llow another path..

We cuntiMuc’ to lie.the low-pnoe leuder 

amony electric Ltil:hes, and svili maintain an 

unfallerihgcomn -ihnent to our principles. Our 

New i tampshne ousiomers now benetit trom 

-ndditional [jower supply cost savings, with 

rates m January 1 W an average of.i .Vy.. lower, 

than January 19U8. Thev can be assured that 

the benefits we seek for Uiem thiough com- 

petilioh and clioice will be theirs in time. We 

know where we are going, and we have never 

token our eyes oil our goaf. .

FOCUS on \ ■

the Unitil. mission .

The key to our focus is the Unitil Mission. It

is our rallying cry. It. is.thc-' tlag we sviU fh ,lo 

guide our pians and pensions.

The Mission contains these words thal dr-r 

scribe howwe want to he: "Fast Flexibie ln> 

hovative. Creative.'' It also reminds us that we 

must ‘set the standard as an'enirepreneurial 

Company” and ' go the extra mile to saiisfy. 

our customers' ;; ' , . ’

VVe are committed to being "a.leader in 

' providing customers with simple, no-hassle, 

coni|)etiti\ely priced energy products and srir- 

vic.es to meet Ihc-T needs.” We will also be "a

leader in' the innovative anci eifiO'ent manage- 

I rient ot a gfcming levei-ot clistribu-ion assets • 

to meet customers- dtcivery service lu.-eds' ^ ^ 

And. as we move torvyard, .we will '.'seek i'ip- 

portunities to parl/iet vyith-othet Jike.-mindeci! ‘ 

entrepreneurial companies to meet our busi- 

fiess objectives.' • t

These, goals all lequire tnat; we,'change 

the way! we'think and act an(i'p:eusjte our;.

: selves io:rio business to achieve these results''

.the challenge is.belore us.'.We. know whery. ; 

we .want to go VVearein fotius. y- .

Unitil: No bull. No bunk. No bidding.:. •

1 just results. . >

imj

-OrTr.. 
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& analysis of financial condition 

& results of operations

Financial Highlights - 1998
1998 was a year orfigniiiCan! changes for the 

electric and gas utility opiiiations of Uniril Corpora- 
, lion ("Unilil" dr the:,'Conr:piiny''}in .th(':sr.ile ot Mas- 
. sachuse'Us. Changes‘in the Massa^tiuseUs.regula-. 
tory environment had.a fnitjor impact un.the 
Cpn^pany's financial position at December 31,1 
and those regulatory'changes have created a new 
definition of utifity operation*^ a: Unirils Massachu­
setts subsidiary. Rtchburg.Gas and Electric Light 

■ Company ("FG&f'}, oh a going-torward oasis,
As discussed below, several major events shaped1 

.our financial position anrl .resu'ts of operations, in
1 y98..Elednc utility indust! y restriicluriiig was imble-

. mented in Mcissachusetis with.a U)% rate rtiduc- 
tion effective March VI yySfUnderrestruc- 

’turihg plan tthe "Plan 'j. whicii received final approval 
on Jaiuary 15, .1999* FG&E.vyi!; complete the auc? 
tion of ils electric generation and power sufjply port­
folio and will receive. 1 yol/Vrecovery o; its stranded 

costs.'
FC&E also was,granted its first-Gas Base Rate 

adjustment in 14 years, ary annua! increase of ap­

proximately SI million.or r'/'c, effective Decemhei 
T, 1998. Even after the increase, FG&E's gas rates 
are' among Hie-lowest in Massachusetts.. Also,, on 

•• November'1, 1998, Gas utility industry ijills were 
•’'unbundled" in Massachusetts, ami; bnst-d on an 
orderlissued oy. the Massachusetts'Department- of

Tekcomniunicatlons ar'd Energy, (MDT£i on Febru-' . 
ary 1. 1999. FG\E;d\iter.:s4d.begiii.4ra>:S)tioriing. 

out of the gu> merchant :iunctiph for gai suppiy urn:, 
ritu a mi:ln-year phase-:n of a. reshuctured natural 

gas industry in Massachusetts?
. '• hnaliv. Hie tatly V99B roCoKlTSfcttirjg weathui; 
. conditions (thf- warmest winterir.at least 1011 voar^ 
had a negative impact on the Company s hhancia:

■ results, due to lower gas and. electric_safes in 'the

first-quarter ol 1998.

Uhiiil Receives Final Order on 
FG&E’s Electric Restructuring 

. Plan in Massachusetts „
(Subsccjucrit Evenf) .: , } .:V . ; G1

. -pn January 15; 1999.’the .MbTE>suec|;'on of-'' 
der ithe ':Order‘'; apumving FG^F.'s Electfic.Restiruc- 
turing Plan'with certain mpdifications.jEiec tric utii- 
ify industry restrufturmg-irt Massachusettsibyi'came 
effective on March 1, 1998, j'rChoice DatVl/Dn'' 

that da’e, FG.^E implenienied open letail.'access; 
under Us Phh, and all of FG^E's cOstbhitrs.gainei:. 
(he fight to,choose their eleclrcifv supplier: Regard­
less of the supplier cFiosen, FG«S.E;w:ll c^intinut- tci 
deliver elec.tficilv to .-all of .its customer^ .vvithin it? 
disuibulion svstem'. Avhich remains a 'egulated bus'- 

;ness On.Choice Date. FG^E'sCustomers rkeKec'
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discount...Since Choice Date. FG&C has been nu- 
. Jhonmj to earn a -lower.return on its generation^ 

related investments"FC&E is required to provide an 
. additional .*5%'.c]iscount upbn the earlier of comple* 

.lion oj its divestiture,of generation investments or 
•September C'l.yyy.' 1 . ' ....

; jFG&r'has been allowed recovery' of -is rostruc- 
.. turing transition costs, estimated at $140 million; in­

cluding its above-market or shanded.generatibn arid 
power supplwrelated costs, via a; nombypassable 

. uniform Transition Charge. Estimated Regulatory As­
sets, based upon the Transition Charges to be col­
lected according to the Plan, have been recorded to- 

• gefher with rite recognition of certain liabilities re/ated.
:o power sapt)ly contracts and generation assets. 

••"FG&E's estimate, based bn the competitive bidding 
process, of the above-market portion of its power 

: supply contract obligations is approximately $ 129 
million. The net book value of .its investment in other 
generation assets, .principally investments In. Joint 
Owned generation facilities, is approximately $ 11 mil­
lion. Also, as a'result of the competitive bidding pro-' 
cess,. FG&E experts'to receivc:a/;proximately $5 mi.'- 
lion in proceeds from the disposilion of-ils inveslmenl 
in a'Joint'Owned generation facility. Defetrea Tax As-: 

' .sets and Liabilities related to the adjustments, above,. 
are reflected in the Company's.Balance Sheet.’.

. Earnings & Dividends -

' Net/mcohuvloc 1998 was.$8.0 niillion; slighlly 
above 1997 earnings. Lower intcrost expense, iower 
operating expenses, and a lower effective Income

tax rate contributed 
positively to the. 
Company's earn-, 
ings -performance.' 
Sales.revenues in. 
1998'were coropa-. 
rablotol(J97;assys*' 
tem, growth was off­
set by a mild winter 

"heating season.
Basic .earnings , 

per average common share were $1.77 for the year. 
ehrled December. ,31, ! 998, compared to $•! .80 arid’ 
S l.y4;for.T997 and 1996, respectively. The decrease . 
in 1998 from 1997, on’a-pef share basis, is.atlribul-., 
ab'e to higHer comnion shares outstanding in'; 9.98,. 
vyhich were issued through,the Company's Dividend

liarnings. Per Share

$1.B3|Si;88|Sl'94|S.1.8Ci|si/77

1994 1995- 1996iM9S7 1998

Reinvestment and Slock Purchase plans (see Capi­
tal Requirements and Liquidity and Note 2). Diluted 
earnings per share were S 1.72, $1 i/ 6 and $1.89 lor 
1998, 1997 and 1996, respectively. The; average

.return, on cornmprl 
equity Was 10.9%,

■ 11.4%,. and 12.8%: 
iii 1998, 1,997, and 
1996, respectively.

Linitil's com­
mon' slock diyi* 
.dends. in 1998 were 
$1.36 per share, an 

increase of J.5% over f997’s annual dividend of, 
SI.34 per share. This annual dividend of $1.36 in 
1998 resufled in a payout ratio of.77%, At its Janu­
ary 1999 meeting, ihe Uhilil Board bf-Directors in­
creased the quarterly dividend-rate by an acldmonol 
1.5%, resulting.in the current effective annualized, 
dividend.of $1.38:per share.

Operating Reyenues - Electric *

Unit (KWHj Sales --Unitii's tola; electric kilo­
watt-hour sales increased by 33% in..1.998.compared 
to 199/; primarily due-to system growth and irv. 
creased activity of a, major industrial .customer, off-, 
set by the. milder winter weather in early 1998. The 
1998. winter heating season was jG% warmer than 
normal and- 7% warmer than the same ported rn 

■ 1997.. v 'V. . • ’ .. ' ' '

' • Sales to residential customers.increased by,t .4% ■
in .1998 con'pared to 1997, and were higher 
than 1996' sales. These energy, sales increases are 

.'due to. the expansion of our jesidential customer 
base within our service territories and overall healthy 
regional economic conditions. , . .

Commercial and industrial sales of Hectricity:in 
1998 were boosted by the resumption of operations 
of a-major industriol'customer vvhich.had been cur-, 
tailed through the first quarter 011998. Electric en--. 
ergy sales to all commercial and industrial custom­
ers were up 4.4% in .1998, due :6 a strong economy 
and the fact that the major, customer mentioned 
above had curtailed operations for all of 1997. 1998 
commercia.J-and industrial sales are lower by. 0.6% 
compared to '1.996,,-as the.major customer .men-, 
tinned above was in full operation for most di 1996.
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; The following table details total kilowaU;hour • measure competitive offers before they ii're reaclv 
sales for the Iasi throe years by major ciistorfter class: •, 'to'ehter-thexompetitivo market:' .

Two other Inportant feature? of- FG&G's-un-
___ _ j bundled rates are; 1 i the TrarisitiorvCharge com*

1997 1996 ponent of the bill, which i> designed to recover
FOX-E's trans/tioh costs’resultihg'from restructur­
ing over approximately rj'vears, arid 2} the pro­
vision of a total rate discount of lO'V;,.>;FGitE wil: 
provide an additrona/ fi?*;. discount upon {he eaf* 
her of completion btTts divestiture of generation

KWH Sates (000*5)

Res/dential 
Comme'cial . 
Incustrial 

Total KWH Sates

1998'
541,492

■415,482
583;994

533.997,’.527,107 
400,750. • 396.475 
556.436 608.433

1,540,968 1.491.193 1.532,015

Electric utility rates before and after industry ! investments or September 1> 1090:' .’'

. restructuring in Massachusetts show the significant | '
- change .in the way the Company's* combined dec- | ’ Electric Operating Revenue decf.e'a<ed’by $0.3
trie-and-gas utihtyy K'.&b, provides olecmc utility'! milhon. or 0.2%. in i9‘J8.compared to 1997 I he 
service to.its customers*. Prior td March l, j impact of higher sales voiume across .ill customer 
FG&E provided aill of its customers with "bundled’' t classes was ousel by lower electric rates.-‘due to 
electric service that reflected’Us obligation to proh -I the’407o discount inandated in .Massacriuseits 

•, vide energy supply and.the delivery of (hat energy . and overa?! lower energy suppiyipfi’ces: Energy sj’p; 
to and across its system •. . ' . .. ’ . j ply are normally .collected from cjstpniers

Aflor March 1,'1.998, FG&E "unbundled" its- inrougn periodir.c(>sf recoverya’djusVmcnt rnecha-.. 
piices for energy supply.:trans!nis>ipn and distribu- nisins. Cl-anges in energy supply pn’cesi dp/not 
tion (or delivery services), and tor the first time ai- j affect net income, as. they riomtaljv;nVirroi. ebrre*- 
lowed customers to choose'.an alternative energy I .spending changes in energy suoply costs. *:•’. • 
supplier from the competitive market. FG&E will con- \ ' , ■ ’ ,v , ' . '
tihue to provide-for the delivery uhall energy'sup- | Electric Operating Revenue (OOP's) • _/• ^ _ -v

. ply across its system..Custoniers: monthly bills/ah 
ter M«irch 1, reflect these, unbundled prices and in­
dividually display energy supply. Transition Charges, 
delivery and other reUted siuvices.

FG&E Typical Residential Monthly Etecrric Bill 
— '^'500 KWH) ..

Cusloroe?^ 
! • Gharaes/

vsy:.

Energy & - 
Delivery ' 

: 555.60

."rBundlec 
August 1997

D^very 58.97xDiscQunt 
Services-.. ' S - S6.38_
sfofr ur . ’. "n

' Transiton. J
>^Stand3!<i\ CffW? A
-. Offer Energyy . SW.10-^

Unbundled 
Marcfi, 1998

v- 1998 
•$57,242' 

44,122 
48,275

1957 1996
$57,947 • S57.124 
44,170 , 44,076 

: . 47856 ' '48.496 .

As part of the. iransitiph to ihe new market,! 

structure, FG&E will offer Standard Gffer.Service. j 
("SOS") lb its customers who elect not tb ehoose j 
a competitive energy-supplier, for Op tp / ’years; t 
FG&E has cont''acled with an energy supplier to J 
provide SOS to its customers nt'ribprofit to FC&E.

Residential- 
! • Coifimercia!

Industral.
.: Total Operating Revenue ^$149,639 $149973' $149,696

Operacing Revenues - Gas ;;;

Unit'.fTherm) Sales - Total firm thedn gas’,sales 
decreased 7.1% in 1993pvhen'cbniparcd.'tb*';199vf

',fhe duefcaso in sates'-is,-,

: primai'i|y atlnbutable to 
the inild winter heutiri): 

season, which' vvas tlie 
. vvarnVesJ-in the. 103'
• years such data has 
been .kept: Sales tc'resi- 
dential arid comfnercia!..

• customers, .vyhich •ar* 
most • sensitive* ’’Ig ' 
weather., decreased by 
-10.6% and, 7.0'% re­

spectively. Avnile sate?

.Elearic Si Gas 
Cuscomer Mix’ 

(^b of Revenu<r>

Indusiriai.-
‘ 32%' .

'Commercial 
,• . 29% ;

Residential
.39%

:1996

One of the.purposes of this service is to give cus-.d to industrial.customers were,up by 3.91":. Total mm 
tom.crs a power supply price from which they can ! therm Sales decreased.'10*1%,in the-'two-year pe-
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nod. from 1^90 to 19915, as the'winter beating sea* 
son in f 996 was stgmffcimity.coldiir than in ty9d.

'The following table details total firm therm gas 
•sales for the last three years, by major customer class: •

fherm Gas Sales (OOP's)
. , • /■■ .1998 ■ =1997 1996’

Residential 11,656 ’ . 13,038 ■ 13,835
Commercial ■ 6,162 ’■ 8,628 ■ 6,728
industrial'- 4,209 ■ ■ 4,050: 3,945

; TotelThemi Sales 22,027 '237716“” . 24r5d8“

Gas Operating;Revenues, which represent ap1 
proximately 10% of Unities total operating revenues,

■ deoetised,;by S2.7 million, or 13.8%, in 1998 com­
pared to 1997. •This decrease is primarily aUribut- 

5. able to the decrease in, firm.therm’gas sales rel»ited.. 
to weather, as d^cussed above. In December 1998,

; l?G&E. cpnduded its gas base rale case, which re­
sulted m a rate increase ot approximately 7.0%. Con­
current, with the rate increase, KG.&K "unbundled" 
its gas bills, showing a soparate. itemi^atiort of all 

: : delivery”service charges, as well as supplier service 
charges. This Will allow customers io compare iheir ’ 

. current gas. supply rates against offers they receive 
from competitive’ suppliers/’Once competition be*. 

.. gms in T 999 (see Regulatory Matters). .

Gas Operating Revenue (000*5) ’ , -
‘ ' 1998 M997 , 1996

Residential. / ' ' $8,581. $10,179 $10,654'
Commercial * .• ■ 4,140 1 4,784 . 4,781
Industrial ' ' - :-4;288 .4,766 5,670
Total Operating Revenue $17,009 . $19,729 $21,105.

Operating Reyehues - Other

. O/her Revenue declined froni $36,000 in.1997 to 
' $30.00Q.in 1998. Thd'clecreasc' in Other Revenue from '

. $45,000,in 1996is the’result of.the termination of an.
. administrative services agreement between Unitil Re­

sources, Inc. aruf-a princifwl customer. ■ .

• v.)peratmg I :ns.es
fue/and Rurc/rasoc/Power expense is the Cost 

: • of power supptvvincluding hiol used in electric gen- ’ 
.' era lion and Ihepriceof wholesale energy and ca­

pacity, that meets Unitil's electric energy require--’ 
nienls. Fuel and purchased.power_ex|n-!nsesdnor-. .

mally recoverable from cuslomers through periodic 
cost recovery adjustment mechanisms), decreased' 
$1.4 million, or T.4% in T998 comjwred .to ,1997.

The change retlects a 
•decrease in wholesale 
power prices offset by 
an-.increase in the 
Company's total cm- 
ergy requirements in 
■1998. The combined 

■ power supply porliol'to 
of Unitil is comprised 

’of- a variety. of re- .- 
sources: Ford998, the. 

... portiolio was corn-,, 
prised of: i4% ownecf generation; 75% purchased 

-power from utilities/ and 117o purchased power from : 
non-utility generators.’

The Company anticipates that power.supply-re-.
loted costs and corre­
sponding revenues will 
decline in future years; 
as customers choose al­
ternate competitive en­
ergy suppliers unde.' a 
restructured electric ’ 
utility .industry. ’ .

Gas Purchased for 
Resale reflects gas pur- \ 

'chased and-manufac­
tured to supply .the 

System'^ total gas energy requirements. Gas sCipply 
costs .are recoverable .from customi'rs through the 
Cost of Gas. Adjustmerit,mechanism. Purchased gas 

.costs.decreased by approximately $2.2 million or 
18.0% in 1998 as compared to .1997, reflecting a 
decreasenn therms purchased in 1998 and lower 
wholesale‘gas prices in 1998. Gas purchased for 
resale decreased hy 53.4 million, or 25.9% in the ■ 
two-year.period trom 1996 to 1998, based on lower.. 
wholesale prices and a decrease in therms pur- 
chusecl due to warmer weather;-;

Under.’Order'636, the Federal fcnergy Regula­
tory Commission (FERC) has allowed gas.pijx'line 
suppliers to recover prudently incurred costs result-, 
ing fipm the transition into a rler’egulated erwiron- 
ment. FC&H has been incurring FtRC-approved tran­
sition, chasges'lrom its natural gas pipeline supplier 
since .1992-.'Thfdugh the end of 1998, the. amount 
of trahsitidn'eost^ incuned by the Company totaled

Sources of Capacity

.1998

•V
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V.

approximately $3V4 rnilliorv ‘Ifwse.cosis i»e Ijemg. 
lecovered ciirectly trpnvgas customers, thiough the 

/ Cost of Gas Adjustment mechanism. The Company 
docs not expect to incur any additional transit.on 
costs in lygy. ■ ■ - . ■ '

Operation and Maintenance expense, which 
indt/ries opnralhg rows. Conservation and 
Load. Management program expenditures and the 

- Company's share of operatingcosis related to po^e' 
production at the-generation facilities in which the 

. Company has a partial owhershiiMnterest! increased 
by approxintaicly $0.1 n'llion, or U 4')i. in 1998 com­
pared to 1997. The increase in,Operation and Main­
tenance expenses compared to last year reflects 
higher administrative.cosls associated,with tilinp,and 
impleniehtaf/oh of FG&E's restructuring :pfar,and 
energy supply divestiture efforts. These additional 
expenses reloled to industry restructunngm Massa­
chusetts are partia:ly offset by. revenues accrued to 
bo recovered;, in the future, upon divestiture of the 
energy supply portfolio, or through other rate cost, 
reconciliation mechanisms.

In 1997, Operation anc.Maintonance expense 
decreased from '1.996 bv approximately $U.6 million, 

oi'2.3%, due to .lower, distribution operating expenses 
partially offset by the higher.costs of power produc* 
tion.. ; ' ’ . .

Depreciation, '

Amortization & Taxes.

Depreciation and Amortization expense in­
creased $0.8 million, or 9.0%. for 1998 over ;he 
prior year, due Ip the accelerated write-off ol elect 
trie generating assets; in accordance with FCKE's 
reslructuring.plan. v

Federal and State fncoroe..faxes, decreased in 
1998 compared-Io 1997 bv $0:5 mittipn. This result 
rellects lower net income bpum-* taxes.; as well as 
higher amortization of ‘Tow-through Investment Tax 
Credits in .1998.:- .

Local Properly and Other Taxes increased $0.3 
million, or, 5.0%, in 1998. This .m reaSe mainly re­
flects higher payroll taxes slightly offset by lower local 
property taxes. Local property and other taxes in­
creased in 1997, compared to 1996. by 5.9%v •

| Non-Operating Expenses/Income;

Non-Operating Expenses/Income in i 998 were 
relatively unchangerl.lrbm 1997,!as there was a cpiv 
tinubhon of community service programs through- - 
out Unitil's service territofy.dn 1990.- Noh-Operat-'; 
iriglncomi; of $0.6 niiTioiS reflects the bne-tirne gain - 
on The sale of the Company Vlormer corporate head­

quarters. ,

Interest Expense , •

Interest Expense, Nef decreased $0.3:'mi|lidnpr :; 
3,7^. in 1998. from 1997, primarily reflecting ‘f>- ^ 
crease in accrued interest income associated with 
cMeiied- rate recoverv ni'edianisins and interest, yn 
retunds' leceived front suppliers:1 Interest expense, 
remained flat, as increased bbrrovyihg .ie,vu*ls were ' 
offset' by lower interest rales. The .increase* in .inite^... 
est expense for 1997 oyer 1996 wasa fesuh of higher 
interest raies and the construction'.'tinancing oyhe . .

.Oimtwnv's nevv corpbMte'headquarters. *•••>..

Capital Requirements'.•

& Liquidity

Unitil requires capital for the;acqu:sftiun;uf phjp-. .
, edy, plant and equipment, in cyder to;improve, pfo- 
tet .*. ihaihian'. and>:xpami:it5 electric .and -gas 'distri*'. •'

■ bulion and to iniprovd cusiomer;service’'1
operations and capabilitids. The .capita: necessary . y 
to nn-et these rbquiremems is derivedpruhiuily from,! 
the Company's retained earnings r.nd through the 
<ali* ot shades of.common stock through.fhe 
Company's Dividend Reinvestinen? and'Stock pur­
chase: Plans. When interna|!y-generated funds are 
not avaiiabfe. it is the Company's policy io bo'ruw 
funds on a. short-tem^ bas s .to fneef .th^;capil*>!h;e- =* 
quirements of its Subsidiaries and, when'necessary. 
to repay short-tenu cebt- th’pugb therissuarfet? .of’' .' 
permanent ttnandn'g. . -■

Cash Flows from. Operating Act/yities ay ^ 
creased by S3 j millrcn in 1998. after increasirg yy ; : 

Sll.G-t.irjliion in 1997.,'■ " ^ ; V
Ihe deaease in 1998 compared to 199/.'was; . 

.primarily cue to higherwcirking capitol.r-eeds1 at (he' 
year-end Balance Sheet date.- as a result.of timing 
differences of pavrnen.ts oh energy supply ,contracts, ^ 
as weT as increnseti refunds of custonior. deposits.-' •

In 199" compared.toT996..S8.3 million ouhe 
increase in .operating cosh t!o\v.w«is the resuli oi a • *

- t

i 'v
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fJocriiMSt* tn llie timing difftifiince (undcrtolleclion) 
belween the payment on fuel purchetsed powL*r eind 

' purrhiised rusts, anrl th(* cor'responrfing rerov- 
. cry uf th(.^tvcpsts in. revenue‘billed under periodic 
• cost recovery mechanisms. The balartce of the in- 
■ crease reflects- dlher changes in the Company's' 
'.'working capital mpuirements as (Ir.Mailed in the Con- 

. solidaterJ StaUnnents of Cash Flow^

'• Operating Activities (OOP's); .' ' -__ V. ■
’■ . "1998 ■1997. - 1996

- Cash Provided by ' ' ' .
„ OperatingAclivilies ..$13,215 . $16,555 .$6,260

i Cash Flows Used in Investing Activities in­
creased approxim.tteiy $0.6 million in 1998, reflect- 
ing irglktr planned spending for utility customer and 

j!.. distribution system additionsond improvements. The 
.dticrease of $'4 6 million in 1997.compared to 1996 
reflected spending, ih.'19%Jor.the construction of

• (tie Company's new corporate headquarters. -The
• Company also received cash payments'bf $0.9 mil* 

linn froh) the Slate of New Hampshire in 1996,.re-'
. hied to the eminent domain taking of is former-cor­
porate'headquarters for a highway expansion 
project'.'- • ,• ’• ;

' Investing Activities (OOP's)'-. '
'• , ■' ' -1998' .1997' 1996

• ' Cash Used in .'
. .-InvestingAciivries . .$(14,463) $(13,887) $(18,484) l

l Cash Flows from Financing Activities increased 
by $6.2 niillibn in 1998 cqnipared to T99/. This in* ■ 
crease-reflects :hjKhcr net liotrowings of $6.1 mii- 

•- lion and increaseo comnioh stock issued of,$0.3 
million, net of other items. .

On September 3, .1998, Concord Electric Com- ■ 
pany (CECoj sold $1.0,000,000 of 30-year Series J 
first Moitgage Bonds ut par to an institutional, in­
vestor, -bearing an interest rate of.6.96%i Proceeds 

. were used .to.repay short-term indebtedness,.in­
curred lo fuud CECo's ongoing construction pro­
gram, and to redeem a higher coupon long-term debt’ 
issue prior.to its maturity. The redemption-of 
$4;55(),000 was on the 9.43% Series H First Mori*

' ■ gage Bonds.. ; •
Oh September 3,19.98, Exeter tv hinmptqn Flee-, 

trie Company. (E&H) sold’$10,000,000 of 30-year.
■ Series t’First Mortgage f3onds:.at par'to arvinstitu- ■

tional investor, bearing an interest rale-of .6.96'%. 
Proceeds were used to repay short-term indebted­
ness, incurred to fund E&H's ongoing construction 
program, and to redeem lwo higher coupdn’ long- 
term debt issues prior to their maturity. The redemp-' 
lions, which totaled $4,200,000, included $700,000 

.of.8 5()%. Series H FirsLMrutgage-.Bonds;:and 
$3,500,000 of 9.43% Series') First Mortgage Bonds.

• -Additional shorHerm borrovyings \vL*ie incurred, 
primarily to fund 1998 costs related to electric in­
dustry'restructuring in Massachusetts that will be 
colkreted in.future periods.

' During 1998, the Company raised $1.6 million 

of'additional common equity capita) through, the 
issuance of 43,862,shares of common stock in con­
nection with the Dividend ReinyeMment and Stock 
Purchase plans. The Company raised $1.0 million 
of additional common equity capital in 1997 and 
$.1.1 million of 'additional equity capital in 1996, 
through the issuance (if-51,529 and .S2,081 shares, 
respectively of'common stock in cornection with 
these plans. The Company .also raised $566,000, 
$242,000, and 520,000 of additional cpmrnon eq- 
uilycapitaj in .1998,. 1997, and, 1996, respectively, 
through the issuance of shares, as a-result of the 
exorcise-ot .options granted underthe Company's 
Key Employee Stock Option Plan (KFSbPj. The to- 
tnl number of.shares issued under.the KESOP in 
1998, .1997;rih(i'199bAvere'6b,951: share’s, '28,222 
shares andC;,400 shares, respectively.' •

The change from ■1996'.tp 1997 -efleels a de- 
crease-ih borrowings, due to the repayment of short­
term debt; Higlier slioil-ternt borrovvings in-1996 
were, primarily due to.tunding of the timing difter- 
ence. (undercbllectiqn) betvVeen.payments on fuel, 
purchnsed power, and purchased gas costs and the 

• corresponding recovery .of these costs in revenue ' 
billed under periodic cost recovery mechahtsms, as 
well as the construction financing of the Company’s " 

mew corporate headquarters. ''

Financing Activities (OOO’s)
' ■ T" : " ~ T : "WM.....”1997........1996

Cash From -
Financing Activities $2,994 3(3,234) $11,729
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Subsequent Event - ,
FG&E Financing

. :On January :>6;,1999; F.C&f sold S12.00();0p0 
. of long-term notes at par to institutional investors, 

hearing-ah interest rate of. 737%. Proceeds were 
used to repav short-term indebtedness incurred to 
fund'FC^F.'s.ongoing construction programs.

Regulatoty Matters
Restructuring and Competition - Regulatcrry 

activity surrounding restructuring and competition 
continues th both Massachusetts and New Hamp­
shire. March 1, 1;998, was "Choice.Pate,'-''or;the 
beginning of competition for all electric consumers 
in Massachusetts. New tlampshife's’^Choice Date"- 

.slipped past both the proposed date.of ianuary 1,
: 1998, and the legislature's mandated date of July T. 
1998. Currently, approximately 10% of New Hamp­
shire electric consumers can choose, their electric 
supplier. The ability to choose for the /emaining 90%

■ is currently the.subject of a federal court'prelimi­
nary injunction (seebeiowl.

Massacnusctts gas industry restructuring-plans 
.continue to be under development. The MDTE, gas' 
utilities,-and other stakeholders began a collabora- 
tive effort in late 1997 to develop solutions to-the 

' many issues that surround reslrucluhng. the local 
natural gas distribution.business.

. Uniti) has been preparing to/ electric and gas 
industry restructuring by developing transition plans; 
that will move its utility subsidiaries into this new 
market srucrure in a way that will ensure fairness in 
the treatment of the Company's assets-and’obliga­
tions that are dedicated to the current regulated,fran­
chises and, at the same, time, provide choice for a!l j 

.customers. ' !

Massachusetts (Itlectric).--On January .15.199.9,.- 
theMOTF gave final approval to FC<ilE‘s-;estructur-.j 
ing plan with certain modifications. The Plan pro-- 
vides customers \yith: al a chdice'ol energy sup-: 
plictr; b) an'.oprion to purchase Standard Offer Set-. 
vice (i.e. state^manduted energy service) provided; 
oy FC&E at regulated rates for up tu seven years; 
and'cj.a cumulative 15% rate reduction. The Plan' 
also fjroyides for FC&’6 to divest gyneralion asset* 
and. its portfolio of purchased power contracts. The 
Company will.be afforded full lecuveryof any traiv

i sirion costs through a'nph-bypassable retail Transi-; 
tion Charge. ' - . , • • j

Pursuant.to the Plaa:pn October 30, 1998,1hp 
Company filed with the MDTE a proposed contract. 
with Constellation Power -Services ihc.' tor provision 
pt Standard Oifei Service. The MOTE'S Januarv 15. 
1999 Order approves the* FC&F/Constellatioh con- . 

’ tract, and service ‘hereunder commenced on.March.' 
I; 1999. and is scheduled to continue throughTeb- 
ruary 28,3005. This contract is;the result o/lKelirst 

. successful Standard Offer aucfion conducted.in Mas­
sachusetts. . / 1

The January 15 Order also approved the Com­
pany's power suppiv divestiture plan foi its inte-est 
in three-generating units and.four long-term puwer 
suppiv contracts. A contract for the sale of f.Cv'vE's . 
interest in the New Haven -Harbor: plant was filed . 
with the MOTE on November 2i). .|.'9y8Mhe'MDJE's 
decision .is- pending. .Contracts 'foKthe.'Isale of the .. 
C.'ompany'siemaining generating assets arid purchased 
power con(rac*s are: expected.(6-be filed1 with .the. 
MDTE in tne near future: All such contracts are sui>

. ject to MOTE approval. ;

.Massachusetts fCas) - In mid-:.997,. the MOTE 
directed a(l Massachusetts natural gas ..local'pistri- 
bution Companies {LOCs) to form-a cdllabbrative 
with other 'stakeholder io:deyelop comnion:prin- 
ciples and appropriate>6tgulations-tor the unbun­
dling of gas service, a'rd. directed FG&E and tour ‘ 
other.LDCs to file unbundled-gas'rates ?of. its '•e- . 
view, rC&E’s unbundled gas'rates were approved by • 
the MDTE and implorrented in November of-1998..' . ■

On July 2, 1998, the MDTE established Aprij-l, . 
1999, as 'tnedate by which unbundled g.K serv/re 
would begin to be iniplenieritcd by all LDCs: Oh.; 
February ..1, 1999,. the MpTE issued ah' order in.;' 
which it determined that.the LDCs would continue 
to have an obligation to jyoyide g.hs .supply and de-. 
livery services for another fiveSuars.'with a review 
after three years. That order also set forth the MDTE s ■ 
decision regarding release by LDCs of. their, pipe1 
line capacity coritracts'ttj crimpefit.h'f* marketers. In 
January of 1999; the; LDCs reported to'.tlVe. MDTE • 
tha: they were edminuing to.work „?(»• devekop-sys­
tems .and practices, to implemem. unbundling. The 
MDTFhas not yet responded .Ip..ihoLDCs* VenorL' • 
and it.appears unlikely.fhat full iriipiementahon svi" 
be achieved.by the April 1, 1999 target date,'.
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. New Hampshire - On February 28> 1997/ the 
•• ‘;New.'Hampshire. Public U.iililies' Cop)mission- 

(NHPUC) issued its Final Plan for trahsitioh to a com­
petitive electric market in New Hampshire. A Unitil- 
specific order allowed CCCo and.'H&H, Unitil's'New 

. Hampshire.retail distribution utilities, to recover 
of ^stranded" costs for a^wo-yecir period, hut. 

excluded recovery of.certain administrative:related 
' charges... ;

Noriheasl Utilities'alfiliote. Public-Service Com­
pany of New Hampshire, appealed the NHPUC nr- 

'' dor in Federal District Court- A'tempornry.restrain-, 
ihg order was issued on March TO, 1997. In june 

1997, Unitil was admitted as a Plaintiff Intcrvenor in 
the Federal Court prpreedinfr.On /tme* 9,1998; the 
Federal Court issued.;nn.'injunction continuing the ■ 

^ .freeze on.NHPyc efforts to implement, restructur­
ing. Several partiijs have filed interlocutory appeals, 

v, und no dale has been schecluled;for a trial.in the ' 
federal court. The Company will vigorously pursue 
its'action in the federal court and.simultaneously 
look lor ways to resolve issues .md bring forth choice 
to its retail customers!

In September of 1998, the.Company reached n 
;(:ompretiensiye restructu:ij)g setdement witfr key 

4 parties'and filed this voluntary Agreement vyith' the 
NHPUC. TIVe Agreement was moditiedbn October 
'20, 1998. In oral deliberations'on November 2. and ;'

, - NpVefniwr 18, llie NHPU.G iniposed conditionsdo 
V approval' of the Settlement, which were unac'cept- 

. .able to the Gpmbany, and the Settlement was sub- 
. sequently withdiawh. The.compohent ofthe.Agree­

ment dealing with whbfesafe rales was filed with 
the FERC in September 1998, and approved by the 
FERC in early November, however implementation 
will not occur, as the changes were conditioned 
upon approval by; the Nl IPUC. Unitil continues to 

.. participate actively in ail proceedings and in several 
NHPUCestablished working groups which will.de- 
One delails.of the transition to competition and cus-

• torher.choice. - :•

' : Rale Cases - The last fornial regulatory hear-.
• ,ings to increase bnsf^ electric rates for UnitiTs Ihree 

retail operating, subsidiaries occurred in 1985 for 
Concord Electric Company,: 1.984 Tor Fitchburg *Cas 
.and Electric Ught'Company, and 1981 for Exeter*. 

H.miptup.Electric.Company. •
•• On May 15, 1990,' rC<SE filed a gas,base rale 

. case with the MUTE. After.evidentiary hearings, the

MDTE, issued, an Order allowing FG&E to establish 
,new,rates, eftective November 30; 1998, that would . 
prqducft. an increase of.approximalely $1.0-million = 
in annual gas revenues. However, as part of the pro- .. 
ceeding, the Attorney General of the Common- . 
wealth of MassachuscMts alleged that FG&E had 
double-collected fuel inventory: finance charges; 

..since 1.987, arid requested that the MDTE require 
FG&E td.refund .npproximately $1.6'million to its cus­
tomers. The'Company believes that the Attorney • 
General's claim is without merit and thata refund is 
not justHed or warfahted. The MDTE stated its im 
tent to open a separate proceeding to investigate 
the Attorney General's claim. ••

A ma/ority of fhc'Company's operating revenues ' 
arc collected under various periodic rate.adjustment . 
mechanisms including fuel, purchased power! cost 

.'6f gas, and energy efficiency program' cost fecov-. ' 
erv mechanisms. Restructuring will .continue ip - 
change the methods of how certain costs are re­
covered from uistorners and from suppliersi’Transi- •' 
tion Cbsis. Standard Offer Service and Delault Ser­

vice power sujjply costs, )n:emal and External Trans­
mission service costs and Energy Efficiency and 

. Renewable Energy program costs'for FG&E are be­
ing recovered via fully reconciling rate adjustment 
mechanisms in Massachusetts. ",

Millstone Unit No, 3 -FG&E has ty().217% non­
operating ownership in the.Millstone Unit No. 3 (Mill- ’ 
stone 3) nuclear generating unit vyhich supplies it. 
.with 2.49 megawatts IMW) of electric’capacity. In 
january 1996, the Nuclear Regulatory Commission . 
(NRC) placed Millstone 3 on. its Watch List, which- . 
calls for increased NRC inspection attention. On 
March 30/1.996, as <) result of an.engineering evalu­
ation completed:by the operator, Northeast Uti!i: 
ties, Millstone 3 was taken out of service. NRC au- 

.thorization.for restart was, given on june 29.- 1998; . 
‘Millstone 3 began producing electric power in early 
MyT 998,'and reached full oulpul o.n July- 7 5,1998.
The unit remains on the NRC's Walch List.

"During the period that Millstone 3 was out of 
service, FG&E continued to incur its. prbporl’ohale 
share of the unit's ongoing Operations and Mainte- : 
nance (O&Mj costs/and may incur additional O&M 
.costs and capital expenditures to meet NRC require- - : 
mentsv FG&.E also'incuted costs to .replace the 
po\ver"that was expected to be generated by the ' 
unit. During the outage, FG&E had .been incurring
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approximately $35,000'per month iivreplacementYear 20D0 Software • 
power costs, and hacl'bWr: recovering those costs. through ,is t'uef.adjuslment clause: which will he Co^pli^nCC DjiCUSSlOn. ■ - ■

subject lo rev'iew.and aporma] by the MDTE 
In August 1997, FCAE.-in concert wi:h other' 

non-Pperating joint owners, filed a demand for 
arbitration in Connecticut and a bwsuif in .viassa* 
chuselts, in an effort to recover costs.associated. 
with the extended unplanned shutdown.-The ' 
arbitration and legal cases.are proceeding ''

Environmental Matters - In; September 1998, 
FG'&E signed a tnemdrandum of uhdersland hg with 
the Miissuchuseils.Highvvay Department and the Mas­
sachusetts Department of EnvironmentjrProtection. 
that accommodates the construction ol a new Inch

The C.ompary recognizes-the..need to ehsuie 
its operations arc> no? adversely Jlfectecl by software 
or device fdifuies selated to the Year 2000date rec­
ognition.,problem,' ithe "VjK-'ssues' i. Specificaily. 
Y2K Issues would arise yyhen software applications; 
or devices \vi i h embedded chips/'fail to cdfrectlv 

•; | recognize and piocess ihe year 2000 and beyond, 
Certain sottware applications and devicesarc ’/erti- 
tied to recognize arid process date referencesvio 
the year 2000 and beyond and iftey-are deemed k: 
be Year 2000 conipliant. ('AVdr.2p0p Comuliahc.e' Y 
Potential software failures could create incorrect cal-, 
eolations, among other errors. nnd they .present a

softs Contingency Plan rbr temporary closure at this. ne**’ pppratmns. the Conyaany js takmgth^ actions 
last remaining ponioh of the site. Speaficaliy. this agree- I described beh'vv. incliidinn t.6mnunicating wtH 
ment allows for current FG&n,ieffor!s lo perform ; suppliers, clealers. tinancial iiistitut^uiis, add plher.'' 
remediation work required as u result of bridge con- j/.v'’^ ^hich it does huiinoss, locoortJinBte !he tien* 
slfuction. Upon completion of site remediation assu-. ‘ dhcafion, evaluation, remediation. .and -testing .ot.

■ dated with the bridge construction, this last remaining j possible > 2K ls>ue> which may afiect the Company,
. portion of the Sawyer Passway MCP sife is expected /he Cpmpany .has establ^hed a cenrraJized w?k

be closed out and attain the status of temporary do- ideriliiy and implemenc necessary char|ges
sure in late 1999. Tlfis temporarv closure allows rC&L '' lo Ihe'-Cornpany s ;pterna! compu ter; systemsv rtjh- 

=! to monitor.the site every'five years rc^ determine if a j hardw-a^ devices and.^itud^^polications.
rnore feasibJeremodiationallematjver^nbedeveloped • in t,ult;r *° u^b.eve Year;2000 Conipliaiice iur. thusc 

: and achieved • • • ; ; systems. The rerrediatipn of Y2K Issues and testing
The costs of remedial'action: at this site are im*cdficai cpmportents of. the Company s 'liter-, 

tially funded'-from traditional source? of capital and - nal-systenis.is scheduled to be completed by. June, 

recovered from customers under a rate recovery
mechanism approved bv the MDTE The Company ■ The.Cornptiny ttasaisuestablisiiecprocessesror 
also lias a number of liabfiity insurance policies^hat.' evaluating arid managing the risks and possible 
may provide coverage tor environmental remedi- r associated with ^2K issues which may exist in svs-

ytenis e\K-r,naf lo the Companyis, operations, hut. 
1 cpuld;uiJect the Gonrtpany's -operations• indirectly 

rket Risk.- Although Unit'i's utility operat- The Company has already clirected'eitdrts tu rotifv 
ing companies are.subiect ;o cdmniodity pfice risk j ■our f-pl'cal vendors and.suppliers ahiiut>2K.Issues 

.as part of their traditionai operations, the current i nuy.aitecr our operations, and/mns! are al-. 
regulatory framework within wh/di these compa- , ready providing importahf inlorm^tion aSdur the 
nies operate allows for full collection of tiiu! and .'El;iir 2000 rcMdinesS oi tSiein.ofg^nizatjons testing.; 
gas costs! in rates: Gonsequemly, there .i‘,.,..l:niiicrd ’ cf ^^^■ncriticai systems has airftady heguri.in cdn- , 
comntodily.price risk after cohsiderat/oh.of the rcs- 'junction with our kev suppliers and vendors.

atioh at this site. 

Market

lated rate:making. As the uti.ity inrlustry deregulates, 
the Company will be divesting its commodity-related 
energy businesses and therefore will be further re­
ducing its exposure to commodity-related risk.

'no'.Company.is-planning 'to develop' uo'ntingc*ncv' 

plans in nrcumslanies -where assurance.ot-Ycof.- 
2000 Compliance cannotjie obtained/

The Conoav’v cuffenrlv estimates it wMl’inves?.
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t' '

in thi.- ungt; oi $250,1)00 to $500,000, plus inletna! 
'costs, over ihri .cost of normal software upgrades 
aiUl replacements u> achieve Year 2000 Compliance.

. These additional capital outlays include'costs to re- 
| place certain devices and stjftware, and the costs

11 lor. consultants To assist us with software program-'
. ining arid, testing.

• Unitil relies on the proper operation of a regional 
network of: systems and devices to transpoil and 

.• distfihute electricity and gas to its customers. Any . 
' . diMupdon iii-'fhose systems caused'i>y Y2K Issues 

could.interrupt the reliable delivery of electric and •
• gas service through our Distribution Operating Com­
panies. Some of these software systems and devices' 
belong to other companies and are beyond the con-. 
trot of .Unilil to ensure* that They ore properly 
remediated for Year 2U00. However, several agen­
cies, including the Department ot tnergy, Ihe New 
England ISO, and The National Electricity Keiiubility 

CbunciL.’havt* active Year 2000 programs in place. 
These programs will ensure that'member compa­
nies are actively and co'mpiehehsiyely'dealing with 
any Year 2000 Issues in. their supply, generation, 
transportation ar.d.distfibutiiVn facilities and systems. 

/Unitil pafticipates in these groups, and currently be*; 
lie'ves that satbfactory;progress is being made .and; 
will coiUihue to be made’taensure n reliable supuly . 
and delivery of energy. FurlhernH>re. these groups. 
plan to establish contingenc y plans to cover pcileiv- 

*. (ia! dehyC'ry.difnculties during key Year 2001) dales,.
. The Conipany also plans to \ypik with local, slate 

and'regional agencies and other utility companies 
tV) ensure tliat ap()ropri,Ue contingency plans arc in 
place lor energy supply bnd delivery systems which 

■ could be affected by Year 2000 diificullies.
In addition, while the Company currently antici­

pates: that-its own mission-critical, systems will be .
'. Year.2000 Compliant in a limply fashion/it cannot 

guarantee .the .compliance-of other systems oper-: 
ated by other companies/upon which it depends. 
fT.ii example, the. Company's ability to provide elec-, 
tocity to Us customers depends upon the.regional 
eleci'K; t/ansmissiun grid vvhich connects the sys*. 
terns of neigliljoring utilities to provide electric, 
power foi (fie region. If one company's system is 

.not Year 2000 Compliant, then a failure could im­
pact all providers withnr,the grid, including Unitil.

. .SimiNrly, the Y!om()any's gas operations depend 
upon natural gas pipelines that it do'es not own or 

. comrol. and any Year 2000 noncbm|)linm:e associ-.

ated with these pipelines may affect the Company's 
ability to provide natural gas to its customers'. Fail­
ure,,16'achieve Year 2000 readiness could have a 
material effect on the Company's results of opera­
tions, finarta.il position and cash Hows.

* ' * , . . ,

New Accounting Standards

'During 1996, the Conipany adopted Statement • 
.of Financial Accounting Standards ("SFAS");No. 131, • 
"Disdosures .about Segments' of an f-hmrprrse and 
Related Information* This Statement supersedes all ' 
[nevious accbunting .prunouhceruents regarding the ‘ 
reporting of segntent-infor/nation and-iuquiros com- ; 
panies to report financial and descriptive information 
about reportable operating segments in annual and 
intefim findmialsutiementb. •

•.Also in 1998, the Company, adopted SFAS No.
132, ' Employer's.Disclosures about Pensions and 
Other Post-retirement Benefits" (an amendment of 
FA5B Statements No. 87, 88, and 100):'This State­
ment standa'dizes-the disclosure requirements for . 
pensions and other posMcMiremeni benefits', requires 
additional information on changes in the benefit . , 
'obligations and fair valui.*s of plan assets, and elimi­
nates certain ’d'sciosufes that are nodonger useful;

During 1997, the. Company adopted SFAS No’.
128, "Earnings per.Share;:" ..This. Statement super- 
sedes-nll previous accquntitig-pi onouncements.re- 
garding the reporting of tamings per Share data arc! 

.requires the'presentaliqn of basic and fully diluted 
Earnings pur Share' information,by all publicly traded 
entities. The adoption of this reporting standard by . 
the Company is effective with the reporting years . 
presented in.th'o hnancial statements.

Forward-Looking Information

This report contains tprvvard-looki'ng stafenients 
which are'subject to-the inheient uncertainties in 

.'predicting fujure resulis and conditions. Certain fac­

tors that could'cause,the-actual results to'-differ 
materially from those projected in these foi ward­
looking statements .include, but are not limited to, 
variations in weather, changes in the regulatory en­
vironment, customers' preferences on energy 
sources, general economic conditions, inaeased 

•competition «ind other unceflainliesi oil of which 
are difficult to'predict;.and many of which are be­
yond the control of. the Company.
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Assets

December 31,

Utility Plant:
Electric
Cas
Cummoh ' • ' , :
Construction Work in Progress;. - 
Utility Plant

; Less: Accumulated Deprecation
■ Net Utility Plant’ 'r

Current Assets:
; Cash

Accounts Receivable • Less Allowance ior 
Doubtful Accounts of $646 «irU $653 

Taxes Refundable
Materials and Supplies 

Prepayments
Accrued Revenue • . , - ,

" Total Current Assets .

Nohcurrent Assets: 
Regulatory Assets

: IVepiiid Pension Costs 
■ Debt Issuance Costs 

Other Noncurrent Assets 
Tola! Noncurrent Assets

TOTAL

’ 1998 ", 1997 -

>
i ’’
i ’ ■
it1 $152,940 
! . 32,622 . '

! 20,876 .
1 3.024

' , $166,636
30.47 3 ■

■ • ' -19.689 .
. 7. 2:677 .

j 209,462 
' . 63.428 • .

219.475' ; 
: •68.360. -.

1 146,034 ■ ■ T51;1 V5 ‘

5
v ' 1 .» . *

i
' * l •t . ^

.4,083; - ^ ,V2.337.

' 15,999 j

1,056;
; 2,962; '
^ • 1,147! •

.5,3221 
30,569 ;

■ •' :• •' 16.890.'
• 554. 

'"77 '2.663'

■ ■ 434
v __6i796.'

................

•;

_ } • '

i 163,034j " '23.885 -

! 8,591 j
; 1,320 i
: 27,287! "

' 8,1 20 
. " 9.18''

'24.819
i 200.232! , 57.742.;
* • ii

i $376,835 1 • " • ■ $238:531

{The accompanying Notes are an mtegra*parfof these statenrer.ts.y •
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Capitalization & Liabilities

.■December 3 V,; .; ■. ■ : 1998 1997

Capitalization:
Common Stock Fcjuily • $75,351 $71,644

' Preferred Stock, Non-Rodeemable, Nbn-Cumubhve ' ' [ .225 ■ 225
('referred Stock, Redeemable, Cumulative ’ . . , - .. I : .3,618' ' 3,666
Long-Term DebM.ess.Curreni Portion ' ’ . , ■ ■' ‘ 74,047 i ■- . 63,896
•. Total Capitalization . ‘ ■153,241’ - : 139,431

Current Liabilities:

'■ J ' t .

: /
t :1

Long-Term Debt, Current Portion ; 1,175 • 4,470
• Capitalized Leases, Current Portion - ' 1 . '907.' ^ 883
Accounts Payable* '' ■ ! 11,382 ■ - 14,73.4
Short Term Debt i 20,000 18,000 '

Dividends Detlared and.Payable: - 4 j. ■ '232. • " ,212
Keiundabie Cusiomerirjepdsits - • ; ' 1,293 : • ''.2,187

i Interest Payable ; / . ::V - ... ■ 041: . ■ 1,087
Other Cuiicnl Liabilities . ' • 2r77b [■ 2,635

• ■ Total Current Liabilities, ,• ^ . ! 38,606;

1' . • •
1 ' " *

• 44,208

Deferred Inrome, Taxes. . / '
t- ' ' !

i 43,027, , , 42,295

Noncurrent Liabilities: '» .• / J
. Power-Supply Contract Obligations ,, , f 129,688!

j ■ ...
—

Capitalized Leases, Less Current Portion j , 4,287 4,733
• Other-Noncurrent liabilities \ i 7,986- 7,864

• Tolal Noncurrcnt Liabilities . : 141,961 . _ 12,597- ,

TOTAL ■ - ' • . ; * 1 .{$376,835 I $238.53 1

(The accompanying Notes are anmlegraf parfof these statements.)
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1

a)

. Year Ended December-31.

Operating Revenues:
Electric • .
CJns

. Other •'

Total Osieraring RfcveriLeS-- 
Operating Expenses:
• pud and Purchased Power ,

Gas Purchased, tor Resale 
’■. pperat;on and Maintenance,

Depreciation and Amorrization „ • 
Provisions for Taxes; ' • ‘ • :'

Local Property and OtJ>r 
. Fcdeml and State Income 

Total Operating Expenses 
Operating Income 

Non-Operating FApenses {Incorrej 
. Income Before interest Expense 

y Interest Expense, Net "

Net Income

Less Dividends on PreMerrcd Stock 
Net Income Applicable to Common Stock

Average Common Shares Ouistandlng

Basic Earnings Per Share

Diluted Earnings Per Shore

Si4VJ,y?:{ ' ; ■$ 1,49,0%:

19,7J9 27::JO^ .

'■ ' 30 ‘ - . -1 * •• 4S: V

-1n9.:j3e ' ■ . - ; - T70.a4iT -V

;.99;074 ’ ' -100,7v8 .

\2xivs - i3;b::v \
;2T,S5I') , ;
; 9.17B . .’•8;7?(,

. 4,983 .

4,16G -• - 4.6^3 ■
154.170 • - , 15G57-3:

1 3.562 ' ;.i4:273
; .160 ‘v-’v"'.;.:.;- /

02>MI
•• 1.r),402v 

7,") 6?
••• Y .14:900. 

6,17l"

,8.235 

'27 b

• 8.729 

'• 278

57.959 58,451,

4.412,869 .. '4.354.for

. . $1.80 ■ "S'i yT

• 51.76 51-89

' rTne acco-npanying Oo.'es are an integra: part of these statements.)
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statements, qf’eapitali'zati'oh (000‘s exeept number. jr»!.aies.:

Deiienibor .Jl, ■ .

Conrimon.Stock Equity
Common Stock, No .1\ir Value (AuthorizccI - 8,000,000 shares: 

' Outstanding-.'4;574,b2y and 4,403,818 Shares) • ,v.

* .Stock Options . ’ . . :

' Retained Earnings '
' Total Common Stock Equity ' ' '

Preferred Stock
’ CECo Preferred Stock, Nori-Redeemable, Noh-Cumulatiye: .
' f,% Scries, SI00 Par Value :

CECo .Preferred Stock, Redeemable, Cumulative; _ - - ■

8.70% Series,-$100 Par Value 
B&H Preferred Stocks Redeemable, Cumulative;

S% SiVies, $100 Par Value. ..
' C>% ScTie.'j, Sldo'Par'ValLje . ...

' 873% Series, $100'Par Value “

■ ■ 8 73% Series, SI 00 Par Value :
TCkKE.Preferred Slock, Redeemable, Cumulative: 

a. 12Series, $100 Par Value 
. 8% Series, $100 Par-Value ' - , .

• Total Preferred Stock :

Long-Term Debt. .
CECo first Mortgage Bonds: - ,

Sern's 0/ 6.75%, Due January 15, 1998' ■ , ' ■

Series'll, 9.-13%, Due September 1, 2003 .
■ Series I, 8.^19%; Due October 14, 2024 . . : '
Series I,..0.96%, Due September 1, 202.8 .

. E8.Hfirst Mortgage Bonds: ' • ••
Series C, 075%, Due january 15, 1998 
Series H. 8.50%, DueXtecember 15, 2002 
Series I, 945%, Due September 1,2003

■ Senes.K, 8.49%, Due pciober 14, 2024 .’. •
' . ; Series L, 6.96%, Due September 1, 2628

! HCi^E LungTerm Notes: ' '■
Twelve-Year Notes; 8.55^j, Due Murch-3'l, 2004 

Thirty-Year Note's, 675%; DueNovember 30/2023 ./

Unitil Realty Corp. Senior Secured Notes:

8,OO'M'.Noteb Due August 1, 2017 
Total Lohg-lerm Debt

Less- Lcaig-Terni Del)t, Current Portion / . ‘ .
, Told! Ibng-Tenn Debt, Less Current P01 lion 

Total Capitalization ■

• 1998 : 1997 ,

;

! $38,407 535,653

! • 1 
543' . .1452

! 36,401 / • - v: '34.539
; 75,351- 71,644

1' '

i '■ ' 225
t. • . .

v 22S ,

| 215
: < ' ■

215

j
1 91 91

168 ,168
333 344

.406 - 406

998 1,03.5
.4,407 1.407

3,843 ' ; 3.H91

* ■■ ...•■■

■■ 1,520'
5,200

6,000 6,000
'10,000 —

' 498'
- / 700

4,000 .
. : 9,000 - 9,000

10,0.00

14,000 15,000.
: 19,000 ' ■. ... 19,000'

7,222 • •• '744 a

75,222 68,366

1,175 4470
■ r 74,047 . 63,896
$153,241 . $139,431

(The accompanying,Notes aro an integral part.of these statements )
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Year Ended December 31. •,
Operatmg Activities:

Net Income
Adjustmenis to Reconcile NeMncome to 

Cash Provided.by Opef3hng Activities: ■ 
Depreciaiidn and Amortization 
Deferred Tax Provision.
Amortization of investment Tax Credit .
Gain on Taking-or Land and Building 

Changes in Working Capital:-
Accounts Receivable •. .
Materials and Supplies'

•.. • Prepavments 
. ■ Accrued Revenue

Accounts Payable , .. ..
Refundable Customer Deposits 

' faxes and Interest Payable 
.Other, Net '

■ Cash Provided by Operating Activities
Cash Flows From Investing Activities: .
' Acquisitioh'of Property, Plant Ji Equipment . 

Proceeds from Taking of Land & Building 
Cash Used in investing'Activities 

Cash Flows Used in Financing Activities:
. Proceeds from (Repayment of) Short-Term Debt, net 

Proceeds from Issuance ol Long-TenivUebv : 
Repayment pt Long-Term Debt - 
Dividends. Paid
Issuance of Common Stuck '

Retirement of Preferred Stock 
. Repayment orCapital Lease Oiiligations .

Cash Provided by (Used InVFinahcing Activities 
Net Increase (Decrease) in Cash 
Cash'at Beginning of Year 
Cash.at End of Year .
Supplemental Cash Fibw Information:

Iritere'sl Paid •
Fede-al Income Taxes Paid 

Non-Cash Financing Activities:
- Capital Leases Incurred

DoSIlS

is^in
^D.

mm

mss®.

135m

- :(m

1 w

$z:215

; .9.238 
.660. 
‘172I

, !506j- 
i 184). 

, -.72b3 

2:063 < 
:3”0i 
602 

: i80,4»

.16.S50

i 13.88:

(13.887)

.*3,400) 
7; S0(>. 

(1.3451 
(6.159) 
1.2H5‘

Wl.H5)

13:234)

•$7;531
; S3;340- 

. ' <
51.057'

1996

,,$8,729.

8,832. 
; 456 

(194) 
167.5)

\C45T';

-(203|
■ (705*; 
(6:281).

539..
n;629!

• ('30'6i
.•.(654) 
.,6:260

•: 19.359) 
" '• 675

' - .(18,484)

. , ie;70o

11,294)
15-998?

■ ’,132 . 
- (108) 
:{703j.

1 V.729

llie Company recorder! the estimated impact of the C:der *roin the Massachusetts Deparm:ent 
lions and Energy related tci.its electric Utility Restnicturing Plan on its Deremhpr:31.1998 baianc

Net Decrease in Utility Plant • Electric- fSitffiKGSjlJ

Increase in. Regulatory Assets 
.. Decrease in Invcsiment Tax Credits.- :

Increase in Power Supply Contract Obligations

$b.T33:;
; $3,982 '

'■ \',$ 1,858'■

pt Tdecomniunica- 
e shi/t't as follows:

(The accompanying Notes are an integral part of these statements:)
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statements of changes, in . 

common stock equity (ooo\)

• /Deferred 
. .Slock

. Common .
Shares

- Option 
Plan

; Retained - 
Earnines • Total

Balance at January i; 1996 $32,822 ' ; $1,299 $29,773 '' '■ i $63,894 1

Net-Income for 19%. . 8,729 ' . 8,729 '

Dividends t;n preTerred shares •. (278) ■ . (278).

Dividends on-common shares - 
at an annual late of $1.32, per share (5,740) - • (5,740)-

Stock Option Plan : • •
.. 237. . 237 ..

foirrriserJ stock options - 2,400 shares ■ 
lcViitinrx»-nf r.? Ort l rnmnxnn shares (al

'■ SO 
' 1;1 12 -

(30) ■ • 20
: 1,112

Balance at December 31,19% , 33,984 , . , : 1,506 . , . -32,484'' 67,974 :

Net Income for 1997
' B,235: 8,235 i

Dividends on preferred shares
Dividends on common shares - . '

(276) ■ ' (276)

at an annual rate ot $1.34 per share ' , (5,904) , •• (5,904)

Stock Option Plan ■ ' ' 330 v‘
330

s • '
Exercised sfock options .28,222 shares . , 626, (384) 242

tc*;irnnrf* of 41 .S79.conirhoh shares fa) . 1,043 .. 1,043

Baiahcc at.Dccember 31, 1997 $35,653 • $1,452 V$34;539 -$71,644'.

Net income'for 1998
- .v ■; ;'.:r

. 8.249 8,249

Dividends on preferred shares . , .;£274) , ... ,(274)

Dividends on cotnmoii shares • . * • ■ . .
(6,113)" at ah atinual rate ot $ 1.36 per share , (6.113). -

Stock Option.Plan : .245 ' . 245

Exercised slock options - 66,951 .shares 1,720 ' ,-(1,154) 566

I'isunnro ot 43,862 common shares (a) 1,034 .. 1,034

Balance at December 31, 1998 $38,407.. $543" : $36,401 $75,351

' (a) Shares sold and issued in connection with'the Compahy’s-Dividend Reinvestment and Slock
Purchase Plan and Employee 40l(k) Tax Deferred Savings and Inyestfriehl Plan (See.Note 2)..,.

' (The accompanying Notes are an'integrai part ofthese statements.) •
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Note 1: Summary of Significant Accounting Policies . i ; ■

Naturcof Operations -Itnilil Corp'oraiidn (Unit!1 or theCompanv) is'repislered witli.Weietunt.es-.and. 
Exciumke Commission (SEC) as a public: utility holding company under the PubSt: Utility Holctinp Company 
Aci of 1935 i the 193 S’AcO; and is the ijaretVt oithe Unit'll Sy5iem.-lhe!ollc\vingcopiixmiesa:e wholly owneft; 
subsidiaries of Unilil: Concord BeuricCompHnviCECo*, Exeier^ Hampton Elecuic Company 
burg Cjs and Electric Light Coirpany(FG&fc). UnUi! Power Corp. (UPCi. Uml:5;.Realty;Lorp,(ykC».;-Un.ii!
Service Corp.(USC)'. and U.oitilKesourceSi.Inc.'tURl). •J'; , 1' ■

■ Onitil's principaibusihesi is the reioil sale and clisttibuiiohoi electricity in New Hampshire and both elec*'
trie arid gas services in MassachusHlf through its retail distribution subsidiaries CEGo;.£&H. and-FC^E. -Thc, 
Company's wholesale electric prmef suhsidiary, UPC, prinop,illy prov ides all the electnr pmytrr suppiv re-, 
quirenients to CECo and'b&H for resale at retail, and also engages in various other wholesa,e electee 
services with affiliates unci nun;atii!iatos thniughoet the New England legioii. UR1 is engaged m bus-pess, 
transactions as a competitive marketer of eiectnaty,;rtnjiiy, .URC ano UbC provide centralized operation?, 

to support the Unitil System.
With respect to rates and accounting practices, CECo and E&-H are subiect tci regulation ay the,New 

f lampshire Public Utilities Commission (NUPUC), FG^E is regulated by the Massachusetts Department ol
Telecomhiunication's Energy (MDTEj, and UPC is regulated by the rederai Energy .Reguiatory Comnussion

(FERC1. . . ' ' • -v. ' - .
. The Company-accounts ior .a!l;iN.regulated operntions 'iir accordance with Statement or Fmancia. 

Accounting Standard L'SFAS") No: 7 V. "Accounting for thcEtfect^ of CeftainTypes of Regulation.' reuu.iring
the.Compahy to rL'aj'dthn tinancial.staie'merU effects of the,rate regukuion to which llufO.)nHW:ty iscur;enHv .
subject. If a .'separable* portion of the.Cbiiipany's.liusiiiess h*> ibnger meeis>FAS.Nci;:71,.t.he-C;(-n.ipany i? 
required to eliminate.tht? finanriai statement,effects of regulation tor that portion. .. ■ , ..

Basis of Presentation ,.v\ • . .
Principles of Consolidation - Unitil Corporation (the Gompanyhis the parent company..pt .he.UittL 

System {the System). The consdrKiatecf finohciarstatements include the accounts ot the CdiTipnny ^nci a,l
of iiswnoily-ovvnedsjb'sidiories Ali niaterialinterajnipany balances and tranbactibns have been cjltminatep

in consoFrlation. . > > .7 '. ‘ „ • *-
Use of Estimates — The preparation of financial siatentents «n conformity with generally accepted ac- 

countingprinciplesreciuresmdnagenient to rnaKe estimates and'assunipiionstluit affect the reported amcmnls
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■ of assets and Uabiliiios and rerjuires disclosure of contingeni assebancl liabilities aVtbedaie-of.fbefiiiancial 
^slatemems and the reported;amounls of revenues and expenses during.the reporting period. Actual results 

coulil'difftrr fron^lhose estimates- •
Revenue Recognition -^.The Company's operating subsidiaries record electric and gas operating>ev« 

ei^ues haserf upon the amount of olectr icily and gas delivered.to customer s through the end of the account* 
mg period.- ’ . •

Depreciation ^ Amortization—Depreciation provisions for the Company's utility operating subsidiar­
ies are determined on o group.strnigl^-iinc^hasis. Proviskirs for depreciation were equivalent to the follow­
ing composite rates, based bn the overage depreciable property balances at the beginning and end of each 
y.e;ir:: -.3.21.percent; 199/' 3.4S percent; and 3.4b pe'Cent.

Amortization provisions include (he recovery of a portion of FC&E-s former investment in the Seabrook 
• 'Niicieaf Power.Plant iivrntos.lo its customers through a Seabrook AnVortizatidh Surcharge as ordered by 

the MDTI:..In addition, FC&Ejs arhdrti/ing electric generating assets, in accordance with its electric restruc- 
turing plan approved, by the MUTH Note 12).

Federal IricomeTaxes-Dbferfed tax assets and liabilitiesare determined based on ditfererices between 
1 the fi.nnncinl reporting and tax bases of assets and liabilities, and are measured by applying taxxates appli- 
cable.to live taxable years'in which .ihosadiftorences arc*.expected to-reverse.' The Tax Reduction Act, of 
1980 climmalc'd investment tax credits. Investment tax credits generated prior to 1986 are being amortized, 
for financial reporting purp’oses. ovc*r the productive lives of the related assets. : ”

New Accounting Standards — During 1998, the Company adopted SFAS.Nq. 1,31, "Disclosures about 
. Segments of an Enteryriseand Reiatedlnfotmation. 'This Statement supersedesallpreviousaccouiitingpro* 
fiouncements regarding -the- reporting -of segment information and requtrcsT.ompanies to report financinl 
.imddescri|>tivc informcitionabout reporl.ableoperati.ngsegmerusinnnnualandiriterin'financiaistatemenis 
■..See Note TIT ' , • \ ‘

Also in 1998, thc*Com{)ijnyadopk*d SFAS No.T 32, "Employer's Disclosures aboutPcnsionsand Othcr 
‘PpsireiiremenCbenefits" (an amendmeni of.FASB Statements No. 87; 88, and 106). This Statement stan­
dardizes the disclosure requirements for pensions and other poslretirement benefits, requires additional 

.’inlormatiori on changes in the benefit bl)ligati6ns and fair values of.plan assets and eliminates certain dis­
closures that are no longer useful (See Note 9).' • f. •

During 1997, the Company adopted Statement of c}nandalAccountihgStandards($FAS) No. 128. "Earn-' 
ihgs per Share." This Statement supersedes all previous.«Kcduhiing pronouncemenLs rpgarding the report­
ing of earnings per share dotaand requjres.the presentation of basic and diluted earningsper share infor*. 
mntion by afl publidy tiaded entities. The adoption c>f this reporting standard by the Company is effective 
with the reporting years presented in the financial slnle.nient (See Note 10). ■

• Reclassifications.- Certain amounts previously, reported have been .reclassified to .conform with cur 
rent year presentation. ' ' • , ' \ T • .

Noce 2: Common Stock,
" New Shares Issued - During 1998, the Company raised $1,034,195 of additional common erjuity capi­

tal thrr)agh.lhr; issuance of 43,8,62 shares of common slocklr connection with the Dvidend.Reinvestment 
and Stock Purchase Plan and Employee 401(k) Tax pc’ferrefl Savings and Investment jdah. The Dividend Re­
investment and Stock Purchase Plan provides participants in the plan a method,for' investing cash dividends 
on lite .ConipiinyVC-ofnmoiVStock'and CDsIrpaymehts in addilioiiiil .shares’pf the Company's'Common ‘ 
Stock,.file Employee,40T(k)'Tnx Deferred Scivings.ancl Investment Plan is described in N(it(» O.’ivelovv.'Jn 
1997. the Company raised $1,042,974 of additional common equity capital through the issuance of 51,529 
shaies of conimon stock in corinection with these plans. ' • .

Thr? C<;rrrpany maintains a Key Employee Stock Option Plan (KESOP). which provides for the granting of 
options lo'koy employees. The number of shares granted under this plan; as well.as the terms and eomli:
:ions of each grant, art? drMefminod by the Board of'Directors, subjecUo |)lan limitations. All options granted 
under the-KESOP vest upo/) grant. No option can be issued unrler thneurrent p;an after l999.’The plan pro-
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Vides options and dividend'equivalents on options granted, u hich are recorded at fair value as compensa* . 
lion expense*. The total compensation expenses recorded by the Companvwith respeet tp this plah.were. . 
.$244,903, $330,098 and $237,044 Tor the years ended December 31, 1998, 1997 arid 1996; respectively^ 

Share Option Activity of the KESOP is presented in the following table:

HEiPBl 1997 1996 .\ -!
j Beginning Options Outstanding &• Exercisable lH2f49.5; , 173,362 • • ’ j

• Options Granted 25.000 ... .1.000 >' 1

Dividend Equivalents turned • ' , . a®*' -12,092 -. - ; • T Ol 533;: ■ .;

Options Exercised MwmmMm ' ■ 128,222) ' - {i.Tooi . .

Options Canceled. <=> ■■ ■ —' ' ’ A;.;

Ending Options Outstanding & Exercisable . 191,365 ■ ,182;495'. ’ ' j

Range of Option Exercise Price per Share gflaflu^tifaaD $12.11-$ 18.28' S1 2.11-$18.28. ;

The Company, has adopted SFA5 Mo. 123, .'Accounting tor Stock Based Compensation/;.and'recognizes 
compensation costs at laif value. . ;

‘The weighted average lair value per share of options.granted during 1997 and. 199(-> vvas $3;2l and S3.23. 
respectively. No'options were granted in 1998.-The .weighted average exercise prici: of options' and di vidend 
equivalents exercised in 1998 was $8. 38 per share.The fair value of options at tfie'daie of graftt was'estimatep' 
usingithe Black-Scholes.model with the lollowing weighted average-assumptions:" ’•

Expected Life (Years) '.
IriterestRate
■Volatility
Dividend Yield •. '

‘ ■ Restriclions.on Retained Earnings -Unitil’.Corporatipn has no restriction on the payment pi comn^on divi­
dends from retained earnings. Its three'etail distribution subsidiaries do have restrictions. Under the terms ot the 
First Mortgage Bond Indentures. CECbarid £<£H had 53,336,986.and $3,366,816, respectively, available for the 
■payment of cash dividends on their common stock at December 31,1998. Under the terms.of long-term debt 
Purchase Agreements, FG&I had 516,421,494 of retained earnings available for the payment of rash dividends 
on its common.stockal December 31,199.8.

Note 3: Preferred Stock ■
Certdin-ol' the Ureftfl subsidiaries have RedeeniabJe Cunrululive Preferred Stock outstaWdirig arid uriesub.srcT 

iar>', CbCo, has a Non-Kedeemable, Nori*(,umulative Preferred Stock issue outstanding. All such subsidiaries are. 
required tooffer to redecm'annually a given number ofsharesoi each series of RedeernableCumulatiycHieferred^ 
Stock and to purchase such shares that shall have been tendered, by holders of the respective stock: All such 
subsidiaries may receeni.at’their option; the Redeemable Cumuiative t'referred5t( ick’at a gi^et) redemptionprice.
plus accrued dividends... ■ ... ;T-'’ / '..

The aggregate purchases ot Redeemable Cumulative Preferred Stock during 1998,1997. and. 19%’were: • 
.1998 - $47,300; 199.7 -.$(); and 1996 t Sl08,i)f)0. Theaggregate antnurit ot sinking fund requirements of .the' 
Redeemable jCuniulative Preferred Stock for each ot the five vears foilowing 1998'nre S206,000 per year.



Note 4: Long-Term Debt
Certain of.the Company's !ong lcrhi debt agreements contain provisions which, among other things, limit 

the incursion of additional (ong-terrndebt.' ' . ‘
•. Total aggregate amount ot sinking fund payments relating to bond issues and normal scheduled long-term 

'r debt repayments amounted to 54,394,000 and $1,294,000 in. 1998 and 1997, respectively. \ ' t
Thu aggregate amount of bond sinking fund requirements and normal scheduled long-term debt repayments 

for eadi of the five yeais following i'998 arc: 1999-$i,l 76,307; 2000 • $-1,190/j40;:200l - $3,206,788; 2002 
• $3,223,951 and 2003 - $3,242,530. - V-;' : :

’ On September 3,1998, CECp sold $10,000,000 of 30-year Series | First Mortgage Bonds at par.to’an.insli- 
tutiqhalihyestor,bearinganin!eresl ratcof6.96%. Proceeds were used to rRpnyshori4ermihdebtedness,incurfed'

'.to fond CECo's ongoing construction [program, and to redeem a higher coupon long-term debt issue prior (o its.
■ maturity. The redemption of $4,550,000 was on the 9.43% Series H Fifsi Mortgage Bonds.

'■ On September 3, 1998, E&H sold SlO.OOO.OOO.dt 30-year Series [ First Mortgage Bonds at pai .to an tnsli- 
lutionhlinvestor, i)(j«iringnh interestrateof6.96%. Proceeds were used to repay short-term indebtedness, incurred' 
to fund E&H's ongoing construction program, and to redeem two higher coupon long-term debt issues prior to 
their rnuturily. Thu'redemptions,which totaled $4,200,000, included 5700,000 of8.50'7u Series Hfirsl Mortgage 
Bonds, and 53,500,000 6t 9.43% Series j First Mortgage Bonds-■

'Oh January.26; 1999 FG&E sold $ 12,000,000 of long term notes at porto institutional investors, bearing an 
interest rate ot 7.37%. -Proceeds were used to repay sliort-term indebteiihess, inc urred to fund FGAF's.ongoing' . 

construction program. .
‘ T/ie' farr value of the Cqrnpan/s long-term debt is estimated based on. the quoted market prices for the same 

or sifnilarpssues^or on lhe current rates offered to the Company tor debt ot the same remaining maturities. In. 
nVanagt'numt'sopii’iion.thdcarivingvalueofthedebtapprdximateditsfairvaluentDecemberSI, I998and.1997.

Note 5: Credit Arrangements
. • At December 31,1997, the Cprnpany Kid unsecured committed bank lines tor short-term debt aggregating : 
$25.000,(KK) with four.bnnks for which it pays commitment fees. At Docember 3.1, 1998, the unused.portion 
of the cohmiilted credit lines outstiindihgvvas $5,000,000. The average interest rates on all short-term borrowings 
were 5.95% and 5.98% during 1998 and 1997, respectively. ■

•Note 6: Leases

The Conipany-s subsidiaries conduct a portion of their opc'alipns.in leased facilities and also lease, some of. 
their hiaclijnery and office'ecfuipnTeiU. FG&E has a facility lease fbr twenty-two years which began in February.
19H1.9 he lease allbws’five, five-year renewal periods at the option of FG^E. Tlie equipment leases, which expired 

•in 1998, included a twerity-'ive-year lease, which began on April 1,1973,'fora combustion turbine and a liquefied' 
natural gas storage and vaporization facility, in addition,'Unitil's subsidiaries lease some equipment undw pp-' 
eiatihgleases. •• • ,. .-

;The following is a schedule of the.leased property under cap/fal leases by rna/or classes; . • • * .

Cl.isses of Utility Plant fDOO's) ' _ 
niuctrir. . 'l , :
Gos- '' . ‘

Common-
Gross Plant:
Loss: Accumulated Depreciation 
NVt Pfant ■ - . ■

Asset^Balancbs a; December 31, 
1997

$2,054 
■726 

. 6,420 
' 9,200. 

.3,584 
55,616
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The following is a schedule.by year?' ol future (ninimurivledse pdvments ami preseril value.ol riet:iiini-

riiitm IcMfe payments under capital leases as of.PeLeniber 31,1~ ■

j Vcar Cndinu'December 31, (000 s) • ‘ . . _:■'
! ; 1999 V .”T”

?0(K) ~ : ;y h^2. v-.
2001 - \:'

2002 , , >■/' 'i-
2003 1 . ;. .' ‘

2004 • 2008 - . . •
lotal Minimum Lease Payments ■ ■ r
Less: Amount Repiesenting Interest
I’rcsent Value of Net Minimuni lease Paynients

■••I,214- ,
U23.:;.' . -■ 

' hi 0.: . •' 
1,^2

; 2.767-' 

$5,194

T

l

Total rental expense charged to operations for the years ended December-3'IM 998. 1997 and: 199b- 
amounted to 588,000; S110,000. and $ 10.1 ;06o..respectivL4y.,There'are no material tulure operaung lease 

payment obligatjons-at December 31,. 1998.. ■

Note .7: Income Taxes v". . ,
Federal Income Taxes were provided for the following iteni> for the years 

anrl 1996. respectively; •

ended December 3.i. U'98,T997 

.1997 ^ ; 1996 "n

Current Federal Tax Provision (000's):

Operating income
Amortization of Investment Tax Credits .

Total Current Federal Tax Provision 
Deferred! Federal.Tax Provision fOOO's): 

Accelerated Tax Depreciation 
Abandoned Properties , , " .
Allowance tor Funds Used Du-ing Constructit-n 

("AFUDC") and Overheads ; ' /
. .Post-Retirement Benefits Other Than Pensions ■ 

I nvironmental Remediation ;
..Deferred Maintenance Cost anti Other 

■ Accrued Revenue 
Deferred Gas Rate Case Expense 
Percentage Repair Allowance 
Deferred Advances 

■ Deferred Pensions
* Total Deferred Federal Tax Provision .

Total Federal Tax Provision
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« • Tiii; u>ni))uriuntbuf llierudOra! and Stale income laxpruvisions lenectedinthuaccompAnyingconsolidjtcd- 
biaUMTHintsof eainiiigsfdr.tlieyears ended L)eeen^b'er-.31# 1998,1997-and 1996 were asfoljows: ,

(000'S) . \ .. ; . 1998 !' 1997 1996'
Federal

. .
•Oirront r $2,221 1 ' $2,999 . $3,658.
:Delerfc*rl '1,225 '3.21'
Amofii/ation of.lnvesifnent Tax Credits (Wi) • (172) . - (194)

• Total Federal Tax Provision 3,044 ■3.400 3,705

State . ' . ‘'
'Current ... '377 67-9 ■- . . .691 ■

-Defcm-d "■ \ 289 -07 :■ .137
’ Total State-lax Provision , . ‘ 666 ■ '' ; 766 828

Total Provision for Federaliiinif State Income-Taxes’ $3;710 . • $•}. 16 b : $4,613 .

.The cii|ferenc es between (He Conipany's provisions for Federal Income faxes and ibe provisions calculated 
nt (he slalulory lecferaj tax rale,.expressed in percentages, are sHovvnbeipw: •

.Year Ended December 31, .1998- ■ 1997 ' .1.996
Statutory Federal Income Tax Rale' . 34% 1 3.4% ‘ 34%

• Income .Tax ilffects of:' •

lnvestn>ent Tax Credits . (3) ■ ,(1) (I)
Abandoned Property (6) • (5) is;
Other,Ne*. •• 2 T 2

' F.ffeUivd Federal Income Tax Rate' • . 27%. ; . .29% ‘ . ' : 30%

Temporary differences which gave rise to'deferred ,:ax assets and liabilities are shown belbw:

. • ■ De’ferred Income Taxes at becember 31,
V1000 si . •- f. 1998 •] ' - ' 1997 •

. Accelerated Depreciation • ’ $24,658 * . . " $24,625 '

Abandoned Property . ; ' 8,442 , ■. /:
•. Co:ilriJ;ution^ih Aid to.Cpnstruction . . , (2,819) ■ . (2,750)

Pereeiuage Repiiir.^liowance ■ " • ' . 1,924 1,792 ■
Calhodic-Protection. ' • ■ . • ■ . ' 369 ■ ■ 372

• Reiiienient Loss ' ■ ' ;• : 2,348 ■ - ■T,823 .
Deterred Pfvis'.ons . •. . 2,870 2,758 .

; ARJI'K 31 . \45
Overheads • ' 202 •. 249
khsOp : _ ■ * _; ■. - . (442) (544)
Had Debts " . ; . •' ■ ■ : (225) (246) ■

‘ Accumt/lafed Deferred^ . . • 3,179 • •3,447 /•
I'm'ironmental.Kemediatidn • , ' .186 j . " - 132
Accrues! Revenue . • , ! • 1,199' !
Delerred ’Gas Kate Case Expense- '. ', ;. ' • ■ . 337 ;
Investment tnx Credit ) 916 ; ''1/437; -

'Other '' "V ' ' ' ; ■ (148) i ■*. '63
Total Deferred Income Taxes J $43,027 1 " ‘ $42,295'
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New.Hampshire: .

.. Purchased Power Coritracis — OPC also l ias conimilmems untier long-ietm t:onif ai.ih for the .purchase of 
elecaicity Irom various suppliers. I hese wholesale contracts are generally for fixed periods and require payment 
of demand and energy charges. The total costs under these contracts are included in Eleciridty Purchased for 
Resale in the Consolidated Statements of Earnings and are normally recoverable in revenues under various cost

recovery mechanisms. •• ... ’ . , ; il ' u t '
■ I |10 status of UPCs electric purchased power contracts at December 31. .1998,-is as shown below;

Unit.
Fuel
Type

1998 Energy 
MW Winter 
Entitlements

Purchased
(MWH's)

Cohlracl 
End Date

Est. Annual Min. , 
Payments Which" - 

. Cover Future . 
Debt Service 

.Requirements (000''s)

Unitil Power Corp. 
Gas ’

Cias
Oii/Gas 

. . Oil/Gas 
Oil/Gas- 

■ ‘ ; 1 ..Oil ..

.'Oil/'. ; 

. .'Coal ...
. Nuclear-.

. Nuclear 
Nuclear 
Hydro 
Refuse 
System 
System . 
Various 
Vn-ious

24
. I 
.2

■U>:.
To

■: 4 ''
t:l\ 

,25 '

29 
10 
.2' 

5
■ h., 
,18
30

127,221.
4,631,

•5,7.68.
• 75,889 .

1 7,820 
; 8,472

52,598 
137,183 ■ 
197,146 ■ 

8 (>,'408 
13,458*

47,113 ■ 
1,242 

- 11,31 7 
4,236 

178,055

'2010 . 

2008 
• 2003 

2006 
2008 ••

■ 1999

2005 ' 
‘2005 . 

2005 ' - 

2010 /
. 201? 

2001 
2003 
.2002 

Variable .
1999 .

Short-term.

Notes: ji] Total estimated. 1998 annuafized capacity payments;-including debt-service.

'[2J Total support charges’including debt service requirements.

$5,047 
None; 
None 
None 
.None'. 
None. 
None 

• None 
None 
None 
None 

: $989 

None 
None 
None 
None 
None

requirements,

1|

|2|

In New Hampshire, Electric Industry Restructuring is hoi yelcomplete. 1 he Company expects that, upon 
c.onipletion of industry restructuring, the abovihmarket portion of the contracts listed above would be classi­

fied as stranded costs. -
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Note 9: Benefit Plans :
Pension.Plans - Prior to May . 1.1998, lour ot the CompanyVsutjMiiiaries had rlefined herK>rit Ketiron^int' 

. and Pension Plans and reined Trust Agreenienls to provide, retirement annuities for.padicipatjhs-'e.rnployees af 
age (>5. On May 1, 1998, the plan> of uadi employei were mergeti info one plan with uniform plan ptovisun.- 
to be'known ass.the "Oh:ti( Corporation.Hettrement Plan/' the entire.Cusf o* the pbn ss bprne.by the.'rubpoctive 
subsidiaries.' : ; . .. " ?. •' •

The foJiowing.iable prof ides ihecomponenls ot riel periodic'evpensfc fincome; tor flic piaiis for years, ) 998; 

1997, and 199b; ; • \ . : ' ■

•. fOOO's) - i 1998 1997 '" 'lyoh-.. •

Service .Cost • ;. $827 : ' ST&r.",/. , ,;$793

■ Inierest Cost ‘, 2/207 ■ 7,C23 . ■■ _
Expecied Return on Plan Assets (3,562) (3,094 j ('2,817}- ■

Amorti/ation of Transition Obligatior. ; (16) ti(>i v . , ! 16;
Anio.rtivation of Prior-Service Cost 74 ' '13 ' "K>.

Net Periodic Benefit income . - $(470) ; 5t.9.i7,| ■ S(11J6) .

Reconciliation of Proiected Benefit ObliRatioh fOOO's): !. 1998 t 1947. ■'< 1996. ■ 1

Beginning of Vc\ir .! $29,8.53 ■' S2(»,907;. ' ' S2ii,236 ' '

Service Cost * : 827 t 7t>”. '. - '70i,'

lnt(?rest Cost ' i 2,207 ; '■ ' 2,023 ; ■' ,1:921. ••

. Amendments (Note A) 1,292 ; • ••
' Actuarial Loss i’Clain) . - . : .-. - . / 4,290 : I .Hih- - ' .. ' .-/(2)3f3i :; ■:

. Benefit Payments. . : ■1 (1,848) ; : L ORO!- ' . fi.sftm ,

End of Yuan' . - I $36,621 ; 529,853 ' $26:907-''

. i

Reconciliation of Fair Value of Plan Assets (OOO'si:
! •- • . ■ : ' !

Beginning of Year ’ : $42,304 536.547 $32,858 : !

Actual Return on Plan Asset? ■ • ; 8,171. 6.9/1 ; ■ 4:807 . ■ ;
Employer Coniributions ■ ' • . i. • . •

) • , 1 466 462' .. '*

Benefit Payments • • . # • , ! (1,848) • (1,680)' / ; (1.5801. .

End of-Year- ■ • . ;. $48,627 .;
s

543.304 4 .$3,6.547 ,

Funded Status (OOO's):
: • , • i.

• • ;/ r
Funded Status at December ;N(:te Bi • • i 512,006 : <12.451 .. S9.»340-. . ' •

Unrecognized Transition.Obligutiort •i . 254 . 235-. ■ '22''' ■ ,

Unrecognized Prior-Service Cnsi i i,3i7. 98 -
■ i'« !

Unrecognized >Ciain; Loss (4.986) ; 14.667}. i'2.6'25:,

Prepaid Pension Cost $8,591 f . 53.420 . . .57,348 ''

(A).Gene'dliy etfect've May 1.1998. the plans al each femj>ioyfcr'v,-ere merged m:o ore piaa win unfcrm pan prcvTsbni'tc be.knawh as the'; j
‘Uml Corporation Reluemeni Plan". ' ' • T.

(B; From Far Value of Plan Assets less Enl of Year Pro ected Benefil Obligation . ■ - .. i

Plan assets are. invested in common stock, short-term investments anil various other fixed incumo.secU' • 
rily funds. The vveighTed-average discount ,rates fised in delermining the |.>roiected. benefit i»l>!igat'ion.'in{ \
199/ and 19%' were, y.00%, 7 2 5^, and 7. /5%, respeaive/y; while the rate of increase in 'future con ipensa-. 
libn.ievelsTbr 1998. 1997 and 199b were A.O0K '4.50'7«and -i SO'-iv respectively. The expected jonci-'ierni 

rales of relum nn assets in 1998. 199/and .19% were 9.25'^. in each year; s ; ' •
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Un}li| SL’ryioi'Curp. bus o Supplemental Executive Retirernent Plan lSERP).The:SERP is an ut>funded ?e-’. 
tiroment plan witlvpartkipdtion limited to executives selected by ibe Board pi’Pirectors. The cost associated 

•Avith tJie.SERP amounietJ 16 SI $1TiOOG^und'S7:l>pop fortbe years ended Decenber 31, ISiyfi,
.l.yjand .l‘J'Jh; .mspeclively..

Employee 401 (k) Tax Deferred Savings Plan--. The 'Company sponsors;! deiined contribution plan (un- 
(fei Section 401(k) of llie Internal Revenue Code) coverinj’substantially ail of jbe ’Company’s employees 
'Parti* ipunis may elect to defer from 1% to 15% of current compensation to the plan. The Company 
'’matches contributions, vvilh a maximum matching contribution of 3% of current compensation, fniplovees 
. may direct tire investment of their savings plan balances into a variety of investmentoptions, including a 
Company cumirnh stoc k fund. Participants are 100% vestetf in contributions made on their behalf, once 
they have completed three years of service, the Company's share of contributions to (tie plan' wen' 
$3H4,142; $38.9,BB8; and $356,574 for tlie years ended December 31, 1990, 1997 and 1996, respectively.

Post-Retirement Benefits — The Company's subsidiarics'providt: health cure benefits to rcUrees for u ' 
iwelvcvm'bn'tH- period following their retirement. The Company's subsidiaries continue to provide life insur­
ance (overage to retirees. Life.insurance ancMimited health cii’re'post-retirenient benefits require the Com- 

• jrany. to accrue posnetire'ment benefits-during the employee's.yoars of service with the Company andahe'. 
recognition ul the acluorially determined total post-retirement benefit obligation earned by existing retirees; 
At O.'temhor 31,3998, .1,997 and 1996, the accumLilated posi-retlrement'b(‘nefit obligation (transition obi* 
gationjwas a|>prpximately $299,000/53*21,000 and $342,000, respectively, and the period'cost-associated . 
with these benefits for 1998, 1997 and 1996 was approximately $76,000, $75,000 and $132,000, respec­
tively. This obligation is being recognized oh a defayed.basis over (he ayerage? remaining service period oh 
active panicfpants'arid such period will not exceed 20years. The Company has.omitted certain disclosures 
relating to SI:AS Mo. 132; as the accumulated post-retirement,benefit obligation (transition obligation) is not 
material.

Note* 10:, Earnings Per Share
The following table lecbneiles basic and diluted earnings per snare assuming all stock options were con-

ertt'd to common shares per SPAS .128. *•
*'(0i)(Kexcept sharp.and pepshare data) ! 1998: • - ' 199.7 . : 1996
.Basic Income Available to Common,Sfork • •’••’! $7,975 i- ' 47.959 ' -58.451 "

’ Weighted Ay(.;rage C'ornmon Shares Clutstarding 
■ Plus: Diluted Effect of Ijicreinenia! Shares' 

front Assumed Conversion. ■' *

Bas’c d'4,505,784

' i ■ ■
I 128,324

• •
4,412.869 ■

107,512

1 . *
■4,354.297 .

106.366

Weighted Average ConVmon Shares
Outstandng-Diluted

Basic Earnings perShare 
. Diluted tamings per.Sharo

!
14,6.34,108 
j $1.77

rl ■■ $1.72

4.520,381 
/ 51.00

-SI.70

4,46().(>63 
$1.94 

' $109

Noce 11: Segment Information .
TheCompanyhas iworeportabi.esegments: EleciriciCCCaEAH, UPC, URI, and theelectricportionofKi^E's 

business) and Gas ffho gas portion of business)-Unitil is.en’gag(?d principally in the'retail sale and distri-
.butionoideclncityinNewHampshireandbothcleciricnndgassetviceinMassachuseltsthroughitstelaildistnbution 
subsidiaries CLCo, Eiv-H, and PG&E. The Company's wholesale electric power subsidiary. UTC, principally pro 
vicjesali the electric power suppjy requirements to CLCo and t&H-for. resale at ictaiC and also engages in various 
oilier wholesale ploclnc [)ovvt‘rs{?A'ices wil)i a‘fi)laU‘.s and /lon-afl’iliaies 16:011^1x^1 the New England Region. UR1
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is engaged in business.transactions as a cornpedtivo inarkeiet ot elec.trk.ity; UKC aiVi USC provide cemraiiHed 
operations to support the Unitil System. . ' . - . •

URC jnd'USC are included in tfie "Otl.ic*'"Xolunir- of.the table.be!o\\. USC .provides centralized mahi;. 
agement and administrative services; including information svsrems managemen; nno financ^il record teep'' 
ing. URC owns certain real vstate. principallydbe Company’s corporate HeadquartefS. . ' ‘ •

'l.Tbc segments JbJJovv'the'same accdunfingpolicies as described in’ the Summary' of Significant Account*- 
ing Policies..Intersegment-safes hike pfoco at cost atsi the eftecb c»r all intersegment and/or i keicoi^panv 
transaciion^ are eliinin«i!i*d in the consolidated tinunciaf statement:.-. Segment'profit or loss is based on profit
or loss from operations after income ttues. Expenses used to determine operating income before taxes afe 
charged directly to each segment or are allocated in accordance with :iac tors contained in.cdst of service 
studies which were included in rate applications approved by the NHPUG and MDTE , Assets .allocated to' 
segment are based upon specific identification oi' such assets provided hv Company records, v-

The following fable provides significant segment financial dara tor the years ended December 3 V. IWfl. 
}9V7, zntf )WIj: . ■ . ; ‘ V :'

! Year Ended December 31, 1998.(000'S) .. Electric Gas Other Eliminations , .Total
!’ Revenues . j

,

■ External Customers $149,639 $17,009 $io . $166^678 ^ (

Intersegment' — • •— 18,403.. (18,483) ' -■ /- ;

' Depreciation and Amortization • 7,917 893 1,197 10,007 ;
, lnteresl.net' - 4,842 ; 1,097 962 . ' . 6,901

j Income (axes 3,609 (145) 246 . :3;710
• Segment Profit . , . 7,428 176 371 7.975
i Identiriable Segment Assets 316,568 36,354 44,932 ■'(2l,b'19)'■376,835 ’.!

• Regulatory Assets • 163;034 ; — • ■. •
: 163,034 i ]

^Capital-Expenditures ■ ' : 10,644 ^171 648 14,463 "

Year Ended December 31,1997 (000's) .• •••••

•Revenues . ., • i
External Customers $149,973 $19,729. : *36 V- $169,738;.

‘Inlersegmenl • - -14,295; iV4;295j .-,

'.DoprcLidtion and Amortization 7/246 892. 1.040'. .,v- . 9. !.;'8 s
' - lnter(?st, net . ‘ ‘ 5,7 T 5. 1.034 418'. X‘ •’ ^ ' 7; 187. i

. Income Taxes , 3.563 414 ' 189 ' . ' . 4.166 ;
Segment Profit 6.772 916- 271 ■ . 7'959 |

Identifiable Segment Assets • - 177.684. ,36.045' 47,488. (22.686) ■ 238.531 •'

Regul/ilory Assets 23,885 — — . - . 23.885
Capital Expenditures 10.475 2.182 1.230 ,, w'M"'''

Year Ended December 31,1996 (OOO'si

Revenues ,
External Customers 5149.696 $21,105 $45 •• .$170,340 '■!
Intersegment 10; 73 8. (10,7381 .. - ;

Depreciation and Amortization .' 7;243. - -856 . 677. >. • ; 6,7.76 i

Interest, net • , • • 5.206, ,979' $M4). ;• - :. . .6,17 C j

Income Taxes • ; 3.831 . . 417 • 365 '• . , 4,613; /
’Scgmeni Profit " ' i 6,982 900 • 569 • • ■' - ••• 6;451
Identifiable Segmeni Assets . • ’ • : 175.T78 . 33,473 . 41.952 - (18,495) . 232.108 i

Regulatory Assets • 25.,432 ■ — ...
„ : :’5 4:i? !,

Capital Expenditures 10,834 1,91 5 6,01.0 , 19,359 •'!



Note 12: Commitments ^Contingencies 

Environmental Matters ,
: In Soptomber i signed a memprandum or understanding with the Massachusetts Highway

Department and the Massachusetts' Department o! Environmental Protection that accopimoclates-the 
' construction of. a new highway, bridge across Sawyer Passwav, the Company's former- manufactured gas 

plant (MOP) site. This memorandum satisfies the requirements of the Massachusetts Contingency Plan for 
temporary closure at this last remaining portion of the site. Specifically this agreemem allows for current 
FG&E eilorts to perform .remediation' work required as a result of bridge construction. Upon completion 

.of site remediation associated with the bridge construction, this last remaining portion of the Sawyer 
r Passway MGP site is expected be closed out and attain the status of temporary closure in.late 1999. This 
tempo/ary closure allows. FC&E to monitor the site every five years to determine if a more feasible 
lemeilintio'V alternative can bmdevelpped and achieved. ' • i . •

The costs of'remedial action, at this site is initially funded from .traditional ':so'urces of capital and 
recovered from customers under a rate recovery ni.echanisir> approved by the MOTE. The.Company also 

• has a number of liability insurance policies'.that may provide coverage for environmental remediation at 
’this site.' .. , ' • '

Regulatory Matters
Keslructurihg and Competition -Regulatory activity surrounding restructuring and competition con­

tinues in both Massachusetts and New Hampshire. March 1, 1998 was "Choice Date" or the beginningot 
• competition' for all electric consurhers in Massachusetts, while New Hampshire's,"Choice Date" slipped 
' past berth the proposed date.of January 1, 1998/and the legislature's mandated date of July 1. -1998. 
Curtently/apptoximately 10% of New Hampshire electric consumcrs can choose iheir electric supplier. 
The ability to choose fdr.lhe remaining 90% is currenlly.the subject of a federal court preliminary injunc-

tiun.fsee below). . ' • - ;
M.'issiichuseffs gas indtislry restructuring plans continue to bo under develbpment..The-MpTE. gas 

utilities and other .stakeholders.beganVa collaborative effort in late 199'/ to develop solutions to the many 
.issues that surround restructuring the local natural gas distribution business., ' '

Unitil has Ireeh preparing for electric and gas industry'restructunngby.devoloping'transition plans that 
vvill move its utility subsidiaries into this new market structure in a way that will ensure fairness in the 
treatment of the Company's.assets and obligations that arededkated;to'the current regulated franchises 
ai^d, at. the some time) provide choice for cl( customers.

Massachusetts (Electric) - On January 15, 1999, the MQTE'gaveTinal approval to FC&E's restructur­
ing plan with certain modifications. The Rian provides customers with:.aj a;choice of energy supplier; b) 

an option to purchase Standard Offer Service (i.e. state-mandated energy service) provided by FG&E at 
reguiatedTates Vor .up to.seven years; and.c) a cumulative 15% rate reduction..The Plan also provides for 
FG&E.to divest-of generation assets and its portfolio of purchased power contracts, the Company will be 
afforded full recovery of any transition costs.through a non-b/passabfe 'retaif Transition Charge.

Pursuant, to the Plan,’ on'October 30, 1998, the .Company filed vvith the MOTE a proposed contract 
with Constellation Power Services Inc. .for provision of Standard Oder Service. The MDTPs January 15, 
1999 Order approves the FG^E/Constcllation contract, and service thereunder is scheduled to-com­
mence*, brv March 1, 1999 and continue through February 28. 2005. This contract is the'msult of.the first 
successtul Standard Glfer auction conducted in Massachusetts,. .

• - 'The January- VS Order also approved the Company's power supply divestiture plan for its interest in 
.three generating-units and four (ong-lerm power supply contracts. A contract for the. sale of FC&E's 
inhjresrin the New Haven.Harbor plant was filed with the MOTtVon November.20/1998. The MDTE’s 
decision is,[jendirig. Contracts for the sale of the Comparfy's remaining ge/ierating assets .and purchased 
power (ontrads arc expected to be filed vvith the MOTE in the near future. All suc h.contracts are subject 

to MDTE apjjroval. .'
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8ran, costs tor POKE ore Iremgiwcoveicrfvia fully reconciling rateadiustrne'm.mechanisms in Massachu-

sens. .. ‘ ■ . ’ •' T ’; '

.... Millstone Unit No. 7% mjn-ojjiHating.ownership in. the MillstontrLhit No.'V
(Millstone H) nuclear generating unit which supplies it with 2.49 megawatts (MVVJ of electric capacity. In 
January i *j% the Nudear^Regui.tlorv Commission (NRC) placed Millstone 3 on tts Watch List, winch calls 
tor increased NKC inspection attention. On March :36( 1990, as a result of an engineering eva'.uatton 
Coinpleiefi try the operator, Northeast Utilities, Millstone 3;.was taken out of service. NRC authorization 
for restart was given on June 29, 1998. Millstone 3 began producing.electric.power in early July, 1998 and 
reached full output on July-15,1998; The unit remains on the NRC's Watch Its:... s •

During.the period that Millstone 3 was outof service, FG&E'continued-tq mcurHs proportionate share . 
ill tin* unit's ongoing Operations and Mnintenance,(0&M) costs; and may-incur additional Q&M costs 
add capita! expendituies to meet NRC requirements:.KC.&li also incurred costs to replace the power that 
was expected to be generated by the unit..During the oulage, FG^E had been incurring apptox.mately 
$35,000 per month in feplacement power cosls, and had been recovering those costs through its fuel ^ 
adjustment clause! which will be subject to review and approval by the MOTE. ,. _; ■ . ' '

' In August 1997,:FG&E, in■ conceft with other non operating ioinCowners. filed a demand tor arbitra-. 
tion-irv Connecticut and a lawsuit-ih 'Massachusetls, in an effort to .recover custv associated with the 
extended unplanned shutdown: The arbitration and legal cases are proceeding. ■
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k- “

Grant Thornton ®

uwr TKfWTOH JJ”

To the Shareholders of Uniiil Corporation: .

We have audited the accompanying consolidated balance sneets and.consolidated state- 

ments of, capitalization of Unitil Corporation and'suhsidia'ies as of December ^ 1. 1 '

and 1997; and the related consolidated statements of earnings., cash .flows and changesm 

common, stock equity tor each of the three.Vears'in the period ended December ;u..

'1996. These financial statements are the responsibility of thevCohnpany's management.

Our responsibilit y is to express an opinion on these financial staremenis based on our' ; 

.audits. '• ■ /. ■ ’ • ^

Wr co'nrluclRd.our audit';.in accordance with generajly accepted .aua;ting standardy.

Those standa'rds'require that we plan and perform the audit to obtain reasonable assur; ■; 

ancejabdut whether the lirundcil slatemehts are tree oi neaterijl niiistuteintint.-- Ar- audit; 

includes examining, on a lest basis, evidence supporting tneiamounls^and diklosurus.in • 

the financial statements: An audit aiso'-ncludes assessing the accounting piincipiei ubed' -;:. 

and significant estimates made by mariagernerl, as well as evaluating the overall financial;. .. 

statement presentation.’ We beiieve our audits provide a reasonable basis tor our opinion.

Iri our opinion, ibr*'financial statemenfs.referred to above present fairly, m all;matedar 

respects/the consolidated financial pos;tiun.of;Unrtil-Corporatton and subsidiarie5:as o* -.

' Oecember T.1..199B and 1997, and the consolidated resuhs.ot their operations and-lheir . 

consolidate cash flows for each of the.mrcte years in the period ended December i I..

1996, in conformity with generally accepfedraccounting principles. : ; / ;

3

Boston. Massachusetts * .
February 9.. 1999 . •'

so O Unitil
- .JATm- .W - .r^*

I
i



of management

To the Shareholders of Unitil Corporation;

■'Management is.responsible for the preparation and inlegrity of the Company's financial 

' statements. The findnual stalemenls haye been prepared in accordance with generally 

accetJied accounting principles as applied to regulaled public utilities as appropriate arid 

necessarily include some amounts that are based bn management's‘best'.estimatcs and 

judgment. ,, ...

-The Company maintains a system'of internal accounting and administrative rnntrpls and 

. an ongoing program of internal audits that management believes provide reasonable /■ 

•assurance.'that assets are'safeguarded and that transactions are properly recorded and 

execiited in accordance with irian«‘igement/s.authori/a!ion. The Company's financial 

statements have been audited by the independenrpublic accounting firm Grant 

' Thornton LLP, who also conducts a review of iiuernal controls to the extent required by 

generally accepted-audiling standards. ■ ; .

TheAudjt Committee.of the Board of Directors, composed solely of outside directors,, ■ 

meets with management/.the internal auditor and Grant Thornton LLP to review planned 

audit scope and results and; to discuss other matters affecting internal accounting con­

trols and financial reporting;- Ihe ihdependent accountants and interna! auditor, have 

direct access to'the Audit Committee and periodically meet with its members without. • 

ntanagement.n^jjfesentatiyos present.- •

A*

Robert G. Schoenberger • 
Chairman of the Board of Directors 
Chief Executive. Officer

ir~

Anthony J. Baratta, Jr.; 
Seniop.Vice President 
Chief Financial Officer
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) consolidated financial data

1 1998 1997 199b 199:

Consolidated Statements of Earnings (000's)' i.

Operating Income ;
Non-Operating fixpense (Income),

Gross Income 
Income Deductions - 

Unsolicited Teficier Oiler &
Merger Expenses (Net ot Faxes)

, Net Income Before Cumulative ,
’ Effect of Accounting. Change 

Ciimulniive' Effect of Accounting Change 

Net Income - , / ' • •
Dividends on Preferred Stock

Net Income Applicable to Common Stock I-. S7,97S

Balance Sheet Data (000's)
Utility Plant {Original CostV’.
Total Assets '^ .

Capitalization: .
Common Stock Equitv 

• Preferred Stock - 
■ Long-Term Debt’ •'

Total .Capitalizatkin

Capitalization Ratios: .
Common Stock Equity * 
Preferred Stock 
Long-Term Debt

' Short-Term Notes Payable.

Common Stock Data (000's)
Shares of Common Stock {Year-End)

- Shares of Common.Stock {Average)

Per-Share Data
Basic Earnings per Average Share- 
Diluted Earnings per Average Share 
Dividends Paid per Share. tYea'-'End) 
Book Value Per-Share tVear-End]

Electric and Gas Statistics 
Electric Distribution &■ Sales - MWI T 

Customers Served - Year-End 
Gas Sales - OOO's pi Eirm Therms ' 

Customers Served - Year-End.

* .* * .1 
i $15,306 ; .5:5,562 514,273 .* .'.$14,225 ' ...

156 5 160 ■ ' .(627i'' : ;A"2i7'. : ,/■

15,150 ' 15 402, .. 14,900 , ■ ■: 14,008 ••

6,901 i.
y '
i •j .

7.167' , 6,171 5.639 . \

i ;
| 8,249 ' - • 8LM,5 ; '

. 1 V

-8,729, .5,369 v‘

• 8,249 : 8.235 , 8,729 ’. ' 8/369. . .
c . ■ 274 : 270 :'278 284- ’ '

!. 57,975 57.959 $8,451 $8,085 ■

; $209,462 ■ $219,475 ’ $207,545 , $190..177 ./ .

1 $376,835 :
• i

$238,531 $232,108- $71.1..702 ; :

! $75,351, : $71,644 '.$67.974,. 563,895 '

! 3,843 , ' - 3.89 T- . , •3.891 : • . 3:999 / •••• 7 >• ,

! 75,222 ■ 08.366 .'62,211. '63; 505. n :■ , ,

! $154,416 i .$143,901, , $134,076 - $131,399. . ■ :

'p' 49%" 50'/u * V - 51% • ••• .;49’t;- ■ 7.

: 2% : ‘3% ■ ■■ i"f" - '■ ■ 3% . ■ . ‘ '
• : 49%1 '• dD*::. ■■48%'/ •

i :
l $20,000 ;

i ;

.$18,000 ,, ' ..$21,400,,. ■ "::$2;700..;;; .

• | ' ■....!
1 ■■ 4,575 ^ 4,464 . .'4,384: . • 4.330 >./:

4,506 ;
A i

4,413 . - 4;354 ‘ :• .. 4.299 . . .. -

; $i-77' si.bg: $1.'94- ; $1,88 A

j . $1.72 $1.76 ,$1.89 ' • $1.85 '' •- ■;
! $1.36 ' $134 ; v■5»,32 ; -Y SV.28'

. v r *
A: $16.47 $.16 05/ • $1.5,50 ‘ .• $14.76 ■ A ;

1,540,968 1.491,103 ^1.532,01.5 .1,401.292 ' V

92,495 91,492 - ;. . . 89:865 - . 88,316 • / v:-

, 22,027 23.716 ' ^ ,. 24;5p8 22,303. - , - ..

14,915 14 943 ; ■ 14,848 14.846 - /' , . ' /
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m4 . . ' 1993 . 1992. , 1991 .. - ' 1990 1989 -1988'

■ $1 i7.S4 $14,073 .• $.(3,342 .. $12,360 - $.14,337 ,. . : $14,567 • $14,869
(A ■ ' .,(S0) (22), 357. :. (171). (384) ' (78)

i:i,oyo .14,12 3 • 13,364 12,003 14,508 14,951 14,947 -
6,523 . 6,948 8,067. 7,979 8,001 7,700

— — ■ 1155) .1,571- .1,01.1 ■ 2.892

' i ; 8;038 . 7,600 . -6,571 ■ 2;365 - 5;518 - 4,058- - ■ 7,247
’' •: - 1,678' • - . •

; 8,0.38 7,600 . - 6,571 2,365'.. 5,518 • ■ ; 5,736 7,247
291 ' ; . 298 352 : \3i;5. - - . ..: • 325 33'4" 346

$7,747 . $7,302' ; $6,219. . . $2,050 .$5,193 $5,402 $6,901 ;

$178,777 $171,540 ‘ ' $165,880 $160^575 ' $153,929. $146,714 ’ $139,790

, $204,521 ' $201,509 ■ $172,348 $170,390 . $1;71,555 .■ $167,979 $158,682 :

$59^97-:- $56,234 •• $52,608 $49,887 $51,664 .$49,910':’ : $48,206
•' ' 4,094 ' 4,198 '. V *' 1 4,277 - ,4,412: ■ 4,558 ■ 4,679 • . 4,847

65,580 : ' 57,378 • 62,041 *- 60,442 ' 53,044 : 54,695 . ■ 54,943 ■
$129,0/1 . r :$ri7;810. ..$118,926 - $114,74.1- $109,266 ■ ‘ $1.09,284 , $107;996

• 46% 48% 44°/. .43%* * ' 47% ■ ' 46% '45%

3% 3%. •- .4%: 4% v ' 4% ; . 4% ■ 4%
51%. 49% 5299 ■ 53°/, ■ ..-4.9%. 50% - 51%

' - • $8,401) . $4,780'' ■ $9,550 : .■ $11,783' $7,225 Sy,935 '

4,268 : ,4,205 ' .4,152 4,119..; V 4,1 ]4 ; ; 4,104 , V'.; 4,096 ■
4,294 4;1.81 . " ; • 4,133 .4,115 ; , 4,107 „ ' 4; 101 ' 4,169

.$1.83 $1.75 $1.50 ' S0.50- ' ■f $i :26 -■ $1.32 $1.66- '

$1.80 $1.72 ■ $1,49 $0.50 : , $1:26 ■ $1.32 ‘ ' $1.66 ' ’
$1,24 . . $1.15 51.10 . $1.04 . $1.02 -, V. $0.96 ■ . $0.88

$14.06' . $1337. . $12.67 ; $12:11 • $12.57 , 512.16 S11,77

1,358,165 1,303,326 ‘ 1;260;747 ; .1,230,049. .1,236,950 : 1.241,600 ' '1,239,679
86,782 ' '85,383 . -■ 85,131- • 84,222 ; 83,731. ' '• .83,374. '82,292

.■ 23,037 . 22,763 ■ . 23,281, 20,394 .. 21,215 ' .,.22,319 ' - 21,948 .

15,012 15,340 '15,514- .15,713 • ' .15,775 15:750 .15,642
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Quarterly Financial Data (Unamiih-d: mx. cxa-pi jx-r sKarVcb^;

1st Quarter .Ihree Mojthsf.'HJed 
Mafchil;.

2nd; Quarter , 7J)/ee.MC!fi:h5 Hrfled 

> Jan* jtg ■'

Total (Jfji*rat»ig Revenues &mw • S45JJJ -Ictai s.i'jerdtng Ktf.enuts . . . @30^
-v 1
S4U.01-

Opera iir»g Income $4.615' Operating Income . . ’ -.-g£baDD 1 SiUii
;Net Income • ;S2'J15 Net Incon-e $1,655
Basic Earnings pe' Sltare : . " ms?' su es: Basic.Etf-'iinus per Share SWffl'' . S0.3h /
Diluted tarnmgs per Share . $n.f.4' UiluttKl Ea'rungs per ilia'C $sm . $6:35 i
Dividentk'Maid per. Conioio/. Share . gas®. 50-335 D vr'def <ds f’airi per Con Sliare - msm $0,335 :!

. 1

3rd Quarter Thm? Month.; Enhwl
' September 30. ',

4 ch Quarter Uvoe \^crthv fr.fii.d :
- Tipt ember-i J. • i

KmbJB1 JW7.. i ld<o,

Totj) Operaling Revenues gaa^as' . S4Tt.f»?2. ' T.itaJOpefaffr^'Reier-oes.; •' ’.i .$43.^^j.

Ofjemtihg income . &&&" •$3,377 Operating Income* ' ' . ©aoeo •'$4J3ti -
N'ef.'lnrome. . . i •Wo?; SI.4B7 • Ncvlncnme &ym- ■52,;w •
Basic earnings pe: Share . " aas? $>>.32. .B.HiC Eornjnsj per-Share-•'•.• " . mm' ’$6 • ;
Diluted Ifomings per Share ' ',$0.3!' ‘ DautuP Le'iirgi per Shari.-/ mm \ -Sh-elo --:r?

Dividends Raid per Comnior Share $0.3.35 Dividends Palo pet Cemrrof Snare g&aaD .'■$0:335' V;
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b&c

Directors

■ MichaelDalton (i;
.; Prfisidem ahd'Chief Opchiting Officer 

• of the Company.. ■ •

Bruce W. Keough C (2>
1.Real estate developed private equity investor 

and former New Hampshire State Seiiator.

Douglas K. Macdbnajd ()) . • . , '
. Retired Vice Preskient.ancl Controller .

- of the Company.

M. Brian O'Shaughnessy (4).
: citairmaiv Chief Executive'Officer and 

President of Revere .Copper Products, Inc., . 

Rome, NY.

|, Parker Rice, |r. A (notskmn) .
Director anci tormer President and Treasurer 

' of f lyjond/Rice OTice Products; Inc.,
’ Pitchhurg, MA (office planning, supplies 

attd equipment). • . ...

Robert C. Schoenbergcr / d>) :
Chairman of the Board of Directors and .

' diief Extf’cutivc* Officer of the Company.

Charles H. Tenney It ((>)■ . " .
rormer Chairman.of the Board and ■

■Chief EM'c.utive'Officet of the Company. ,

Charjes H. Tenney MC A .(7)

Secretary of Northern Utilities, Inc, , 
PrVtsmoulh, Nl-I (natural gas distributor) and 
Secretary ot Granite State Gas Transmission,

/••• . Inc., Portsmouth, Nt-I '

; William W. Treat;
Lawyer; former Director and Chairman
of the Board of Directofs of Bank Meridian. v 

. • . Hampton, Ni l. ■

W. William VandcrWplk, Jr. A/'. t (V) ■ ..
. Owner ot Horizon ManagemenVManchesier, 

•NH'lproperty and restaurant management):

Joan.D. Wheeler. fC CW 
'J Owner of the Russian 'Gallery, Marblehead,

MA (art gallery specializing jn works of

Russian.artists). '

Franklin Wyman, Jr., t‘CA f.nj ;
■ Chairman and Treasurer of O'Conor Wright

Wyman, Inc., Boston, MA (corporate financial 

, consultants).

f Motr-lK'f uf (hu Ewctrjvv Commiuce
A 'Mcirbvr of the* Audit Committee 
C Member of the Compvmatior Committee.
A. .nVniJl<l\Oo/rim;Ue(* Ouurrwn .•
() ‘ Denote* portion in photo fcry on ihis pagi*

Officers , v

Robert G. Schoenbergcr. v
■ Chairman.of the Board of Directors 

and Chief.H'cebJtive Officer.- ..

Michael j. Dalton
■, ''. .president and Chief Operating Officer:

Anthony J. Baratta, Jr. , - . .,
• Senior Vice President

and Chief Financial Officer

Mark H. Collin
. Treasurer and Secretary ' •
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(* '■ fi S’
<J-

Annual Meeting 
'1 he' annual .met-ting 6!.shareholders is sched­

uled to be held at the otfire 01’ the Company,. . 
.(•> Liberty Lane West, Hampton, New Hampshire, 
on Thursday, April l.1), 1999,'at; H.L.VLa.m.

10-K
.The Company's annual report tor 1998 on 

Form 10-K, as tiled.with the Securities ancf'Ex- 
change Commission, is available without charge 
•jpon.'written request to*...

Mark H. Collin, treasurer, Uhitil Corporation'..
6 t i.berty Lane West. Hampton, New Hampshire 
038^-1720.

| Shareholder Information . v'.-
The Cpfnpon*/s:Transier Agent ..BankB6stp«)/

• - N.A.. :S responsible tor pur shareholder records. ,• 
j issuance ot stock ceVtitfcatei and the distobuliah
\ ot our dividends and iRS Torm ',1099*0IV. Share-'.'1.
! hdide'requests C'^hcern/ng rhese and other •;

. matters c an he ans\w;;'i>d by currespfindirgy
• directiy vvitn BankBoston/N.A.-aiv.

• \ ...Add-uss: c/o EcuiServe. L.P. Mail Stop;' • • "
; ^5-0'h64, P.O Bov 8C40, Bbstu'i. Massachusetts .
| O'iihjh-BtKO

.j Telenhone-:'800/r3br3001 toutsiceMassachu- 

i sens) 781/373-3 *OtM>vith:n Massachusetts*
{ Ir.terhet: svww.eoui''erve..ain.r : •

Dividend, Reinvescmem, Plan ,
A Dividend Reinvestment.and Stock'Purchase 

■ Plan is available to all huldcrs.ot rec'urd otTht 
Company’s Comrrujn Struck. This Plan', provides 
shareholders with a simple and V.-cdromiral way • 
to increase'their investment in the* Company 
automatically each quarter by re'investing their . 
dividends at a discount otTve percent irom . 
current market price, withrmt payment o’ broker­
age fees. The Plan also allows mr ()[)tuinal cash 
payments of a minimum of $25 and a maximum •

. of 55,000/ which can be made quarterly ;p 
purchase additional shares of Conmion Stock ni ‘ 
current market prices. Fot I'urtheMnfofmation. 
•please contact BaitkBuston, N.A. at:

You muy alsa contact the Shareholder 
Services Representative at theiCompany .. ;
Telephohe: 800/099-6501/.t

On the Internet. Uhnil’s home page address -y:
.w\Vw uriitii.con'i ' . / : ' . •• *•

Dividend Direcr Deposic,.
Dividend Direct.DHprj'sit.ServicV?is ayaiiahte ; 

without charge to sharencldyfs of record of Ihc. 
Company's Common Slock. This service piovides 
shareholders with a convenient iind secure vyav.to- 
.havt*.quartern .dividends deposited.clirec.tlv inU> a ’ 
checking or savings accduni For further inKirma" 
lion, pteiise contavt/Bankdoston; N.A. au

U i

Address: UTL Divideiid Reinvestment Plan c/q • .;Aridn*\s: c:/o EquServe, : P. Mail Stop. :
' FquiServe, L.P. Mail Stop: 45:02-62; P.O. Box 80-10 j 45-02-04. P.O. BiV\ 8C-i0.'Boston...Nlassachu-jeqs 

- BuMon. Massuchubolts 02266-8040. ! b226(v«U4L>.

Telephone: 809/730/3001 U>utside Massachu- | Teiephnpe: B0b/736 3001 ^outside Mas'j.'K hu-

scUs) 781/575 3100 {within Ma^achusettst 
Internet: \vww.equiseive.corn

sells) 781/5 75-3100,1 within vMassnchusetls) 
..Inferhef vvww.uquisefve.com.
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Exhibit G

UNlTtt. RESOURCES'
Bolurtoo $r*6t ' OIMS/OO

Decefnbe»_3t. 1999

:.Curt«‘ .Dec 31
' Yaar Prior Year incr/CDecrt '

ASSETS

Service Company Pmoerty; •

Ucente (101-01)
Eqt^pmert (101-02) -
lieu: Accum/dcp. & afflon. (100)''

"S504.0S0.66 
1(0.690.40 
(99.733.43) :

. saoo
0.00
0.00

$594,03068
102,00.48
me.m.<3)

Totai Seirvce Compaq Praperty , 5ff7.037.ffl doo . 567 037.0

CurreritAuels:

Cwh(t31) . 7,182.78 . (43.37S.75 . (12fi.792J7)
Accounts re«x (142.1<3) Lest
prov. tor oricotL acds (144) 63,06136 145.73123 (SZ 72033)

ATR binn urobc. txatrp (146) • aoo ■ OJOO - aoo
Prepaymertft (TfiS) - it.cxajr 3f.36ftA5 00.323.08)
Unbred Vwartfve revenue (173LO) aoo aoo aoo
Aocniedrov0ftue(l73.1) . aoo 125.5M.fiT (125.SB4.ei)

Total Current AmoIs. 101290.11 • :■ 426 72a40

Deferred debits (1£S). saasaop 3,72333 76.326.07

TOTAi, ASSETS 7GB.37760 <30.444 337.343.47

UABLTTIES.AND CAPITALIZATION '

CapSa&eatnri:'
* . /

Common stock (201) ’ . • . ' loaoo . ; “ moo . aoo
Pranbnt on ebnifflon Stodt (207) 930000 fifflOOO aoo
l£«C. paid^nop^rTOB^H) • ; 1.QSO.DOOOO G90,ooaoa soa^oaoo
ReiaSned esmlnott (216) (74137224) Q17.G01.01) : (223.67123)

T<*dCapb*n&M . _ . isa.7g7.yg ' . aS7.Mft.Bff f73E71Jffl

CurremLbbttiea:
Notes payable (231.233)
Acoounia peyabto 0^2.241)

16054&21 . aoo 166^4641
143.134.71 16:445l66, 132.749.15

A/P to ossoc. aj’a (2M) 13030158. 38,3aa37, airier
Taxes aflcruvd (236) * MSfflfiLOl} (SJ07.M) ■ (10.051317)
Mho current Keti&tiea (242) 233043, • moo . , 2238.49
Accum. dot he taxes (262,283) (24.731.44) (946.851 (23.762-79)

Totst CunrentUabSCes - - ' . 409.85004 - 48.04524 381604.70

TOTAL UABaiTlES AND CAPITAL i . . mjrTSQ 430444.33 " 337.94447



UNmL RESOURCES
Inovria Staletiient ' OZrttVOO

. ' For thaTWive Months Ending Deoenib&'SV 1989

MONTH CURRENTYR
MONTH PR10RYR '. PERIOD. CURRENTVR PERIOD • 

PRIOR VR
ELCCTRIC SERVICE REVENUE 

Qoctrtc Revenue■ ElftdiieRetftniia»Comn>efcfat . 
EtettieReveniio-hdustrol 
Accrued Revenue

00.967^7
9.17ai5
fm<o

[srxas.n)

S38.00S.91 
10,66526. 
72.396.73 

. 6,783.30

004.736.01
134,8603523aiS9.78

(125,504.91)

' S398.962.68
71657.18 

197.046.17 40.047.D6

Total Qedric Rovonue f9.S39.951 78.134.20 G24.171J23 7 [0.715,91

SERVICE REVENUE 
SovtcbRovcfuaM2ift Service Revornio
Aocrucd Rovcnuo - - InoemNe Revenue

9.645^4
0X0CLOOCLDO

0.00 
0.00 
0.00' aoo.'

. 15a430L35
aoo aoo aoo

0.00
aooaod
aoo

Total Service Rovenue - 9945^4 0.00 1S0.438.3S aoo.
* * • -■.•'

Totoi Revenue . S.38 78.134.20 774.60958 710.715.91

OPERATING EXPENSES Purtftased Power Expenses 
Amonazdkm■Pilot Program Loss Reserve Power Supp>/Reserve!Cystomer AccoonLng .■ AifanuMaaOvccna Gcnerel 
Pedonal InoomoTar .- State Income Tex.OeterredtnooitiieTjor''• .
OtherTasea'•

23.109.35 
13.587J20 aoo . .000 

1.067.48 
60SS7.62. (44^81.09) 

0632.75 P.S1027). 1,525.95

74.S28.75
aooaoo-aoo343.66'. , . • 7,64a 30 '

(1^7B.09)aoo
0.15aoo

605.161X7
103.4S7.36aoo aoo 10.75032 
752.897 XS (250.65081) 

6,222.13 (23.782.79) 
9pai^2

7m.oi5.ie 
aw aoo ' aoo 

3.06139211.a7a.fi2
(6B.123.04)

24.00
086OOp:

Total Ekpcnaifcs . 09.521.00 . ei.634.77 • 117917076 . 649.063.69

Operating Income f89.51SE2) .0.700.571 (S04.GSa.171 (138.347^81

• Nonoperating income ' Otter Deductions
0X0aoo ’

1^£670■' aoo' . 3^4066 
000

12,405.66aoo
Net Other tnoome & Ooducdons aas ^ 334S.8G iZ^O&fiS

. Gross tocame ■. rmsisfim (2:43437).. (501323.31) (125.642.02)

IrtcrestEiipcmoV 1499.19 •■‘•46.34 . 22.347.92 9187.05

NET INCOME . - f92.0i4.761 (2.460.711 152067113) . .. . (13^229,67)

NeMmsme Setae Tax (13U81J91 aTsaasi [791.69070) . (20X322.75)



Exhibit H

Robert G; Schoenberg er 
. 3 Sea Road . 

North Hampton, NH 03682 
Home: (603) 964-9733 

Business: (603) 773-6565

mssm

UNltlt CORP.
Hampton, New HampsHre ' : '

Urddl Is a combined gas and electric utility with operations in New Hampshire and Massachusetts. It 
serves over 115,000 customers and has the lowest gas and electric dtetjd)utipn rates In the region. Units 
Is also an emerging player In btdness to business E<ommerce via it's unregtiated subsidiary, Usource, 
wt^ repress the energy consumer in the complicated wortd of deregiiatioa.

gjairmanjpf the Board and Chief Execvtivg pfflcor 1997- Prtaent

* Developed strategic plan to ooncentrate oh aye b^rnpeterides and representing the energy 
consumer In the energy maricetplace.

* Developed Usource, an unregulated E-commerce business, tp go after Northeast energy market 
Made strategic Investment in Enermetrlx.com, a startHip business to business ^commerce 
firm providing an online retail energy exchange, Both Investments have doihled In less than 
oneyear.

* Developed utility services business to provide back office tactions to public power entities in New 
England.- • ■ ;

*. * Implemented change management process to re-ehergtze Unttil management and employees to 
achieve new mission

* Revised Board governance procedures to dreamilne Board adMdes and to transition Board 
membership.

MSW-YOfiKPSWER AMJHPWTY Vs ..

White Mains, New York.

Presidents Chief Operadrto officer 1993-1997

* Overhauled ntidear program, Including remdval of two plants from the NRC Watch list 
, resbuctured operations, recruited new managemesd team and developed hew business plan.

beveloped nationally recognized Ideas for new approaches to nuclear plant management In a
* competitive market

* Implemented change management program which aO NYPA employees went through which had 
outside observers saying NYPA was best prepared In Northeast, U.S. for deregiiatiorv

* Met all challenges to existihgastomer base, Ihduc8ngten-ye^ contralto seore key customer 
group. Seaxed legislation to serve major Industrial loads ttioughout New York State.

* Implemented on-going cost reduction program which saved NYPA $150M In p8d^1 and.$300M In 
capital expenses over next three years.

♦' Overhauled martceting efforts, which resUted In NYPA customers championing NYPA's customer 
-focus. ‘ .



;

NEW YORK POWER AUTHQRIIY 
White Wains, New York;

Onanco Admlnlstr?tjon Exeeutlvc Vico Prgslrfont' 1985-1993

• Secured upgrade In credit rating from two rating apendes from A to AA.

• Completely restructi*edAiittiority.d<4)t producing savings of over $50QM. : ,

* Deigned and Irr^emented a new finance and accounting system with accoiris payaWe,
purchasing, general ledger and work commitment modties. • '

SenlorVIcq President - Program Development ' 1979-1985 •

GOVERNOR'S omce 1976-1979
Albany, New York •

ETOnoiTi(c.Affalr5.As?qrfftte "

Worked for Deputy Seoetary for Economic Affaire on tex and economic policy. •

NYS DIVISION OF THE BUDGET 1974-1976
Albany, New York . ■ - ' .

Budget Analyst
Part of task force for State assumption of financial responsibility of City University of New York. 

EDUcatoN;
Advanced Management Program, Harvard School of BisInesS; Cambridge, Massadafietts,, 1998 
M.A., History, University of Delaware, Newark, Delaware, 1974 •

. B.A.,.l;nstorY, LaSalle University, Philadelphia^ Pennsylvania, 1972

msomi \
Married, three childreh.

PROFESSIONAL AS5PCTAT10NS

- Dlredpr, Seacoast United Way. • '
• '* Dlredor, aeterHe^th.tesources'

Director, &iermetrix.ccim
Director, the New England Gas Assodation •.

ARTICLES: •
‘ “Capturing Stranded Value In fii*e Assets*, The Bettrtdtv Journal ,by: Robert Schoenberger and Robert 

■ Cudlla June 1996. .

"Mpnriw and Motivatar*. Intenriew with The Electricity Journal. December 1997.

iB

I
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Mark H. Collin :

• . Treasurer ,• 
.Unltij Resources, Inc ’■

Summary of Qualifications >

•Over 17 years of professional , experience in the rapidly changing electric and gas utility 
industry. An extensive finandair management, strategic planning and regulatory, background. 
Direct management experience in corporate finance, finandal forecasfing;. strategic planning, 
utility regulation, SEC/shareho/der reporting, corporate treasury, investor relations, risk 
management and pension & benefits; An essential understanding of finance and economic 
principals and their practical application to management 'decision, making , and business 
problemsolving.

• Professional Experience

Unitil Service Corp,
Hampton NH (1988 -Present) '

Treasurer of Unitil Resources, Inc. Vice President and Treasurer of Unitil Corporation (since 
,1998), reporting directly to Chief.Financial Officer.- Unitil Corporation Subsidiary Treasurer 
since 1993.. Joined Unitil Service Cbrp: as. Manager of Rates in 1988 and have continually 
developed a broad range of-analytical, financial , and management skills along a career path 
that has induded former positions as Vice President of Regulatory Services (1990-1992). Vice 
president of Finance (1992-1994) Vice President of Finance. & Administration (1994-1996) 
and Vice President of Corporate Finance' (.1996 * Present); Areaspf responsibility, professional 
experience and accomplishments: ;

Financial Planhirig: Direct and conduct strategic planning studies to measure the short 
and long range financial impacts of business and investment strategies. Develop finandal 
policy relating to utility regulation, industry ..restructuring,. business acquisition and 
expansion, earnings management, capital budgeting;, pension funding, capital. structure 
and dividend policy. Pivotal management role in Unitil’s achievement of four consecutive 
years-of record finandal performance.^ ^ . v'
• Financial Forecasting: Manage and ,direct the financial forecasting function. Oversee 
the reporting of monthly finandal results and;varianc8.analysis. Project and analyze long 
range financial performance under various planning scenarios. Directed the design and 
upgrade of PC-based finandal forecasting models and systems resulting in the 
improvement of forecasting accuracy, reliability and management reporting..

• Rate and Regulatory: Manage the rate' and regulatory function. Broadened
respohsibfiitfes and contributions by. consistently exceeding goals.and expectations \Mth a 
highly motivated and productive staff. Managed and coordinated the Unitil System's 
regulatory agenda in the areas of cbst-of-service, rate design, sales.and load forecasting,, 
load research, integrated resource planning and demand-side management programs. 
Directed., and presented written and oral testimony .on a wide range of financial-, and 
regulator/ matters before New Hampshire and Massachusetts utility, and energy regulatory 
agencies. - •



* «

Mark H. Collin page 2 of

Professional Experience (continued) , .

• SEC & Shareholder Reporting: From 1992-1996 responsible for SEC and shareholder 
'reporting. .Developed and managed the transition of all SEC reporting to the EDGAR 
Electronic filing format: - Significantly improved the Unitil System's external reporting 
products. Drafted and managed the preparation of all iok, iOQ, and other SEC filing 
requirements. Responsible for, the drafting, design and production of quarterly financial 
reports andthe Annual Report to shareholders. '

• Debt Issuance & Compliance: Manage the Unitil System’s long-term' debt, portfolio. 
Successfully conducted-private placement transactions totaling over $41 million. Negotiate 
directly with brokers and bond purchasers on pricing and key terms and conditions.

’ Manage and direct the analysis of alternative longterm debt financing proposals, including 
the costs and benefits of bridge financing and hedging programs, term structure, 
redemptions, retirements, sinking fund and call provisions.. Responsible for ensuring 
compttance.with mortgage and indenture covenants.

• Commercial.'^Institutional Banking: Principal relationship officer for all commercial 
and institutional banking activities. Responsible for the review of current services and the 
examination' of new. product offerings. Negotiate pricing terms and conditions. Areas of 
responsibility .include: cash management,: money & wire transfer, treasury, desk 
iriyestments, unsecured lines of credit, leasing,' corporate trust (debt indentures), 
institutionaUajst (pension:plans) and shareholder semces.’

• Cash Management: Responsible for establishing and directing cash management 
poiicy and procedures.. Oversee the operation of the Unitil System, cash pool and wire 
transfers. Direct short-term cash, investment policy and operations; Negotiate the pricing 
and.structure all of unsecured short term lines of credit totaling $25 million.,

• Risk Management: Direct the .review and analysis of the casualty, property and 
workers compensation insurance portfolio with a combined annual premium of over 
$800,000. Manage and conduct studies to determine adequacy of coverage,' 
competitiveness arid the comparative cost.and benefits of alternative programs. Negotiate 
directly with' brokers arid insurance providers to competitively, secure insurance products 
that meet risk management.objectives.

Pension & Benefits:. Managed and'direded the Administrative. Services function from 
1994-1996:. Areas of responsibility,, included: pensions; employee benefits and 
compensation. Directed the. implementation of. a new payroll system, Initiated a 
.corhprehensive review and redesign of benefit programs,: resulting in benefit improvements 
and cost savings. Directed the evaluation of performance and compensation programs 
laying the groundwork for program improvements currently underway.
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Professional Experience (continued)

• fnvestbr. Relations; Oversee the preparation and use of.investor relations materials.
Conduct seminars. Maintain regular contracts with' investor relations constituents and e 
stakeholders including, AMEX; Unitil's trading specialist, analysts; brokers and individual 
shareholders.. :V ''
• ■ Internal Audit:7 Assumed responsibility for the .Internal Audit Function in 1996. 
Implemented a plan of action to enhance the value.and.role of the Internal Audit function. 

‘Assiit the Internal Auditor with the development of the annual Internal Audit Plan and 
reporting to the Audit Committee.. .

New Hampshire Public Utilities Commission
Concord, NH (1985:1988) , < ; .

Senior Economist and Utility Analyst in the Economics. Department of the New Hampshire 
Public Utilities Commission; Provided economic,; financial and technical analysis oh a broad 
range ^of regulatory matters. Presented written and oral testimony on cost-of-capitai, capital 
structure, utility financings, fate design; PURPA implementation and integrated resource 
planning. Senior staff advisor .for the commission's Involvement ,on :the New England 
Governors Power Planning Committee and for the .development of the . NHPUC’s integrated 

"resource pianningpolicy for electric utilities.

Education-

Master of Arts, Economics, 1984 ; 
Concentration; Financial Economics . 
Whittempre School of Business and Economics 
University of New Hampshire * Durham

Bachelor of Arts, Economics, 1981 
MinorBusInessManagement.

- State University of New Yoric at Cortland ’ 
vCortiand, NY

References

Available upon request.



45 h'jlconc Circle • ■ 
Hampton. NH 03842

laurencem: BROCK, CPA
.. ; • ; (603j 773-^510 CW)

(003)929-0873 <H)

OBJECTIVE • ChierFinahcial Officer.

CREDENTIALS, . Possess over, seventeen years, of experience in increasingly challenging financial 
responsibilities that include. SEC registrations and Tilings, bdnk credit agreements,

, private placements (debentures, leveraged leases and securitization), financial controls 
and reporting, budgeting, forecasting, credit and collection,’ cash management and 

.developing systems conducive to growth and flexibility

’ Regarded as a take-chargc administrator and as a professional, hands-on financial 
team player who believes that goals are best met by utilizing clear objrctives, 
innovation and creativity, and by involving and. motivating everyone within an 

• organization. Respected as an exceptional project leader, for creative problem-solving 
slaDs, and for effectively understanding and implementing performance and bottom- 
line enhancing.incentive systems. .... ; , ’ ’' . . •

EXPERIENCE
l95J5-Prcseiit THE UNIXIL SYSTEM COMPANIES ; Hampton, NH

• A pubhcly-traHed group of Electric 'and Gas Uplities and other special purpose companies 
registered under (Ite SfcC Public Utility Holding Company Act of 1955. srilh 1998 revenues of

; SJ 70 tniition. \ ' .

VICE.PRESIDENT AND CONTROLLER
Reporting to the Chief Financial Officer, managing 36 people engaged in Accounting, 
Fiiymdc, Budgeting, Cash ' Management, and Human Resources and Facilities

• Administration. Leading a team of high performing professionals who focus on 
providing the best service possible to'our external and Lnicmal customers.

Lead the successful selection and implementation (September, 1998) of a new 
Accounting arid Financial. Reporting software system, ($1.1' million). The Company’s 
new, client-server, Windows NT based, financial systems are integrated seamlessly 
(cut, copy and paste) with our, staffs'desktop tools including MS Excel, H-mail and 

. MS Access.' As a result: the monthly closing process was reduced by 2 days; all 
- budget vs. actual information resides, in 'one data base for immediate reporting;

Company. Managers can “drill down” to.', invoice information! from P&L budget 
.‘.categories. ... . - 1 . ' " //I.

Ehities include: Cycrsceing complete, formal monthly closings of 8 comedies oti a 12 
.•bustness.day closing cycle, and maintaining a oomplctely.. reconciled-and quality-.’ 

' controlled financial data base from which budgeting., forecasting, pricing and policy 
information can be analyzed. .Ensure the integrity of the Companies' published 
financial data, including: The Annual. Report,. quarterly .shareholder1 reports,. SEC' 
forinsJO-K and 10-Q, Federal and Slate tax returns, and filings to Federal arid State 

: Regulatory Authorities.

. Successfully completed a major software: development project, ($2.5 million), to build 
the financial interface between a. new revenue-billing-and receivables' data base 

•application and the Companies’, financial accounting software systems^

Performed duties as Company liaison bn financial matters including: representing the 
company during TRS, SEC arid. regulatory, audits, . testifying before rcgulaloiy 
.Commissions, and presenlmg to the Companies’ Board of Directors at semi-annual 

' Audit Committee meetings. . ' . - - ^
' : page J of3
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1990-1995

THE HENLEY GROUP AND AFFILIATES Hampton, NH

NEW HAMPSHIRE OAK, INC
A diversified matwfacturing %rwp wif/r facilities in the United Slates, Canada and Sfexico, and ' 
1994 revenues of S775 million. ' ' * . •

CORPORATE CONTROLLER '
' Reporting , to tlic Managing Director .'of Ihe holding company, was responsible for 

establishing intemai and external financial reporting systems, for hiring a .completely 
new. staff, and for designing and implementing a PC-based, reporting system to 

■. coiisoUdate ten subsidiaries for' monlWy ;results, budgets', and forecasts Also 
responsible for treasury operations including daily cash and debt management. 

^Compiled and reviewed SEC filings. .Instituted new inlcrhal'controls arid set standards 
for divisional reporting. Designed, calculated and communicaled divisional 

/management incentive compensation programs. Managed nine corporate financial 
■ staff1 '. ■ 1 ‘ _

• Issued $5 million convertible subordinated debentures with detachable warrants. 
Filed S-l Registration Statcmem in September, 1994 to raise $200 million in cash.

• ^Negotiated, six credit agreements providing $200 million in revolver and term
loans with major West Coast bank. Established collateral and debt covenants: 
Responsible for ongoing monthly and quartcrly debt compliance reporting.

• Successfully planned and implemented, within very light time constraints, the 
separation of four related subsidiary corporations. Retired the initial debt that 
was co-boirovycd by these entities and established. four separate agreements; 
Trained subsidiary's financial staff in.purchase accounting matters. .Created $18 
million .custodial and investment manager. agreements to ' segregate the 
'subsidiarics, benefit plans.

• . Realized a profit of S40p,(K)0 for the holding company by brokering the sale of 
. ■. equipment (subject to a leveraged lease) to the company which had been leasing it.

1986-1990 SIGNAL CAPITAL CORPORATION
' A diversified financial services company that prtrvides equipment (easing and financing, real

■ estate and leveraged buyout financing, and other services to customers ranging from small. 
businesses to Fortune S00 companies. ■

■ CONTROLLER y • . / ■ , .. •

-' Reporting to the Vice President of Finance as a business oriented Controller, managing
■ 28.people, with complete responsibility for the financial operations of a $1 billion 
balance sheet. As Chairnian of Signal Capital’s,Operating Comminee; I spearheaded' 
the Tormulation of: policies, standard operating procedures, systems and-controls, 
which allowed oiir company to triple its assets in four years and expand its customer 
base by earning a reputation for delivering the best customer service in the industry.

. ' • Financial Reporting; Produced comprehensive internal management reports,
within five-business days ofmonth’end. Drafted and filed tax, GAAP, SEC and 

; regulatory compliance reports for consolidated group including five lax entities. 
As corporate liaisom to outside auditors, coordinated annual audits resulting in no 

• adjustments. • .' ;
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1984-1986 .

1981-1984

EDUCATION

affiliations

• .Systems: Designwl and directed implementation of accounting and ittformalion 
tracking systems on ma.fftfralmc.and persona! computer hardware. Specifically, 
developed cash receipts, billing, cnistomcr. credit history', and marketing tracking . 
systems. Also structured general ledger system into regional responsibility centers'

• lo manage the decentralization of our company. ■.

V Policies and Controls:' Updated company ihtema! controls annually. - Interpreted 
policies to company managers and settled disputes over interdisciplinary issues.

• Budgeting; . Compiled and presented annual business plans, quarterly forecasts 
and long range strategic■ plans based on senior.management's objectives and 
assumptions. Explained monthly variances to plan.

• Pricmg/Commlssions: Priced products to achiev'e return on equity committed lo.
' In the annual business, plan. Proposed adjustments to pricing strategics and

programs monthly. Set and: administered sales compensation programs. 
Arbitrated compensation appeals.'

• Management: Hired and trained top-notch accounting arid finance prospects.'
: Monitored quarterly performance objectives of 28 people in the Accounting and

Finance Departments. Set “quality,of oulput” and’‘responsiveness to customers”
• : . as # I priorities for chtire team; .' '

• Operations: Responsible-for: cash forecasting and management, acquiring and 
selling investments in . (case portfolios, internal audit, litigation of uncollectible

' accounts,' authoriting payment of expenses and - disbursement .for capital
• acquisitions, signing checks and.negotiating office leases. . . -

THE TIMBERLAND COMPANY Hampton, NH
A fast'growing worldwide manufacturer, distributor, and retailer of footwear, clothing and . 

. other quality apparel. ' '

ACCOUNTING MANAGER
Reporting to the Controller. Areas of responsibility included: tax planning and ,

• compliance, tax accruals, monthly/quarterly closings, financial statement preparation 
and analysis, consolidation of subsidiaries, inventory and cost accounting, budgets and 
forecasts and csuluaUbn of accounting systems and software applications.

COOPERS AND LYBRAND "• Boston, MA
. One of (he “Dig Six" international accounting firms. ’

SENIOR STAFF ACCOUNTANT
.Directed audits of payroll,. production, payments and' revenue cycles.. Prepared. 
financial statements. Evaluated internal accounting.' controls. Verified 
corrects ess/completeness of filings with the Securiues and Exchange Commission. 
Specialty areas: tnventory and cost accounting, tease accquhting. SEC filings and tax 

- returnpreparation.’ ... v •

MBA; University of New Hampshire, Durham, NH , .
BA; Cdypla College of Montreial. Canada

'American fnstituie'of Certified Public Accountants 
New Hampshire Society of Certified Public Accountants .
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Exhibit!

Evidence of Professional Responsibility and Technical Fitriess

Usburce is presently a successful and growing business providing efficient energy commodity 
procurement services over the Internet to commercial and industrial customers in the Northeast. 
Customers, with the assistance of our Usource field sales force and baclc office supporVpost 
their electric and gas requirements on an Internet-based energy exchange. Customers realize 

.. significant time and dollar sayings using the Exchange, eliminating costly and time-consuming 
RFPs and assuring highly competitive, time-sensitive bids. Only suppliers qualified by the state, 
local distribution company and the Exchange arc allowed to submit bids to serve the customer*' 
energy heeds. Once a bid for gas or electricity that meets the customer's pre-spedfied price 
parameters, a transaction is executed online.

In the energy industry, Unitil believes that the maximum value opportunity exists at the . 
interface between tire customer making purchasing decisions in a complex and confusing 
environment and the supplier trying to operate profitably m a volatile and demanding wholesale 
marketplace. Usource wifi unlock that value by serving as the customers' agent in the energy ; 
marketplace. Usource will offer the most efficient and cost-effective platfonn for customer 
ordering and transaction fulfillment will provide unbiased market information and access to the. 
widest portfolio of commodity suppliers, and will offer supplemental cnergy-jreiated.products 

' and services targeted directly to customer needs.,

The vision for Usource is to be a fully automated Internet based marketplace for energy 
coniniodities and energy related products and services. Usource will serve this marketplace by 

■ aggregating customers, giving them information and control in the new energy economy, and by 
consolidating suppliers, providing them pre-qualified customers ai a low acquisition cost 

. Usource offers coday two major services to the industrial and rammercial energy commodity 
buyer in New England and New York: Internet based gas supply procurement, and Internet based 
electricity supply procurement. ! \

Since it's formation, Unitil Resources, Inc. (MURT’) has also provided a variety of 
consulting services. URTs. clienllist includes Great Bay Power Corporation, Milford Power 
Limited Partnership (owned by. Enron Power Cotp. and Jones Capital Cbrp.), the World Bank, 
the University of Pennsylvania, and Joseph Rosenberger Associates, Inc. on behalf of their 
client, the University of Rochester.

URI has a proven track record in the energy industry, most importantly, we've delivered 
successful Clergy purchases for our customers using the Internet-based exchange. As further 
evidence of its professional responsibility, a copy of the most recent balance sheet and income 
statement for the company are included in Attachment H-l and Attachment H-2, respectively.

URI.'s officers and directors have a wealth of experience in the energy industry, Robert 
Schoenberger and Laurence Brock, two of URI’s directors/officera, are actively involved in the 
day to day business operations and management of Usource. Since 1997, Mr. Schoenberger has 
held the positions of Chief Executive Officer and Chairman of the Board of Unitil Corporation.



Prior to-thal, Mr. Scbocnbcrgcr spent 12 years at the New York Power Authority where held 
various ppsitiohs/ bcIudingvChief FLaancial Officer and Presidenl and Chief Operating Officer. 
Mr. Brock has served as Unitit’s controller for the past five years,,prior to that, he spent ten years 
as corporate controller for several different Tnamifacturing firms. In addition to the professional

professional employees of Unitii Sendee Corp

i
i‘
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Exhibit J

• Experience in.the Field of.Energy Brokering

Usmircc is prcacnily a succcuftil.and.growing business providing efficient cprrgy commodity procurement services 
over the Internet to commercial and industrial customers in the Northeast. The majority of our customers arc 

.lotatedihroughoiit New York,'while additional customers are scattered throughout New England. For the past . 
year, v* have been providing natural ga« procurement services through our online energy bid syrtem. More 
recently, we’ve expanded our capabilities in New York to include electricity procurement, that portion of the 
business will expand as the restructuring of the electric market provides competitive markets. '■/

Usource currently has approximately S109 million of energy under management. This is based on the contracts'we 
have with customers whom'have purchased their, commodity through, the Usource system, as well as those enrolled., 
in the Usource system that arc currently awaiting bids for their energy (based on a life cycle of three years .with 

95'/o'retention).. '

Our gas buying alaffhaa executed more than 60 contracts within the past year. Usource has recently oirolled,the 
New York Housing Authority oa a customer representing an initial.load of 6 Bcf of natural gas onthe system and 

numerous accounts,:-

There a/e currently approximately 50 suppliers who bid through the Usource system.'No supplier has ever 
defaulted on a contract cxccutoj through Usource. ■ X;.
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Exhibit K

AFFIDAVIT

: State of New Hampshire 

County.of Rockingham'. *
ss

s/.fttjrtfiAfCfZ ft* (Q&peK> Affiant being duly sworn-according to law. deposes and 

says: ' \ ; . .

That:he is the bdfKjT/ZoLL/c of"Unitil Resources,-Inc.; d/b/a Usoufce --

("Applicant'’), l am authorized to and.do make.th’is affidavit for said Applicant.

That Unitil Resources/Inc., d/b/a Usource, the ApplicarU herein acknowledges thatit may 
have obligations pursuant to this Application consistent with.the Public Utility Code of the! 

Conunonwealth of Pennsylvania, Title 66 of the'Pennsylvania Consolidated Statutes; or with 
other, applicable statutes or regulalionS'including Emergency Orders which may be issued . . 
verbally or in writing during any emergency situations that may unexpectedly .develop from 
time to time.in the course of.doing business in Pennsylvania.

Thai Unitil Resources, Iric., d/b/a Usource, thd Applicant herein,.asserts that it possesses the 
requisite technical, managerial, and financial fitness to render natural gas supply service' within 

. the Commonwealth of Pennsylvania and that the Applicant will abide, by all applicable federal 

and state laws'and regulations and by the decisions.of the Pennsylvania Public Utility • 
Commission.

That Unitil Resources, Inc:, d/b/a Usource, the Applicant herein,-certifies to the Commission 
that it is subject to, will pay, and'in the past has paid, the full amount of taxes imposed by 
Articles II and! XI of the Act of March 4, 1971 (P.L. 6, No. 2), known, as the Tax Reform Act 
of 1971 and any tax imposed by Chapter 22 of Title 66. The Applicant acknowledges that ■ 
failuredo pay such taxes or otherwise comply'with the taxation requirements of, shall be cause 
for the Commission to. revoke the license of the Applicant. The Applicant acknowledges that 
it shall report to the Commission its jurisdictional natural .gas sales for ultimate consumption, , 
for the previous year.or as otherwise required by-the Commission. The Applicant also . 
acknowledges that it is subject-to <56 Pa.'C.S.:§506 (relating to the inspection of facilkies.and 
records). . ' • •' ' •. .

Applicant, by filing this Application waives, confidentiality .with respect to its-state tax 

information in the possession of the Department, of Revenue, regardless of the, source of'the ■ 
information, and'shall consent to the Department of Revenue, providing that information to the 

Pennsylvania Public Utility Commission. . : .



That Unitil Resources, Inc.', d'/b/a Usdurce, the Applicant herein;, acknowledges that it has .a 
staititory obligation u> conform with 66 Pa. C.'S. § 506, and the standards .and billing practices 

of 52 FA; Code Chapter 56.

That :lhe. Applicant .agrees to provide all consumer education material? and information 'in a 
timely manner as requested by the Commission’s Office ofCommumeations or other 
Commission bureaus. Materials and information requested may be analyzed by the
Commission to meet,obligations under applicable sections of .the law. ■ ■ '

Thafthe tacts..s6t forth.above are true and correct to. the best of my/knowledge, information,, 
and’belief; and I expect said Applicant to he able at hearing'.'

Signature of Affiant
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ExhibU L ' "{

''y— AFFIDAVIT

Slate of New Hampshire : " . '
■' . ; '■■■' ,ss..; '■?' .* ^ '

County of Rockingham. . ^ " •

IquiPiTA) r/t ft /Sfc&tK. Affiant, being duly;5wbrn-according. tpja\y, deposes and . 

says: ; -

•That.I am the (IpAjJltdLLfl/t of Urii.til.-Resources, Inc., d/b/a Usource...
("Applicant"). I am authorized to and do make-this affidavit for said Applicant.

That the Applicant herein, Unitil Resources, Inc. ^ d/b/a Usource, has the burden of producing 
information and supporting documentation demonstrating Us technical and financial fitness to 
be'licenced as.a natural gas supplier pursuant to 66-Pa. C.S. .§ 2208(c)(1).. : ■

That the Applicant herein, Uriitil Resources,. Inc. ; d/b/a-Usource, .has answered the questions 
oii the application correctly, truthfully,-arid completely and-provided supporting documentation 

as required. ' • ...

That the Applicant'herein; Unitil Resources, Inc.',,d/b/a Usource,-acknowledges that it is under 
a duty to update information provided in answer to questions on tins application and cohtained 

in supporting documehts as requested by the Commission. 1-

That the.Applicant herein, Unitil Resources, Inc., d/b/a Usource, acknowledges that.il is under 

- a duty to supplement information provided in answer to questions pri this application and 

emuained-’in supporting documefus as requested-by the-Commission. ■

That the facts set forth above are true and correct to. the best.bf my knowledge, information, 
and'belief, and ) expect said.Applicant to-be able to prove the.same at hearing.

. ■ - . .Signature of Affiant

Sworn and subscnbed .befpre me this ^ * 20^0

Signature of official administering oath
My cbirimission expires ftfl .^, 2.1X0 ■ L- .

SANDRA L WALKER, Noiary Public 
My Commission Expires April 5, 2000
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®MMONWEALTH OF PENNSYLV *A 

. PENNSYLVANIA PUBLIC UTILITY COMMISSION 
P. O. BOX 3265, HARRISBURG PA 17105-3265

■ . April 4, :2000

JOHN J GALLAGHER 
LEBOEUF LAMB GREENE-& MACRAE LLP 
200 N 3rd ST SUITE 300 
P O-BOX 12105 
HARRISBURG PA 17108-2105.

Dear Mr. Gallagher:

The Application and $350.00 filing fee of Unitil Resources,. Inc..d/b/a Usource1, filed in 
this Office on March 30, 2000, for approval to supply Natural Gas Services as a , ■ 
Broker/Marketer engaged in the business of supplying natufal gas is hereby acknowledged. ,

Pursuant to the Commission's Final Order, entered July\16, 1999, at;Mr00991249F0002, 
all entities wishing to engage in the business of a natural gas-supplier must hold a license 
issued by the Commission, in order to provide services starting November 1,1999..

The application wilJ.receive the attention of the Commission, and you will be advised of . 
any further necessary procedure.'

Sincerely, \ ‘

' • ■' James J. McNulty • - •
Secretary

JJM:laf.

Cc:' RAYMOND MORRISSEY
: : VICE PRESIDENT OF CUSTOMER RELATIONS 

6 LIBERTY LANE WEST 
HAMPTON NH 03842-1720

. IN REPLY PLEASE 
. REFeftTOOURFILE 

Socrolary 
.'717*772^777

; A-125078

tiOC'UMfciii'



COMMONWEALTH OF PEKNSYLVAS1A

DATE: ■ April 4,2000 ■

SUBJECT:’ A-125078 ' X

TO: " Bureau of Fixed Utility Services. • .

FROM: James J. McNulty, Secretary’

Attached is a copy of the Application of Unitil 
.■Resources,. Inc.,.d/b/a Usource, for a license to supply Natural 
Gas;Services as a Broker/Marketer engaged in the business of 

. supplying natural.gas. , • ; . ■

-' Please.note the following item(s) were not included with 

the application:

L Affidavit attesting that has published in newspapers -

This matteris assigned to your Bureau for appropriate •

• action.

Attachment

cc: . LAW' 
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PENNSYLVANIA PUBLIC UTILITY COfflWllSSION

RECEIPT

The addressee named .fere has pajd the PA P.U.C: for the following bill:. - •

LEBOEUF LAMB GREENE MACRAE LLP 

ATTN JOHN J GALLAGHER 

■ PO BOX 12105
HARRISBURG, PA 17108-2105 . :

DATE 4/ 4/00. 
RECEIPT# 196915

•Docket Number A-125078..:..:fe...-$350.00 ■

REVENUE ACCOUNT: 001780-017601-102

CHECK NUMBER: 90000969 
CHECK AMOUNT: $350.00

■ . C. Joseph Meisinger 
(for Department of Revenue)
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