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enhance the cost-effectiveness of
the expanded system. Despite
delays in obtaining necessary
regulatorv approvals, we remain
convinced that the merger ofters
significant benefits for all
customers and would contribute
to improved long-term earnings.
A major obstacle in the way of
completion was overcome, on
January 29, 1992, when the
Federal Energv Regulatory
Commussion approved an
amended decision that resolved
concerns - Dout equitable
transmission access. While we
still need several more regulatory
approvals, we have reasonable
expectations that the merger can
be completed during the second
quarter of [992.

It should be clear, then, that
we have done much to improve
operational and financial
performance of our core
business. Qur diversification
and expansion initiatives will
also contribute to NU’s
improved financial outlook.
Based on everything we know
today, we believe NU's dividend
is well-founded at the current
level, and we're guardedly
optimistic about the longer term
prospects for dividend growth.
Based upon this overall
assessment, the Board of Trustees
voted, on January 28, 1992, 10
maintain the indicated annual
dividend rate at $1.76.

A New Business
Environment

The pace of change in our
irdustry has accelerated
dramatically. Utilities have
had to become proficient in
competitive techaiques and the
complexiries of mergers and
acquisitions, Where quality
was once a matter of inspections
and controls, more 1nsightful
utilities now integrate quality
conceprs into every aspect of

performance. Cost-management
initiatives, the five-year business
planning concept, and creation
of the Corporate Business
Practices Group are but thrse

of NU's varied responises 1o this
new reality. In different ways
and to varying degrees, cach
response directly affects our
emplovees.

It's important that employees
understand that NU must
continue to change rhe way it
aperaces and that such changes
will entail different expectations
and job requirements. As a first
step in this transitional process,
we have introduced new
performance appraisal and
compensation programs for
exempt employees. The new
programs are mcre flexible and
participatosy. They provide a
clearer relationship between
individual performance and
corporate objectives and more
effectively link performance
to pay by emphasizing
compensation incentives.
Change of any tvpe can be
disconcerting, and we recognize
that employees are concerned
about changes that have such a
direct bearing on rheir careers
and their compensation. We
are convinced, however, that—
more than ever—individual
performance is vitally important
to the success of the company.

In our opinion, the steps
already taken are necessary for
that success and equitable for
employees, but they are only the
first steps. We still have ahead
of us the task of exploring
compensation programs that
build collaboration and
teamwork into the process.

Qur goal is to build upon an
organizational philosophy

that fully recognizes the
contributions of NU's skilled and
Jdedicared work force and that
rreats all emplovees as business
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partners working for the overall
success of the compane
Customers and shareholders
expect much of the company,
and it 15 our commitment that
neither will find us wanting.

William B. Elhs

Chairman and
Chief Executive Otficer

W
Bernard M. Fox

President and
Chief Operating Officer

March 2, 1992

PS: In response (o my cxprevied susrtuom
to vetive from NLU on mey fifty-fifch hirthery
m 1995, seventeen vedry since | hecame
president of NU, the Board of Trustees
annownced an oederly management
succession plan. Under the termns of the
plan—annownced on January 29, 1990~
1 sill step dom as chief execntive afficer im
Jby 11993 Onyihat date, the NU Bunrd
pheors t e Bomared Fox, cusment NU
prosicdent and chief aperasng afficer, to
siecceed me as chief exceutive affcey
The plon calls for me o remain active as
chairman of MU Board of Trustees wnul
August 1, 1995 Bermie Fox s an
extraordinaniy effocve geneval executve,
anad [ personally ook forsvard to working weth
him and the Board 1o make the change ocour

ymonthly and effectively é(ﬁ
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The remainder of this decade will present extraordinary
challenges and significant opportunities for the nation's electric
uulity companies. Dynamic markets, competitive
restructuring, and a constantly shifting boundary between
vegulated and market-based activities will continue to be facts

of life within the industry.

In almost every industiy with
a regulatory heritage that | have
studied—airlines, banking,
trucking, railroads, gas pipelines,
andd retatl brokerage—the
rogulatory umbrella has sown
the seeds of its own destruction.
In all of these industries,
regulation stimulated a high-cost
system by rewarding capital
INTENSIVENCSS, TEQUITING Cross
subsidies, and barning
campetition. At the same time,
service differenciation was
discouraged by such practices
as bundled services and the
failure to reward innovation.
Invariably, new entrants,
nnovative traditional plavers,
changing economics, and new
technology resulted in price
competition, service unbundling,
and cost reductions. As these
market and competitive torces
gained strength, industry and
market restructuring were the
inevitable results.

New Industry Dynamics

We alrcady see evidence of
many of these same forces at
work in the electric utility
industry. Examples include
the emergence of independent
power producers (IPPs) and
cogenerators, mergers and
acquisitions by traditional
regulated utilities, selected
unbundling of services, and
growing cost and price
competition. Based on the
experience in vther industries,
| anticipate that these and other
forces will accelerate rapidly over
the next few years. Equally

important, the regubtory

barriers that butfered the
vertically integrated electric
utility industry are changing,
not collapsing. In the 1980s, we
witnesscd the removal of barners
to unregulated power generation,
However, there are no econumic
nor political reasons to assume
that this is where it will end  In
fact, the evolution of regulation
in other industries suggests that
COMMON carrer/upen access 1s an
almost inevitable consequence.
Similarly, large industrial
customers will have more options
to bypass traditional, regulated
electric power systems.

Business strategies developed
by electric utility companies can
not only respond effectively to
this newly competitive
environment, but can also gain
significant advantages. However,
this will only be possible by
dealing with realities, not wishes.
Specifically, strateges that ignore
the changes that are vccurnng—
and that will continue to
evolve—-will not work
Likewise, strategies that focus
upon diversification into totally
untelated areas are destined
te fail.

There are many indications
that some utilities wall soon
begin building regulated,
rate-of-return capacity—either
new plants or major repowering
projects. Notwithstanding the
capacity needs that might be
projected, such undertakings
should not be instituted under a
“good old days" mentality that
ignores the new risk-reward

R

profile that utilities face under
current regulatory treatment
With competition, such new
capacity is capped at regulated
rates of return but has unlimited
downside consequences if
available marker-hased options
prove to be cheaper

A second Hawed strategy s a
“business s usaal” approvch of
operating solely fike a regutared
atility with a protected market
monopoly. Pursuit of this
strategy will allow the rate
making process to ignore the real
costs of serving different market
segments, will provide a cost
umbrella for compeutors, and
will result in unmet customer
needs. As a result, new,
unregulated competitors could
become more firmly entrenched.

Finally, the perception among
some withan the industry that
“the grass is always greener” in
complerely unrelated businesses
is—at best—extremely risky
The cutcome of such ventures is
always clear; only the timing 1s
in question.

Workable Strategies

These five elements wall
provide the cornerstone for the
long-range business strategies of
successful eleceric utihities during
the remainder of the 1990s and
into the next century:

e Restructured costs;

e Market resegmentation;

¢ Development of related

opportunities,

¢ Resource porttolio

management;

¢ Responsive organizational

restructuring.

Many electric utilities have
embarked on cost-reduction
programs, often more than once.
Cost cutting can be a valuable
and viable means for improving
financial performance over a
relatively short period, but
narrowly defined cost-reduction

b
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member of.the Cownicil an

“ Bavironmental Quality in
the Execurive Office of
the President.

-




REGULATORY ACTIVITIES
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Lings Bireiey. Raymond Malle

Connecticut
Rale Decision

4 .
Massachusells

Rate Decision




Hale Structure




COST MANAGEMENT

1891 Accomplishments




NONUTILITY SUBSIDIARIES
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OF the 631 eligible employees, 438
accepted the offer. The programs
resulted in a one-tume, pretax cost of
approximately $37 million,
Management helieves that the plans
will save the company approximately
$27 million in annual payroll costs.
The retirement offers were made as o
result of management's continuing
efforts to maintain competitiveness in
the energy services business and to
limit the need for future rate increases

NL has reduced its work force by
more than |,100 emplovees, or
approximately 12 percent, from its
1987 levels, mainly through attnition
and the early retirement programs.

On August 31, 1991, NU retired
seven oilfired generating units at two
locations in Connecticut and one in
Massachusetts. The company’s
continued commitment 1o cost
management and the surplus of
electric generating capacity in New
England were factors in rhe decision
to retire the gene ating units, which
aprroximately 6 percent
of the company's overall generating
capability. Al of the onits were
among the oldest, least-used, and
costliest-to-operate facilities in the
NU system. NU estimates that
retitement of the seven generating
units will save the company more
than $1. 2 million over the next
decade, mostly through reduced
opetating and maintenance costs.

PSNH
After hearing oral arguments on
Janary 8, 1992, the Federal Energy
Regularory Commission (FERC)
voted unanimously, on January 29,
1992, 10 approve an amended decision
on the PSNH acquisition. NU's
management believes that the FERC's
amended decision addresses the
most critical concerns raised in an
August 1991 FERC decision, with
respect to conditions on which others
would be permitted 1o use the
NU-PSNH transmission system.
Management also believes that the

decision should allow NU and PSNNH
0 move promptly toward the
completion of the acguisition

The FERC decision was the sabject of
DPUC hearings that were completed
in February 1992, The DPUC also
held hearings last fall on the financial
impact of the acquisition but had
been awaiting the FERC decision
before issung an overall decision on
the transaction. NU' hopes 1o
complete the acquisition soon after a
fimal DPUC decision, now expected
on March 31, 1992

For information regerding acguisition
financings, see the “Financing”
section in the next column,

For additional information regarding
the PSNH acquisition, see the
“Notes 1o Consolidared Financial
Statements "

Construction Program

The construction program's main
focus 15 now on the ugrading of
existing transmission, disteibution,
anud generating facilivies. To
complement an already strong hiase of
generation capability, the company
budgered more than $100 million
over the tiext five years to improve
transmission and distribution
reliabulity. The company does not
foresee the need for new major
generating facilities until the year
2008, primarily because of the
implementation of comprehensive
conservation and load-management
(C&LM) progrars that have already
resulted in signifcant energy savings,
low forecasted sales growth, and firm
long-term purchase commitments for
Canadian hydropower. In addition,
energy provided by new cogeneration
and small power producers continues
to postpone the need for the
construction of new generating
facilities.

The charts on the next page show the
projectred level of electric construction
expenditures for the period 1992 1o

1996, compared with the actunl level
tor the penod 1957 1o 1991, and

the change 10 the nuture of the
!xlﬁcndllurﬂ

The company plans 1o replace the
Millstonie  steam generaton in
mid 1992 The rotal cost of the
replacement s cutrent!; estimated
to be $190 million. That amount
includes AFUDC but does ot

inc lude the cost of replacement
power

Financing

Cash requirements in excess of
internally generated funds generally
are financed through short-,
intermediate, and long-term
bortowings, nuclear fuel trust
financing, leasing agreements, and the
sale of preferred and common stoack.
In addition to construction and
nuclear fuel requirements, the system
companies are obligated 10 meet
maturities and cash sinking-fund
requirements for long-term debe and
preferted stock totaling $714 6
million for the cears 1992 theough
1996, withow gy ing effect 1o any
financings associated with the
acguisition of PSNH. External
financing will continue to be necessary
o meet toral cash requirements.

In December 1991, NU sold $178
mithion of amortizing unsecured 15.
year notes at a rate of 858 percent.
Proceeds of the sale were used 1o make
i loan to the NU Employee Stack
Ownership Plan Trust (ESOP trust ).
The ESOP trust then used the
proceeds to purchase approximarely
7.6 million common shares from NU
at a price of $23 o share. Over the
coming yvears, these shares will he
allocated ro eligible employees of the
NU system companies in connection
with the employer match frare of
the existing 401(k) supplemental
renrement and savings plan. The
proceeds 1o NU from the sale of the
common shares are expecied to be
used to fund part of NU's equity
investment in PSNH and NAEC
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Change in Operating Revenues
|mwn§~_it_ge( rease)
1941 w__l?_e_&‘\m_ L l‘?“\‘ Vi I“!‘Q
(Millisne of Dollan)
Regulatory decisions $ 578 $ w0
Fuel cost recoveries LN me
Sales and other revenues 41.6 18

Total revenve change

settlement agreement associated with
the reactivation of various units
thiee fossil generating facilities and
hagher 1991 WMECO cost recoveries
associated with conservation,
capacity, « md tansmission activities

Revenues related to regulatory
decisions increased in 1990, as
compared to 1989, primarily because
of the etfects of the June 1989 and
June 1990 DPU retail rate decisions
Fuel cost recoveries increased
primanly because of higher energy
costs. Sales and other revenues
increased primarily as a result of an
increase in bulk power sales

' and
'

m Power
Fuel, purchased and net interchange
power incressed $55 4 million in
1990, as compared to 1989, primanily
because of a greater level of higher
priced cogeneration purchases,
partially offset by a greater utilization
of lower cost nuclear generation,

aloiossnce Exponses

Maintenance
Oxther operation and maintenance
expenses increased $58 8 million in
1991, as compared o 1990, primarnily
hecause of higher costs associted
with the saluntary carly setirement
programs, the commercial aperation
of the Phase 1! Hydro-Quebec project,
and the identification and expensing
of excess/obsolete inventory at the
Millstone units.

Other operation and mamtenance
expenses increased $64.6 million in

D

211.‘7

2”7.9

1990, as compared to 1989, primanly
because of higher costs associnted
with C&LM programs, refueling and
MAlntenance activities at nuclear
electric producnion facilities,
including the amortisation of prioe
petiexd outage costs, legal and
regulatory activities associated with
NU's efforts to scquire PSNH, and
the general impact of inflation on
maost expenses, partially offvet by
MARAgEMEnt's Cost-Contaimment
efforts in 1990.

Depreciation Expenses
Depreciation expenses increased
$26.4 million in 1991, as compared to
1990, primarily as 8 result of &
regulatory decision that required the
company 1o returmn, in 1990, excess
deferred taxes associated with netof -
tax AFUDC and higher depreciable
plant balances in 1991,

Depreciation expenses increased
$14.6 million in 1990, as compared 1o
1989, primarily because of greater
plant investment and higher

depreciation rates.
Taxes

Federal and state income taxes
increased $57.0 million in 1991, as
compared to 1990, primarnily because
of lugher taxable income, partinlly
offset by an adjustment for revenue
agent reviews which were concluded
in the fourth quarter. Taxes other
than income taxes increased $5.0
million in 1991, as compared 1o 1990,
primardly because of higher property
tixes and higher Connecticut gross
enrnings taxes due to higher revenues

Federal and state income taes
decteased $6.4 onllion i 1990, as
compared to 1989, primarnily becase
of tax benefits sssociated wirh the
1990 write o of & portion of CL&Is
initial investment wn Seabrock |
resulting from a settlement agreement
approved by the DPUC in Novembwr
1990, Taxes caber than income Laves
increnced $7.0 million in 1990, as
compared 10 1989, primarily because
of higher property tases

Interest Charges
Interest charges decremsed $22 9
riidlion in 1991, ms compated 1o 1990,
primarily because of more favorable
niterest rates and lower capital
regqiirements

Interest charges decreased $14.3
million in 1990, as compared tu 1989,
prissarily because of lower long term
debyt levels, partially otfeet by hagher
short-term debn levels

)
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COMPANY REPORT

The consolidated financial
statements of Northeast Utilities and
subsidiarie: and other sections of this
Annual Report were prepared by the
company. These financial statements,
which were audited by Arthur
Andersen & Co., were prepared in
accordance with generally accepred
accounting principles using estimates
and judgment, where required, and
giving consideration to materiality.

The company has endeavored 1o
establish a control environment that
encourages the maintenance of high
standards of conduct in all of its
business activities. The company
maintains a system of internal
accounting controls that s supported
by an otganization of trained
management personnel, policies and
procedures, and a comprehensive
program «f internal audits. Through
establishe programs, the company
regularly communicates to its
management employees their internal
control responsibilities and policies
prohibiting conflicts of interest.

The Audit Committee of the Board
of Trustees is composed entirely of
outside trustees. This committee
meets periadically with management,
the intemal auditors, and the
independent auditors to review the
act.vities of each and ro discuss audn
raatters, financial reporting, and the
adequacy of intemal controls.

Because of inherent Limitations in
any system of internal cantrols, errors
or irregularities may occur and not be
detected. The company believes,
however, that its system of internal
agcounting controls and conrrol
envitonment provide reasonable
assurisnce that its assets are
safeguarded from loss or unauthorized
use and that its ‘inancial records,
which are the basis for the
preparatior of all financial
statements, are reliable.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Bosard of Trustees and
Shareholders of Northeast Ulnlines

We have audited the consolidated
balance sheets and consclidated
statements of caprtalisation of
Northeast Utilities (8 Massachusetts
trust ) and subsidiaries as of
December 31, 199] and 1990, and
the related consolidated statements of
income, common shareholders’
equity, cash flows, and income taxes
for each of the three years in the
period ended December 31, 1991,
These financinl statements are the
responsibility of the company’s
management. Our responsibility 15 to
express an opinion on these financial
statements based on our audits

We conducted our audits in
accordance with generally asccepted
auditing standards. Those standards
require that we plan and perform the
audit to abtain reasonable assurance
ahout whether the financial
statements are free of material
misstatement. An sudit includes
examining, on a rest basis, evidence
supporting the amounts and
disclosures in the financial
statements. An audit also includes
assessing the accounting principles
used and significant estimates made
by management, as well as evaluating
the overall financial statement
presentation. We helieve that our
sudits provide a reasonable hasts for
OUE OPINIOn.

In our opinion, the financial
statements referred 10 above present
tasrly, in all material respects, the
fimancial position of Northeast
Utilit'es and subsidhanies as of
December 31, 199] and 1990, and
the tesults of thei aperations and
cash flows for each of the three years
in the period ended December 31,
1991, in confarmity with generaliy
accepted accounting pring iples

ARTHUR ANDERSEN & CO.

Hartford, Connecticut
February 26, 1997




CONSOLIDATED STATEMENTS OF INCOME
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For the Years Ended December 31, B T
{Thosmands of (Ndlars, except shate inditmation)
Operations Excluding Discontinued Gas Opumnm.
C’Mlﬂﬂl ﬂawmm ......... AR !‘2 % m“ WA RIL) !“:}‘7‘3}!‘-
Operating Expenses:
LI
I, Mhnnd and net murchnngc pmm 674,006 678,287 612814
Orher ... 763,610 696 699 629,791
Mnmmm 230,166 238 1% 240,587
Deprecistion ... . 238578 212212 197,630
Amonmmnlddemhd :egumm provey Bt tmsmecsrns RO64 3 74,166 71,763
Federal and state income taxes (Sec Consolidated
Statements of Income Taxes) ... ..o S 190,556 154412 151,401
Taxes othet than income taxes. 186,645 181 688 174 480
Total OPETRTING EXPORSES ..o ourowmnbs it 1,364,291 2,238,187 208K 466
Operating TREOmE ..o i i IN9512 180,562 185,108
Other Income:
Allowance for other funds used duting construction 1,959 1,444 31
Deferred nuclear plants return—other funds . 39477 18992 42407
Equity in eamings of regional tuclear gtnem ihg
companies and transmission mmpanm 14,431 14,182 12,030
Write-off of plant costs . . - (19,388) (9.010)
Other, net.. 9,753 12,967 8,090
Income taxes—ctedit . 14873 7,790 21,791
Other income, net . _ BO49Y 87,957 84,027
Income before interest chamea 470,005 468519 469,132
Interest Charges:
Interest on long-term debt . 205,588 218 858 230212
Othet interest.., ! 10,918 20,558 2358
All wance forhommd funds und duun.
CONSLIUCHION .. P 0 I T - {67700 (7,191 (5,876)
Deferred nuclear phnu mum—-hom-wd
funds, net of income taxes.. . R L __(1e,03) (19.678) (19,779
Interest charges, net 190,707 212,547 227,104
Ingome after interest ChIRIEs . .o 279,208 285972 42,028
Preferred Dividends of Subsidiaries. ..o v 42,589 44 965 A8 801
Income from Continuing Operations ... 236,709 211,007 203,225
Income from Discontinued Gas Operations ... - — . Sgss
Net lncome.............. - L BT Ty e $ 236709  § 21007 § 20008)
| ————————— e e e Kt e
Earnings Pes Conmm Shma
Continuing operatons... o bt eincrbessensedrrminaies ictons $ 2.12 $ 1.94 $ 1 87
Ducmtimndwmmnw L N s ey yre— — e 08
Net Income ... = s ) 2.12 $ 194 § 1.92
Common Slumn Oummding (avmn) 111,453,550 |09i003.818 108,669,106

The sceompanying sotes ae an integral part of thew fnangd setements

NORTHEAST UTILITIES AND SURSIMARIES
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CONSOLIDATED STATEMENTS OF CASH FLOWS
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CONSOLIDATED STATEMENTS OF INCOME TAXES

For the Years Ended December 11,

The components of the federal and state ‘ncome tax provisions
charged to continuing operations are:
Current income taxes:
State ... 4

Total current .

Deferred income taxes, net:
Federal ... A
State ...

Toul ddemd

Investment tax credits, net........... .
Total INCOME AR EXPENSE .o

The components of total income tax expense are classified as follows
Income tiaxes charged to aperating expenses .. EoaeES Ll haabitbohd
Income taxes associated with the amortization

deferred nuclear plants return—borrowed funds
Income taxes associated with the allowance

for funds used during construction (AFUIDC)

and deferred tuclear planu returh—borrowed funds ...
Other income taxes—credit .. g sirtremresomems

Total income tax expense ..

Deferred income nxumwmmud of !he tax cffem
of timung differences as follows:
Depreciation, excluding leased nuclear fuel .
Construction overheads ... A
Depreciation on leased nnclcav fucl
settlement credits, anddtmal costs .. ol RS I

Decommussioning costs . Ui
Energy adjustment clauses....
AFUDC and deferred nuclear planu PRI, L. -
Early retirement program accrual .
PORSION BOCPURY - erv e cssr s emssnrsssss s iosnsesenseesnsarbbssdsass sies assnssnasss
[T T I R

Deferred income taxes, ner .

The effective income tax rate is cnmwted by dmdmg totll income
tax expense by the sum of such taxes and income after interest
charges. The differences between the effective rate and the federal
SAtUtory INcome tax rate are:

Federal statutory income tax rate .. ..o B e s
Tax effect of differences:
Depnclamn differences .
Deferred nuclear plants eotuin—other fnds .
Amortization of deferred nuclear plmm femm-—o!hcr iunds
Construction overheads ... =
Investment tax credit ammtm .........................................
State income taxes, net of federal benefit ...
Ad]uﬂmem for pnov VORES TAXES o oo iiinin s il ol
Effective income tax rate ... Ty [ B

The scoom _nving notes are an antegral part of these fimancial stateaents

O ... I

{ Theosands «of 13

1990

L O T B I T T O S I S R R I S SR S SIS,

|98

Hath encept peigentages)

$ 44417 % SSSRL 8 60,796
21446 1878 3530
_ 05,863 83,356 86 008
88,659 43,776 44275
L .1 N 1./ S .\
16666 51368 33277
T (TR69) (17.414) (14,30%)
$ 174660 § 117,710 § 124070
$ 190556 % 154412 % 151400
(15,208} (13.454) (13942)
14,185 14,542 14,408
(14,873) _ (31.790) 27,797)

$ 174660 $ 117710 § 124,070
S ———

$ 59807 § 534§ S18%7
(979) (11,156) (10473)
(2,367) 2,369 7.068
(1,186) (1,245) 942
48,892 2,398 (4.825)
(1,029) 1,088 463
(11,612) - -
(656) 5,408 7,587
22,175 4,155 (1,595)
3615 (5,088) 1,251

$ 116666 $  S1568 § 52277
S ———taa S —————— S ——————
34,00% 34.00% 14.00%
2.24 1.26 1,25
(2.96) (1.55) (3.94)
148 377 .50
(0.22) (3.09) (1.14)
(1.73) (4 66) (2.62)

7.23 6.37 6.08

{1.76) -

(1.81) (2.60) (124)
38, 47“0 311.50% 3 9%
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CONSOLIDATED BALANCE SHEETS

ARG AP AR AR ERCA AT ANttt ERELEARBBdsN NI RO NTOsEne

At December 31,

Assets
Unility Plant, at ongiul Cost:

Electric ... e A nren hrecionnetethelatars s et b SO SS

Less: Accumulated provision for depreciation ..

Construction work in progress .
Nuclear fuel, net... ..o
Total net utility plane ...
Other Property and Investments:
Nuclear decommissioning trusts, at cost (Note 3) ;
Investments in regional nuclear generating compames at equm,. S
[nvestments in trANSMISSION COMPAnies, at equity ..

oo i N e, TGRS, WL

Current Assets:
Cash and special deposits ..

Receivables, less accumuined provision fm uncnllcuthlc

lccwnuofsll(\mmﬁlnl?‘)l andSIOSGGOODml?QO .............. .

Accrued utility revenues . n
Fuel, mate.ials, and supphes. at av crage cost ..
Prepaymenits and other .. S

Deferred Charges:
Unamaortized debt expense .
Energy adjustment clauses, net..
Unrecovered spent nuclear fuel dupoul COtS ..

Deferred costs—nuclear PIRIS ... s s e R -Bet i
Amortizable pmpmy investments.. o o s et L TN E R Pon IR,

cense 28 NORTHEAST UTILITIES AND SURSIDIARIES

—— e |

S6.89K 919
103,779
7002 698
2,182,144
4,820,554
JU00, 843
236,170

sﬁugl 564

124,592
68,125
30,800

. 31,286

~334:80)

32N

109,801
112,581
146,753

41,521

647927

15,953
127,164
16,702
263,772
61,587
126271

= R R R TR W IR - I ==

1991
{Th

R R R R

TN

uuml- of I‘II liars!

$6.753.512
100,852
6,554,304
_2.033.568

4,820,7%
184,551

259821
5,265,168

100,196

67,4589
18, ﬂl
3..\

‘uagl’,??

16,302

264939
100,154
179,944

14,461
21,265
75 866
275,167
75,582
88,608
505,046

$6,601.371
—————

The sccompanving notes are an integnal part of these financ il satements

41,959,
602,898
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At December 11,

1991 1990

Capit iization and Liabilities

Capitalization: (See Consolidated Statements of Capital ration)

Common shareholders' equity:

Commaon shares, $5 par valuc--wthmud 225.000,000 shares;

{ Thommatsis of Dalbyend

outstanding 119,254,128 tl\ammlﬂl and 109,615,926 shares in 1990, ... $ 506,271 $ 548,080

Capital surplus, pasd in .
Deferred henefit plm—iw (Nou 6)
Retained earnings ...

Tmlcm:hmholdm equity ... Hlr =i S F e LS
Preferred stock not subjec  to mandatory ndemmm.._..‘ sy T, 1 Pl

Preferred stock -uh;m to mmdmon ndemwon
Long-term debt ..

Current Liabilities:
Notes payable to banks ...
Commercia

Aeeumuvayohh
Accrued taxes .. . .

Deferred Credits:
Ae:umulaedddmd income taxes .

Commitments and Contingencies (Note 7)

The sccompanying notes are an istegnal part of these financial staements

640,119 469,647
(175,000) .=
Ki4,684 71031

1,876,074 1,790,758
194,695 304 695
167,892 174,392

1,616,932 2,501 891

5,055,593 4,861,736

213,374 221,833

62,500 105,500

!paper ............................................................................................... - - 82,615

K2,83) 104,123
66,155 97,715
228,285 144,194
120,778 166,983
43418 49,005
77,566 55,552

681,732 IXTH

569,079 462,122
216,647 210,356
45,321 39437

831,047 711918

NORTHEAST UTILITIES AND SUBSHMARIFS

$6,781,740 36601371
ve—ee et e e ——

o

L P R———.

T ——
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 CONSOLIDATED STATEMENTS OF CAPITALIZATION
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Common Shareholders’ Equity (See Consolidated Balance Sheets)

Cumulative Preferred Stock of Subsidiaries:
$25 par value —authorized 11,600,000 shares at December 31, 1991 and 1990,
outstanding 10,280,000 shares in 1991 and 10,340,000 shares in 1990
$50 par value—authorised 9,000,000 shares at December 11, 1991 and 1990
outstanding 5,461,737 shares in 199 and 5,561,745 shares in 1990
$100 par value—authorized 1,000,000 shares at December 31, 1991 and 1990,
outstanding 350,000 shares in 1991 and 1990
Current Redemption Current Shares
Dividend Rates Prices(a) Outstanding
Not Subject to Mandatory Redemption:

$25 par value—Adjustable Rate $ 2500 4140000
$50 par value—$1.90 to $4.80 $ 50.50t0 8 S4.00 5123895,

$100 par value—3$7.72 to $9.60 $101.51 o $103.99 350,000.....
Total Preferred Stock Not Subject 1o Mandatory Redemprion .
Subject to Mandatory Redemption: (+)

$25 par value—3$1.90 10 $2.275 § 2667108 2695 6,140,000.......
$50 par value—3$5.24 10 $5.76 $ 5138w 8 5162 AT R4

Total Preferred Stock Subject to Mandatory Redemption ...
Less: Preferred Stock to be redeemed within one vear ..

Preferred Stock Subject to Mandarory ReJemprion, Net oo

Long: Term Debt:(c)
First Mortgage Bonds—
Matunty Interest Rates

1993 o U000 00 B TR i e it sbaasistndrapis i it st skt
1994 B TI2% 00 Do M. cercsome rscimih bt s bas s iins s espsisnsyesonssitssasions
1997-2001 S ST 00 D BB cve s crvorirsiorsasentesurvinisinsorsesusnsmnsaisstssusiasbonseiont i
20022006 TA2% 109 1 /4% oo ATl i ]
2007-2008 BoT/B 10 Do J/BU.. i baesemscirmssiisure vt b rs AR SRRSO 1 0
2018-2019 7-3/8% 10 10:1/8% ..ccooi v sicnariisnirsnnes ol s o

Onher Long-Term Debt—
Pollution Control Notes-——

103,500
256,195

15,000
194,695

e e e i e

103,500
156,195
35,000

194 695

153.502
16,892

155,000
11,892

170,394
2,502

176,892
2,500

167,892

174,392

RAO00
140,000
107,000
169,324
100,000
450,000
355,000
125,000

25,000
. 279,650

B,000
140,000
107,000
175,000
100,000
450,000
155,000
125,000

25,000
279,650

1,758,974

1,764,650

25,250

i 1998.2007 QDM 00 8. W ... oiresassssssssdasussbuinio bt isisnisurrisacy b i 24,450

{ 2003-2020  AdJUSaBlE RETE . .covicoosmiosesisasisissisminmssssbtssiveisipssysisginetsiies 430,800 430,800
‘t‘i Notes—

19912006  B.25% toBAIIW.. i R Wt . 240,000 85,000

30 NORTHEAST UTILITIES AND SURSIDIARIES

Fees and interest due for spent fuel disposal costs. o W,

Total Other Long - Tetm Debt .....cummuiimimiiriscainmisgmirstiosssstommmaisises s e
“ (5451)

Unamortized premium and discount, net ... PPV T ot s g s = B sedopl

Lo SONED Qe WILRAT OIVE PORL.oosireismosnimivninyesisrmmssssisbssnisesmntbats e s s s sbrasha e

" 157,137

91,3581

148,281
155,660

943,740

544,991

(6,127)

2,697,163
80,331

2,601 14
101,623

1,616,931

2501891

A r——t St 4

$4.861,736
e e e e

The & companying roses are an integeal par of =rese finan 1l staremenay




CONSOLIDATED STATEMENTS OF CAPITALIZATION (NOTES)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

O R

1. Summary of Significant Accounting Policies

Principles of Consolidation

Northeast Utilities (NU or the company) is the parent
company of the Northeast Urilities system (the system)
The consolidated financial satements of the company
include the accounts of 11 wholly owned subsidiaties
Significant intercompany transactions have been
eliminated in consolidation.

Public Utility Regulation

NU is registered with the Secunities and Exchange
Commission (SEC) as a holding company under the Public
Utility Holding Company Act of 1935 (1935 Act), and it and
its subsidiaries are subject to the provisions of the 1935 Act
Arrangements atmong the - vstem companies, outside agencies,
and other utilities covering imerconnections, interchange of
electric power, and sales of utility property are subject to
regulation by the Federal Energy Regulatory Commission
(FERC) and/or the SEC. The operating subsidiaries are
subject to further regulation for rates and other matters by
the FERC and/or applicable state regulatory commissior.s,
and they follow the accounting policies prescribed by the
TESPECTive COMmMIssIons.

Revenues

Utility revenues are based on authorized rates applied 1o
ench customer's use of electricity. Rates can be increased
only through a formal proceeding hefore the appropriate
regulatory commission. At the end of each accounting
periad, The Connecticut Light and Power Company
(CL&P) and Western Massachusetts Electric Company
(WMECO), wholly owned subsidiaries of NU, accrue an
estimate for the amount of energy delivered but unbilled.

Spent Nuclear Fuel Disposal Costs

Under the Nuclear Waste Policy Act of 1982, CL&P and
WMECO must pay the United States Department of
Energy (DOE) for the disposal of spent nuclear fuel end
high-level radioactive waste. For nuclear fuel used to
generate electricity prior to Apal 7, 1983 (prior period
fuel), payment may be made coytime prior to the first
delivery of spent fuel to the DOT. At December 11, 1991,
foes due to the DOE for the disposal of prior period fuel
were approximately $157.1 million, including interest costs
78,0 mitiion. As of December 31, 1991, approximately
$130.4 million had been collected through rates.

Fees for nuclear fuel burned after Apnl 7, 1983 are paid to
e DOE on a quarterly basis

Investmenits and Jointly Owned Electric Utility Plant
Remonal Nuclear Genevaung Compasues: CLET and
WMECO swn cammon stock of four tegional nuclear
groerating companies. These companies, with the system’s
ownership interests, are:

Connecticut Yankee Atomsc Power

Company (CY) : 4400
Yankee Atomic Electric Company (YAEC) 315
Maine Yankee Atomic Power

Company (MY} ... i SIS  E
Vermont Yankee Nuclear Power

Corporation (VY) . 120

The system's investments in these companies are accounted
for on the equity bass. The electricity produced by

these facilities is committed to the participants based on
their ownership interests and is billed pursuant to
contractual agreements

YAEC went out of service permanently on February 26,
1992, For mote information on YAEC, see Note 7,
“Commitments and Contingencies "

Millstome 3 CL&P and WMECO have a 65 17 percent
joint-ownership interest in Millstone 1, a 1,146 -megawan
(MW) nuclear generating unit. As of December 31, 109],
plant-n-service and the accumulated provision for
depreciation included approximately $2.3 bllion and
$334.1 million, respectively, for the system's share of
Millstone 3. The system's sb e of Millstone 3 expenses is
included in the correspond ing operating expenses on the
accompanying Consolidated Statements of Income

Seabrook: CL&P has a 4.06 percent joint-ownership interest
in Seabrook 1. Seabrook 1 1. a 1,150-MW nuclear
generating unit that was declared to be in commercial
aperation on June 30, 1990, As of December 31, 1991,
plant-in-service and the acvamulated provision for
depreciation included approximarely $172.8 milbon and
$7.3 million, respectively, for CL&'s share of Seabrook |
CL&P's share of Seabrook 1 expenses 1s included in the
corresponding operating expenses on the accompanying
Consolidated Statements of Income.

CL&P also owns 4 06 percent of Seabrook 2, which

has been canceled by the joint ownets. A 1990 sertlement
agreement with the Connecticut Department of Public

NORCMEAST UTHITIES AND SUBSHMARIES
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Beginning in 1979, the DPUC approved the use of 4
generation utilization adjustment clause (GUAC) which
levels the effect on fuel costs caused by vartations from

a specified composite nuclear generation capacity

factor embedded in base rates (70 percent, effective
Janwary 1, 1990 through August 19, 1991; 72 percent,
effective August 20, 1991). At the end of a 12-month
period ending July 31 of each year, these net vartations from
the amounts included n base-rate cost levels are refunde!
to, o collected from, customers over the subsequent

1 1-month period beginning in September. Should the
annual nuclear capacity factor fall below 55 percent, CL&TP
would have to apply to the DPUC for permission to recover
tha additional fuel expense. During the period from
August 1, 1990 to July 31, 1991, the composite nuclear
generation factor for the eight operating nuclear units m
which CL&P has an ownership interest was 64.3 percent,
resulting in an additional net fuel cost of approximately
$21.2 million, which is being collected from ratepavers.

WMECO. In Massachusetts, all retail fuel costs are collected
on a current hasis by means of a separate fuel charge billing
rate. As permitted by the Massachusetts Department of
Public Unilities (DPL), WMECO defers the difference
between forecasted and actual fuel costs until it 1s recovered
of refunded quarterly under a retml fuel adjustment clause.
Massachusetts law requires the establishment of an annual
performance program related 1o fuel procurement and use.
The program establishes performance standards for plants
owned and aperated by WMECO or plants in which
WMECO has a life-of-unit contract. Therefore, revenues
collected under the WMECO rerai! fuc] adjustment clause
are subject 1o refund pending review . the DPUL To date,
there have been no significant adjustments as a result of

this program.

See Note 7, "Commitments and Contingencies,” for
addin Aformation on energy adiustment clauses.

Phase-in Plans

As discussed below, CL&D is phasing into rates the
recoverable parts of its mvestments in Millstone 3 and
Seabrook 1. WMECO has completed the phase-in portion
of its phase-in plan for Millstone 3. Both plans are in
compliance with Statement of Financial Accounting
Standards No. 92, Regulated Enterprises—Accounting for
Phase-m Plans.

CLET As allowed by the DPUC, CL&DP & phasosg intos
tate hase its allowed invesiment o Millstone 3. The
DPUC has provided for tull deferred ecmings and carrying
charges on the portion of CL&Ds allowed investment in
Millstone 3 not included (o rate base. Through
December 31, 1991, CL&P had placed into rate base

§ 1.4 hillion, or 80 percent, of 4 allowed investment «
Millstone 3. The remainirg $351.3 million, of 20 pergent,
1% to he phased into rate base annually m four 5 percent
steps beginning January 1, 1992, The amortization and
recovery of deferrals through rates began January |, 1988
and will end no later than December 31, 1995 As of
December 31, 1991, $2158 millun of the deferred
return, including carrying changes, has been recovered,
and $206 5 million of the deferred retum recorded 1o
date, plus carrving charges, remuins 10 be recovered by

December 31, 1995,

As allowed by the DPUC's August 1, 1991 decision,

CL&P 1s phasing into rate base its allowed investment in
Seabrook 1. The DPUC has provided for full deferred
eamings and carrying charges on the portion of CL&I™s
allowed investment in Seabrook | not included in rate base
Through December 31, 1991, CL&P had placed into rate
base $55.6 millinn, or one-third, of its allowed investment in
Seabrook 1. The remaining $111.1 mvllion, or two-thuds, s
to be phased into rate Fae over a twosyear penod begnning
i 1992 The amortization and recovery of defecrals through
rates began September 1, 1991 and will end no Later than
Auvgust 31, 1996

WMECO: As of December 31, 1991, all of WMECO's
recoverable investment in Millstone 3 was in rate base.
Beginning in 1986, the DPU has permitted WMECO 10
recover the portio-, of its Millstone 3 investment
representing the amount currently detenmined o he
“unuseful” by the DPL ($42 4 million at December 31,
1991), excluding the applicable equity AFUDC, over a
ren-year period, without eaming a return. On June 30, 1987,
WMECO also began recovening the deferred teturn,
inclading careying charges, on the recoverable but not yer
phased-in portion of its investment in Millstone 3. This
recovery is taking place over a nine-year period. As of
December 31, 1991, $41 1 million of the deferred retumn,
including carrying charges, has been recovered, and $41.1
million of the deferred rerum, including carrying charges,
remains to he recovered over the penoad ending

June 30, 1995,

NOKTHEAST UTILITIES ARND SURSIDIARIFS
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A of December 3, 1991, CLE&D and WMECO have
collected, through rates, $133.C mulion toward the

future decosmmissioning costs of the Millstone units, of
which $101.9 million has been transferred 1o external
decommissioning trusts. As of December 31, 1991, CLAT
has paid $288 thousand into Seabrook 1's decommissioning
financing fund. The decommussioning trusts ate

disclosed on the Consolidated Balance Sheets, at cost,
which approximates market,

‘u M"Tﬂm Mt

The system companies have various credit lines totaling
$400 mutti-n. OF this amount, $350 million is available w
NU, CL&P, and WMECO through a revolving-credit
agreement w_th a group of 11 banks. The maximum
bortowing limit of CL&P under the agreement s

$350 million, less amounts borrowed by WMECO (not to
exceed $105 million) and by NU (not to exceed

$100 million). NU, CL&D, and WMECO may borrow
furds on a shortterm revelving basis using cither fixed rate
loans or standby loans. Fixed rates are set using competitive
bidding. Standby loan rates are based upon several
alternative variable rates. NU, CL&P, and WMECO are
obligated to pay a facility fee of 1875 percent per annum
on their proportionate shares of the commitmer:. At
Decemnber 31, 1991, there were no borrowings under

this agreement.

The remaining $50 million 1s available to the NU system
companies through a revolving-credit agreement with a
group of six banks. Under this agreement, the NU

system companies can borrow in the aggregate an amount
not to exceed $50 million. Loans under this agreement are
on a short-term revolving basis in the form of either
Eurodollar Loans based on the London Interbank Offered
Rate, plus 3/8 of | percent, or as Alternative Base Rate
Loans at the grear ¢ of the prime rate ot 1/2 of 1 percent
over the Federal Funds Effective Rate. This agreement will
expire on August 25, 1994 unless extended, on an annual
basis, 1 4 maximum of four years beyond the expiration of
the ‘nitial three-year term. At December 31, 1991, there
were no borrowings under this agreement.

The amount of short-term burrowings that may be incurred
by the NU system companies is subject to periodic approval
by the SEC under the 1935 Act. In addition, the charters
of CL&P and WMECO contain provisions restricting the
amount of short-term borrowings. Under the SEC and

charter resteictions, NU, CL&P, and WMECO were
authorized, as of Januury 1, 1991, 10 wcur short-term
borrowings up to a maximum of $135 mallion, $300 maillion,
and $95 mallion, respectively

5. Postre ‘=ement Benefits

The company's subsidianies participute ina utiform
noncontributery defined benefit retirement plan covering
all regular system employees. Benefits are based on years of
service and employees’ compensation during the last five
years of employment. Total penston cost, part of which
was charged to utility plant, approximared $29,517.000 in
1991, $11,275.000 in 1990, and $14,537,.3C in 1989
Pension costs for 1991 include approximately $19,831,000
related to the voluntary early retirement program described
below.

Currently, the subsidiaries fund annually an amount at
least equal to that which will satisfy the requirements of
the Emplovee Retirement Income Security Act and the
Internal Revenue Code. Pension costs are determined
using market-related values of pension assets. Persion
assets are invested primarily in equity secutities, boands,
and (nsurance contracts.

The components of net pension cost are

For the Yeurs Ended
December 31, 1991 1990 19K%
(Thousands of Dollan)
Service cost ... . § RT3 $3045¢ § L0200
Interest €8t . 11,0410 64,352 61.415
Return an plan assers ... ... (198,437) 10498  (160.750)
Net amor tization .. o 108,175 (94.0%4) A1 .852
Net pension cost. . - $ 29517 811278 % 14597
e — ————— e et e

For caiculating pension cost, the following assumptions

were used:

For the Years Ended
Dec ember 31, 1991 1990 1959
Discount vate ... 9.0% 92.0% 9.5%
Fxpected long-term rare

T S 9.7 97 97
Compensation/progression

fate ... e 7.5 15 85







7. Commitments and Contingend ies

- Construction Program
! The corstruction program is subject to periadic review and
revision. Actual gonstruction expenditures may vary from
estimates due to factors such as revised load estimates.
inflation, revisod nuclear safety regulations, delays,
difficulties in the hiconsing pricess, the availability and cost
of eapital, and the granting of twcly and adegquate rate
relief by regulatory commussions, as well as actions by other
regulatary bodies.

i e b

The systom comparies currently forecast conetrustion
expeniditures |including AFUDC) of $1.25 billion for the
years 1992-1996, including $379 42 million for 1992, In
addition, the systetn companies estimate that nuclear fuel
requirements, including nuclear fuel financed through the
‘ NBFT, will be $330.1 million for the years 19921996,

i including $51 4 million for 1992, See Note 2, “Leases”

| for additional information about the financing of

nuclear fuel

R e o e

Corrosion, pitting, and denting of tubes within the steam

generior assemblies have been recurting problems at

Millstone 2 for a number of years. In light of continuing

repairs and concerns about future performance, the NU

system plans (o replace the Millstone 2 steam generators

beginning late in the second quarter of 1992, The cost of

| replacement is estimated to be approximately $190 million,

~ including AFUDC, but excluding the cost of replacement
power.

.

Nuclear Performance

When their nuclear units are out of service, CL&P and
, WMECO need to generate and/or purchase replacement
| power. CL&P and WMECO have incurred approximately
 $108 million and $21 million, respectvely, in replacement
power costs assoctated with four separate Millstone outages.
 Recovery of prudently incurred replacrment power costs is

permutted, with limitations, througt AW GUAC
for CL&P and through a retail fue s nent clause for

CL&P will have to apply to the DPUC to recover the
additional fuel costs when the GUAC apacity factor falls

[ below the 55 percent level for the 12-month GUAC periad.
For the 12-month GUAC period ending July 31, 1952,

’ management projects that the GUAC capacity fact..t will

- be approximately 49 percent  Based upon past regulatory

l practices. CL&P expects to recover approximately 396

|

|
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militon through the GUAC CL&P expouts 1o seek
recovery of the additional costs for aperations between the
progected 49 percent level and the 5% percent level
testimated to be $29 millon) in o future rate proceeding

Management does bot believe that the lower capaciny
tacton, in themselves, are cause for the DPUC and the
DPU 1o deny CLET and WMECO full recovery.
Management believes that the compuies have acted
pradently i the apetatiorn, < thew nuclear generating units
during the period in questi 1 nd recognizes that CL&S
and WMECO will be called on 1o demonsteate that thew
actions have been pradent

See Note 1, “Summary of Significant Accounting
Policies—Energy Adjustment Clauses,” for additional
information regarding nuclear performance and
energy adjustment clauses

Environmental Matters

The NU system is subject to regulation by federal, state, and
local authorities with respect 1o air and water quality and
the disposal of toxic substances and hazardous and sobid
wastes. The cumulicive long-term economic cost impact of
increasingly stringent environmental requirements cannot
be estimated. However. the NU system has an sctive
environmental auditing program to detect and remedy
noncompliance with envitonmental laws or regulations.
The system may incur significant additional costs, greater
thar, Jmounts included in cost of temoval and other
reserves, in connection with the generation and
transmission of electricity and the storage, transportation,
and disposal of by-products and wastes. The system may
also encounter significantly increased costs to remedy

the environmental effects of prior waste handling and

disposal practices.

The system has recorded a liability for what it believes is,
based upon information currently available, the estimated
environmental remediation costs for sites for which the
system's subsidiaries expect to bear legal liability. To date,
these casts have not been material with respect to the
eamings or financial position of the company. In most
cases, the extent of additional future environmental
cleanup costs is not estimable due to factors such as the
unknown magnitude of possible contamination, the p_.ole
effects of future lagislation and regulation, the possibie
effects of technological changes related 1o future cleanup,
and the difficulty of determining future liability, if any, for
the cleanup of sites at which a system company has becn
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informed that it may be d_termined to be legally liable by
i the United States Environmental Protection Agency, the
3 Connecticut Department of Envitonmental Protection, or
j the Massachuserts Department of Environmenral
| Protection. In addition, the system cannot estimate the
patent.al liability for furare claims that may he broug!..
against it by private parties. However, considering known
facts and existing laws and regulatory practices,
management does not believe such marterr 'L have a
materially adverse effect on the system's finar. _ial position
or futare results of operations.

Changing environmental requirements could hinder the
construction of new fossil-fuel generaning units, could
require extensive and costly modifications to the system’s
existing hydro, nuclear, and fossil-fuel generating unuts,
and could rause operating costs sigrificantly. The

system may also face significantly increassd capital and
7 operating costs for work centers, substations, anc other
facilities as a result of environmental regulations.
However, the NU system believes that it is in substantial
compliance with current environmental laws and
regulations.

S S .

_ “iuclear Insurance Contingencies

a8 The Price-Anderson Act currently limits public hability

| from a single cident at a nuclear power plant to

$7 8 iullion. The first $200 million of lability would be
provided by purchasing the maximum amount of
commercially available insurance.  Additional coverage of
up to a total of $7.2 billion would be provided by an
assessment of 363 million per incident, levied on each of
the 115 nuclear units with operating licenses in the
United States, subject to a maximum assessment of

$10 million per incident per nuclear unit in any year. In
addition, if the sum of all public habiity claims and legal
costs arising from any nuclear incident exceeds the
maximum amount of financial protection, each reactor
operator can be assessed an additional 5 percent, up to
$3.21 in, or $362.3 million in total, for all 115 nuclear
units. The maximam assessment * to be adjusted at least
every five years to reflect inflationary “hanges. Based on

i CL&P's and WMECO's ownership interests in the three
Millstone units, and CL&P's ownership interest in
Seabrook © the NU system's maximum liability would be
$:78.1 million per incident. In addition, through CL&P's
and WMECC's power purchase contracts with the four
Yankee regional nuclear generating companies, the NU
system would be responsible for up o an addinional

$67 8 million per incident. Payments for the NU syster
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ownership interest in nuclear generating facilities would be
Limited to a maximam of $37.2 midlion ner i xdent

pet year

Insurance has been purchased from Nuclear Electric
Insurance Limited (NEILY 10 cover: (1) certain extra
costs incurred in obtaining replacement power during
projonged accidental outages with res + o 1o CL&Ps and
WMECC's ownership i terests in Millstone 1, 2, and 3.
and CY; and (i1) the cost of repair, replacement, or
decontamination or premarure decommissioning of utiliy
property resulting from msured occurrences at Millstone 1,
2, and 3, Seabrook 1, CY, MY, and VY. All companies
insured with NEIL are subject to retroactive assessments
if losses exceed the accumulated funds available 1o

NEIL. The maximum potential assessments agains
CL&P and WMECO with respect to losses ansing during
current policy vears are approximately $10 2 millica
under the replacement power policies and $11.5 million
under the property damage, decontamination, and
decommissioning policies. Although CL&T and
WMECO have purchased the limits ot coverage currently
availal le from the conventional nuclear insurance pools,
the cost of a nuclear incident could exceed available
insurance proceeds.

Insurance has been purchass 1 Amencan Nuclear
Insurers/Mutual Atomic Enve ., iability Underwriters,
aggregating $200 v dion on an industry basis, for coverage
of worker claims.  All companies insured under thas
coverage are subject to retrospective assessments of

$3.2 million per reactor. The maximura potentual
assessments against CL&P and WMECO with respect 1o
losses arising during the curcent policy period are
approximately $12.0 million.

Financing Arrangements for the Regional Nuclear
(Generating Companies

CL&P and WMECO believe that the regional nuclear
generating companies will require additional external
financing in the next several years for construction
expenditures, nuclear fuel, and ather purposes
Although the ways in which each regional nuclear
generating company will attempt to finance these
expenditures have not been determined, CL&T and
WMECO expect that they may be asked ta provide
direct or indirect financial support for one or more of
these companies.

IR R R
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Yankee Atomic Electric Company

CL&P and WMECO together have a 31 5 percent equiry
investment, approximating $6.7 million, in YAEC, a
regional nuclear generating company which owns and
aperates a 173-MW nuclear power plant. On February 26,
1992, the Board of Directors of YAEL voted to
permanently cease power operation at YAEC and begin
preparations for an orderly decommissioning of the facility.
The unit was shut down because of economic and nuclear
regulatory uncertainty associated with the restart of the
plant prior to the end of its current license, which expires in
the year 2000. Management believes that CL&P and
WMECO will recover their investments in YAEC, along
with any other costs associated with the shutdown and
decommissic.aing of the unit.

Hydro-Quebec

Along with other New England utilities, CL&P, WMECO,
and Holyoke Water Power Company (HWP), all wholly
owned operating companies of the NU systei.,, entered into
agreements to support transmission and terminal facilities to
import electricity from the Hydro-Quebec system in
Canada. CL&P, WMECQ, and HWP, in the aggregate, are
obligated to pay, over a 30-year period, their proportionate
share of the annual operation, maintenance, and capital
costs of these facilitier, which are currently forecast 1o be
$132.7 million for the -~ ars 1992-1996, including $28.0
million for 1992,

8. Public Service Company
of New Hampshire (PSNH)

NU intends to acquire PSNH, the largest utility in New
Hampshire, which supplies electricity to approximately
three-quarters of the state's population.

The Plan of Reorganization (the Plan)

PSNH was in Chaprer 11 reorganization proceedings from
January 1988 to May 16, 1991 (the Reorganization Date).
PSNH emerged from bankruptcy on the Reorganization
Date as a free-standing, independent company subject to a
contractual obligation to be acquired by NU. When
regulatory approvals and all other conditions are sausfied,
PSNH will then become a wholly owned subsidiary of NU.
PSNH's 35.6 percent ownership in Seabrook 1 will be
transferred to North Atlantic Energy Corporation (NAEC),
a newly tormed company that will be a wholly owned
subsidiary of NU.

The Rate Agreement
The Rate Agreement which provides the financial basis for
the acquisition allows, among other things, for seven
successive annual rate increases of 5.3 percent per vear (the
Fixed Rate Period). The first rate increase, which went into
effect on january 1, 1990, was held in escrow, with part
being released on th 7 arganization Date, and the
‘mainder to be r¢ en the acquisition occurs. The
second 5.5 percen case went into effect on the
Rearganizution Dy widition, the Rate Agreement
contemplates that afrer the acquisition and the transfer of
Seabrook 1 to NAEC, PSNH and NAEC will enter into
the Seabrook Power Contract (Contract). Under that
Contract, PSNH will be required to purchase the capacity
and output of Seabrook 1 for the full term of Seabrook 1's
operating license and 1o pay NAEC's cost of service.

Regulatory Approval

On December 20, 1940, the SEC approved NU's
acquisition of PSNH. The SEC has reserved jurisdiction
over several financings for which the record was
incomplete. The SEC decision has been appealed by
intervenors to the United States Court of Appeals. Two
Seabrook license amendments, necessary for the
acquisition, are pending before the Nuclear Regulatary
Commission (NRC). One would permit NAEC to purchase
PSNH's interest in Seabrook 1 and authorize North
Atlantic Energy Service Comporation (NAESCO), a newly
formed company that will be a wholly owned subsidiary of
NU, te manage Seabrook as agent for the Seabrook joint
owners. The proposal for NAESCO to be manager/operator
of the Seabrook prosect is also subject o SEC approval.

On August 9, 1991, the FERC issued a decision approving
NU's acquisition of PSNH, subject to certain conditions,
After considering vanious appeals of the August 9 decision,
the FERC voted unanimously, en January 29, 1992, 10
approve an amended decision on the acquisition. The
amended FERC decision has been appealed by numerous
intervenors and, on limited and technical grounds, by NLUL
The FERC decision will not become final until any and ali
appeals are resolved. However, hased on a review of the
amended decision, management believes that the decision
should allow NU and PSNH to mave promptly toward
compierion of the acquisition.

The FERC decision was the subject of further hearings before
the DPUC, which were completed in February 1992, The
DPUC also held hearings last fall on the financial impact of
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E s the acquisition but had been awaiting the final FERC
L A decision before issuing an overall decision on the transaction.
gy The DPUCs decision is scheduled for March 3i, 1992,

For planning purposes, management is projecting that the
PSNH acquisition will be completed during the second
quarter of 1992, While management remains optimistic
about the ultimate success of the acquisition, financing
arrangements have not been completed and regulatory

Ll Rl Y e e ]
A ] =L

if approvals a7 2 not assured.
i Acquisition Costs
= In accordance with the mers=r agreement, PSNH, with

certain exceptions, will te.. - e NU at the time of the
acquisition for its reasonable out-of-pocket costs, up to a
maximum of $45 million, incurred in connection with the
PSNH bankruptcy and acquisition. However, NU would
not be entitled to such reimbursement if the acquisition
terminates under certain conditions. Through

December 31, 1991, NU has expensed approximately
$41.5 million of costs associated with the acquisition

of PSNH.

v TS

!

|

| In addition, if the acquisition were terminated by PSNH,

| PSNH would have ro pay NU a termination fee of
$25 million in certain circumstances. If termination were a
result of NU's breach of the merger agreement, then NU
would have to pay PSNH a termination fee of $25 million.
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9. Condensed Financial Statements—DPro Forma
NU/PSNH (Unaudited)

The following pro forma financial statements of NU give
effect to the propused acquisity  of PSNH by NU. For
purposes of presenting pro forma consolidated income
statement data, it was assumed that PSNH's emergence
from bankruprey on the Reorganization Date and the
proposed acquisition of PSNH by NU had occurred
sequentially, but otherwise simultaneously, as of the
beginning of the periad presented. For purposes of
presenting pro forma consolidated balance sheet data,

it was assumed that the proposed acquisition of PSNH by
NU occurred at the end of the penod presented.

The pro forma statements included in this report combine
the company's historical December 31, 1991 consolidated
financial statements with PSNMY Ligorical Decemoer 31,
1991 finaocial statements. PSNH's historical 12-ronth
wicome statement for the period ended December 31, 1991
is uerived from the sum of four and one-half months of pre-
reorganization data and seven and one-half months of post-
reorganization data.

The adjustments necessary to derive the pro forma dara are
based on available information and certain assumptions,
incluliing t .« following:

{1) PSNH will apply traditional utility principles of
accounting that will recognize the economic impact of
the Rate Agreement, which provides the financial basis
for the acquisition, in its financial statements. For
purposes of deriving pro forma data, it 1s assumed that
the rate increases were reflected in income beginning on
January 1 of each year, commencing with January 1, 1990,

(2) The amount of the regulatory asset, which represents
the aggregate value placed by the Plan on PSNH's
assets in excess of the net bool value of PSNH's
non-Seabrook assers and the $700 million value
assigned to Seabrook by the Plan, will be calculated at
the acquisition date in accordance with the Rate

Agreement.

(3) The Plan provides for the issuance at the acquisition
dare of warrants to purchase approximately 8,431,000
NU shares to holders of certificates issued in accordance
with the Plan to former preferred and common
stockholders of PSNH. Each warrant holder will have
the right to purchase one NU common shate at a price

B e e s

of $24 per share until the warrants expire five years from
the acquisition date. Since the $23% market price of
NU's common shares at December 31, 1991 was helow
the exercise price, the warrants have no effect on the
pro forma financial informartion presented.

{4) In accordance with the Plan, PSNH will, with certan
exceptions, reimburse NU for its reasonable out-of-
pocket costs, fees, and expenses. up to a maximum
of $45 million. The reimbursement for these costs
is not reflected in the pro forma statement of income
other than as reflected in the calculation of the
regulatory asset.

The pro forma financial statements do not give effect to the
synergies arising from the acquisition, which are expected to
occur after the acquisition date. The New Hampshire
Public Utilirie. Commission found, in s July 20, 1990
decision approving the acquisition of PSNH by NU, that
NU, acting prudently, should be able to bring a minimum of
$300 million in net present value of savings to PSNH as a
result of the acquisition.

The equity collar under the Rate Agreemer  ovides upper
and lower limits on the level of the cumulative present
value return on equity that may be achieved during the
Fixed Rate Period. These pro forma financial statements do
nat include any effects on revenues or expenses that may
result in the fuiure if rhe equity collar goes into effect.
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Notes to Condensed Pro Forma Consolidate. Statement

of Income

{a) Reflects PSNH s Operating Revenues and Fuel and
Purchased and Net Interch...ge Power effects of the

Rate Agreement.

(b) Eliminates intercompany transactions between NU
and PSNH.

{¢) Eliminates the company's nonrecurring expenses
associated with the acquisit' == of PSNH.

{d) Adjusts depreciation of PSNH's Seabrook plant to
reflect depreciation on the $700 miilion value
permitted by the Rate Agreement plus capital addirions

E- subsequent to the Reorganization Date. The Seabrook
- plant is being depreciated on the straight-line method
!‘ at rates designed to depreciate the plant fully over the

i remaining life of the NRC operating license.

: (€) Amortizes $425 million of PSNH's regulatory asset on a
‘i' straight-line basis over the first seven years after the

3 Reorganization Date, and the remainder of $491.7

f million on a straight-line basis over the first 20 years

i.. : after the Reorganizatice Date.

! (0 Reflects the income tax effects of the pro forma

F: adjustments.

{g) Reflects the deferred retum on PSNH's Seabrook
mvestment not yet in rate hose. The Rate Agreement
provides for the phase-in to rate base of PSNH's $700
million initial investment in Seabrook over a six-year

periad.
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(h) Eliminates PSMNH's historical interet/preferred

dividends and reflects the annualize d » rerest/preferred
dividends subsequent 1o the acquisition as follows:

Pro Forma
Principal  Annualized
Outstanding  Interest/
or Aggregate  Preferred
Par Value  Dividends

{ Thenasands of Dollaes)

Long-Term Debt:
PSNH:
First Mortgage Bonds:

Series A Bords, 0"/’3%
due 1996 (1) $ 172,500 § 1530

Series B Bonds, 9 17%,

due 1998 (1) ] 170.000 15,589
Securing Tunbk Po!luncm

Conerol Revenue Bonds,

Variable Rate (assume 5.0%°

due 2021 (IN2). o 289,000 11,450

Securing Tax Exempt

Potlution Control Revenue

Bonds, 7.59% due 2021 (1) . 2R7 48% 11 820

Term Loan, Variable Rate

(assume 5.0%) (M 400,000 20,000

Amortization of Debt

Tssunnce Costs . v N/A 138)
58,985 R7.549

NAEC:
First Mortgage Bonds:
{assume 9.0%) . Saiteare 355,000 31,950
Naotes 15.23%, auezouom ..... 205,000 3222
Amaortization of Debt
bssuance Costs ... N7A 1,050
560,000 64,222

NU:
Term Loan, Variable Rate

(assumne 5.0%3 ... s 51,000 1,55
NU Debt Securities:

ESOP 1, 8.58% (11/12 of

ane year)(5) .. . Mo 175000 13,764

ESOF 11 (assume 8.5%) ... 75,000 A175
ESOP Dividends Used to

Pay Dobt Service .o e N/A {(18,891)
Amortization of Debr

lssuance Costs ..o NiA 837

301,000 4,635
$2.119985  §156.406
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";L? ‘ NU/MPSNH Condensed i'ro Forma Consolidated Balance Sheet (Unaodited) !
iy .
ot Pro Forma '
o, - e Giving Effect |
. Historical® e Pro Forma To Proposed ‘
a3 , NU Adyusrments Transactions
' As of December 31, 1991 Consolidated PSNH {Unaudired) (Unaudired)
:- { Thousands of Dallaes)
Assets
e Utihity PLant, nen ..o ot § 5257567 8§ 1384560 § - § 6642127
; Other Property and Investments ... 254,803 21,598 — 275,401 |
e Current Assets:
| Cash and special deposits. ... 372N 1,357 (340 )ia 318,288 |
[! R L ot i ot e s i bbb sk oo b eyt 610,656 203,638 (24,528 v T8O 766 l
| 647,927 204,995 (24,568) 828054 |
3 Deferred Charges: |
1 RONRINTY B < vovarpisieisimiipiegramsamnssistiissmes it — B64.972 51,729 916,701
} N S N P BN S e 621,449 158,400 14,200 (0 850,264 '
E 64 987 (&) -
| (8,772 |

' 621,449 1,023,372 122,144 1,766,965 |
g Total ASSEth...cos oo § 6T8L746  § 2636525 8 97276 § 0515547

’ Capital:zation and Liabilities:

Capitalization:
; Common sharehalders' equity v $ 1876074 § 684424 $ (46072400 § 2099774
| Prefersed stock not subject 1o
| mandatory redemption . ke 394,695 - — 194,695
Proferred stock subject 1o
| i syt b I 167,892 125,000 A 292 892
‘ BRI U 0k oy s 5 PRSI B 2,616,932 1,436,221 4290000 (1)  4.482.153
5,055,591 2,245,645 {31,724) 7,269,514
l, bligations Iaier Cupital Lanes:.c.corsvicrronerioan 213,374 - o 213,374
i N A N 62,500 108,000 147.000 (#) 317,500
[- Cher Cument Liabllithes . c...ammimimssmmmiminn 619,232 251,387 (33,300 852,619
15,300 0

' Accumulated Deferred Income Taxes ..o 569079 - s 569,079
I Other Dieferred Crodith....c.vo o RS 261968 31,493 = 201,461

I 1

2 Total Capitalization and Liabilities ..o $ 6,781,746 § 2636525 $ 97276  § 9515547

. *Derived from awlited dava.
g The pro forma financial data ave presented to comply with the SEC s regulations, which permic only bimited adiusements 1o hstorical daza

Li

i The pre forma fimancial data are not a forecast or projection for any future date or peviod, nor ave they a representanon of what the company’s financeal

position or resules of operations wowld actually have been if such transacnons in fact had occurved during the period presenced
See accompanymg Notes to Condensed Pro Forma Consolidated Balance Sheet
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CUNSOUDATED S TATEMENTS OF OUAHTERLY FINANCIAL DATA (UNAUDITED)
R I I I I I R R R I ) L I I S Y
S e e e e P iy Qu.r.tnil;nd«d
‘.?9.!.__,__.___-,- N Sy SRR s . M'H}h 3 R ]x;mr ‘\j' 7 \‘(‘rr»“m’-m W December 3
| Thcusands of Dvllars. excent per share dita)
Operating Revenues ... : $ 701,189 $ 636,962 Sa92 722 $722.8%
e e m———— e s -
Operating Income. s $ 110,503 $ K8 482 $ 105,453 $ 85,074
Net Income : & 6RR2S $ 50,931 $ 67.113 $ 49,840
Earnings Per Common Share $0.6) $0.46 $ 0.60 (.43
v — - cenammemony S ———— ———
1990 - . - R A TR R T A 4 N
Operating Revenues s . § 680322 $ 603801 $ £75.307 $ 656680
Operating Income . v A $ 109021 $ 86962 $ 105.68] $ TR80K8
- ————_e— - v ———
NEt INCOME . oviveeiiriicniraiiiins - e $ 56109 $ 40678 $§ 65804 §  IN124
v o s——— - o ———
Earnings Per Common Share M $ 0.61 $ 037 $ 0.61 $ 018
| co—— ————— Sua — e——
CONSOLIDATED GENERAL OP.  .ING STATISTICS
S A A T | IR R R
System Capability =MW (2) ..ooricmmmimiimsinrims 5,916.2 5,909.6 5.963.7 §.737.7 5.564 5
Svstem Peak Demand—MW ... 4,999.8 47539 48580 48833 45905
Nuclear Capacity—MW (a)........ v etk 2,380.0 14595 2,397.1 2,590.4 2.420.2
Nuclear Capacity Factor (%) () .c..ccooviiiimirmmcnsns 46.4 722 712 9.2 4.9
Nuclear Contribution to Toral
Energy Requirements (96) (a) ..o, 43.5 51.5 56.8 68.5 68.5

{a} Includes the system's entitlements in regional nuclear generating companies, net of capacity sales and porchases
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Balance Sheet Data:
Net Utility Plant—

1991 1990 1989 1088

{ Thawasands of Dallars, except percentiges ! share data)

Continting OPerations .......wq e e s $35,257.567 $5,265,168 $5.237.805 $5.267.629
Discontinued Gas Plant ...o.oiiviicininn - - s 154 587 ]
Toral Assets... L 6,781,746 6,601,371 6,523, :02 6. 764 608 |
Toual Capuahmmn @ 5,138,426 4,965 859 4.954,08 5,123,504 |
Obligations Under Lqmal Lzases u) 279,729 119,545 141 ..’46 410,352
Income Data:
Continaing Operations:
Operating Revenues ... $2,753,803 $2616319 $2.473571 $2.268.607
Net Income ... R 236,709 211,007 203,225 224 544 |
Eamings per Common %arc $2.12 $ 194 $ 187 $ 207 l
Discontinued Gas Operations: |
Operating Revenues ... v . $ - 8 - $ 124229 $ 200243
Net Income .. — — 5,858 9,078 |
Earmings per oo BHAY oo $ - $ $ 0.08 $ 0.08 |
|
Common Share Data: |
ERNDATIRE BT TN a5 cvnrins i rdosirheseisruciimciasistes robeses $2.12 $ 194 $ 192 $2.15
Dividends per Share. ... $ 1.76 $1.76 $1.76 $1.76
PP TRBEI T) .orsombreesssiisrenssimsiaississssensses 3.0 90.7 91.7 819
Number of Shares
Outstanding—AVerage ... 111,453,550 109,003,818 108,669,106 108,669,106
Market Price—High... . ... P $240/ $22% $23 $23a
Market Price—=Low......oconmmminmmmmimes $19 $177s $18% $ 184
Market Price—Closing Price
{end of year) ... N < L T $23%s $20 $221h $ 1974
Manucper‘ihm (undufvear) ......... e $15.73 $16.34 $16.13 $16.90
Rate of Return Earned on Average
Common Equity (%6} ..covcioimmmmninss 13.0 12,0 11.8 130
Dividend Yield (end of year) (%) .o 74 88 78 89
Masker ro-Book Ratio (end of year) .o oo 1.5 1.2 1.2
Price-Eamings Ratio (end of year).............. 11.1 103 11.7 9.2
Capitalization: (a)
Common Shareholders' Equity ..o $ 1,876,074 $1,790,758 $1,752,395 $1.837.034
Preferred Stack Not Subject
o Mandatory Redemption ..o 394,695 394,695 394,605 144 695
Preferred Stock Subgect to
Mandatory Redempeion ... TSRy 170,394 176,892 {81,802 111,832
Long-Term Debt .........c..... e b Bt i 2,697,263 2,603,514 2,625,101 2,829,943
Total Capialization ... .o simommiravi s $5,138,426 $4.963 859 $4.954 083 $5,121.504

{a) Includes porrions due within one year.
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1987 1986 1985 1954 1983 1982
{Thousands of Dillars, except percentages and share dara)

$5,229.242 $5,1208:2 $5.204,687 £4,650,428 $4,122,692 $ 3,570,710
237,903 224,581 214,115 204,187 191,861 183,322
6,663 794 6,299,755 6,147,720 5,507,040 4957027 4,300 368
4,956,080 4,743 914 4,681 995 4419404 1,954,569 3,465,395
432,714 441,183 440,587 392,593 337636 286,601
$2.035,554 $2.006,842 $1.969 225 $2.030.557 $1,746.425 $1.641,308
214,520 171,234 277,768 276,618 200905 143,040
$ 197 $ 158 3 262 £ 211 £ 224 $ 167
$ 202816 $203.814 $220,010 224430 $ 238999 $224447
14,616 10,708 10,773 12,323 11,643 8,202
$ Q14 $ 010 $ 0.10 $ 012 $ 013 $ 09
$ 21 $ 168 3202 $ 285 $ 237 $ 17
$ 176 $ 168 $ 158 $ 148 $ 138 $ 128
814 100.0 58.1 519 58.2 2.7
108,669,106 108,352,517 106,221,131 101,398,235 93,497,945 85,777,230
$28 $28s $18Y% 1434 $137s $121:
$18 $17s $13% $ 1058 $11% $ 8
$201/4 $24Y4 $17% $14'4 $124 $121
$16.53 §$16.24 $16.21 $15.07 $1384 $1298
128 104 174 198 17.8 138
8.7 6.9 59 104 113 10.6
1.2 1.5 1.1 09 09 09
9.6 145 6.5 50 5.2 6.9
$1,796,293 $1,765,090 $1,738871 $1.575,705 $1.361.724 $ 1,159,698
291,195 291,195 291,195 291,195 291,195 291,195
205,832 166,832 185,833 186,978 188,547 104 461
2:662,760 2.520.797 2.466,096 2,265,526 PR RN [aF) 1,910,041
$4,741914 $4.681 995 $4,319,404 $ 3,954,569 $ 3,465,395
e et e ———— B et T e b ¢ r—— e

$4.956,080
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CONSOLIDATED ELECTRIC OPERATING STATISTICS

R I I e I R N

DR

R I A )

1991 [ 990 | 989 | 98%
Source of Electric Energy:
{kWh—millions ) (2
Nuclear—Steam ARUN 17,724 172,119 19, 146
Fossil—-Steam ... . 6,179 6,829 956 8,503
Hydro —Conventional Qg 1.174 956 825
Hydro—Pumped Storage 1,173 1,250 1,194 L1
Internal Combustion ... Pt il ." 84
Energy Used for Pumping .. (1,603) _(1,688) (1,619} i1, W-“U
Net Generation 17,828 25300 6673 2546
Purchased and et Interchange 13,430 6,249 5178 2456
Company Use and Unaccounted for (1,958) - (l_? 8 ) _(2,304) (2.13%)
Net Eneray Sold 29,300 20611 20,547 28 §83
| —— e — | ——t— =t —_
Revenues: (thousands)
Restdential $ 995,008 $ 938032 $ RO8.471 $ 8318011
Commercsal ..o..cocviivoninisieesass 828,117 TR 478 734,709 673,810
Industrial . 419,003 410,125 191 661 366,517
Orher Uulmcs . 06,231 146,087 101,045 227,653
Streetlighting and R:ulm.\ds IN, 656 317,195 15,499 j ‘ 151
Muscellaneous . Bt riir st el 49,539 41,881 64,181 §2 lfN
Total Elestric.......... -.lv% b4 '\h:.T‘)‘) 2425067 220132
Orher .. oiox 57,159 __5__3};& __47_‘4_011 4728
Tmal,.. ! $2,753,803 $2.616319 $2473571 $2. Im\(.u
Salest (KWh—miilions)
Restdential. 9,518 9,500 9,504 9412
Commercial oo 8,900 KUKl R.757 N 587
Industrial . oo 5,208 5,445 5557 5,515
Orher Uuhnm ,,,,,,,,,, o 5,188 5,394 5,351 4771
Strectlighting and R.ulnnd; o 286 188 188 - m
g £ e 29,300 19611 19,547 28,585
A S, a0 = | S ——
Customers: (average)
Residential ..oy 1,150,387 1,145,142 1.134,588 1,117,356
Commercial .o, 102,867 02,900 101,301 98,095
Industrial ...ooiineinns B B B Tl .; 067 5.114 5.000 5.063
B DT S o e i e i s AP S A S s 3,305 3,283 il 3 .‘.‘.’
Toeal .o 1,261,596 71,256,439 1,244,256 1.223.7
- ve——— ce—— | — ———
Average Annual Use Der Residential
Customer (kWh) . N, 285 8, 3104 8460 H418
Average Annual Bill Per Residential
Customer. R S R66.20 $ RI904 $ 79228 $ 74954
Average Revenue Per KWhi
Residential..... ... 10.45¢ 987¢ 3.36¢ 890¢
Commercial ..., 9,30 5.78 519 7.8%
Industrial ... 8.05 7.53 105 6.62

() Generated in systemy and regional nuclenr genwerating companies

NUORTHEAST UTILITIES ANI
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L wal ]
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.Ql.’i.o‘ll..l0'!00.0.00'0thQ.tcolQlll'.t.lu..Olooucococ;-.oco.onolon'.-tooct‘lolcncaaouloo-ol':---o

L
] 1987 1986 e e 981w
i
¥
| 18,019 16,624 11,453 13,711 10,898 12,343
7912 9,048 8,328 9,063 7.963 7.503
| 866 595 726 840 833 791
s 973 950 925 875 897 795
| 19 33 16 4 13 15
(1,322) (1,293) (1.287) {1,199) (1,144) (108
k: 26,487 26,257 20,158 23,326 19,360 20389
|
[ 2.58% 3,328 5,398 2816 4 6458 2743
i {2.082) (2,050) (1,859) (1,793} (1,801) (1.631)
‘ 26,0900 27.538 23,697 14 449 22,207 21,451
| e P T o A RS .
!
- $ 780,866 § 741838 $ 75007 $ 754,075 § 668794 $ 633,124
s 630,678 602,924 606,414 589 898 515,750 479976
, 153,394 350,310 371.0719 381,289 332,460 114,420
| 203,642 234222 165,071 216,227 151,800 150,357
' 12,318 34,741 34 899 32,252 26,456 23,767
{15,146) (2.464) 9,698 29,340 28413 23,114
1,982,752 1,961,571 1,937,237 2,003,081 1,723,673 1,624,758
- 55,802 T 45.271 31,988 27476 22,7152 16,550
.' $2.038,554 1,006,841 $1.969,225 $2.030.557 $1,746 425 $1.641,308
\: o s e e 0 o s e e e e ae vt s | et e s
E 8.825 8,274 7.837 7.804 7,554 7.342
| 8,151 7676 7,185 6.904 6,493 6,166
; 5,449 5,394 5,286 5374 5.046 4571
; 4,284 5,583 3.004 4113 2910 2,895
; 281 308 295 254 ) 104 177
1 3 - 4 1 3 2
? 16,990 37.535 23,697 ‘41“9 22,207 21,451
F ;
} 1,091,539 1,063,998 1.041,254 1,021 87 1,005,005 991,069
; 94,164 90924 88,031 85,658 83,955 88,315
|. 5,084 5.102 5,087 5.022 4979 5,004
» 120 0% 3067 3023 3010 2418
1,193,907 1,163,120 1,137,439 1,115,576 1,096,949 1,086,516
¢ ————— | —— o cnan oy —— £ = e st s A e v . e Bt A
8,061 7.746 7492 7,596 7472 7.361
$ 71324 $ 69451 $ 717.06 § 73400 $ 66157 $ 63471
BRS¢ B97¢ 9.57¢ 966¢ K85¢ R62¢
7.74 785 844 854 7.94 778
649 6.49 1.02 7.10 6.59 645
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e el |

OFFICLRS 5 Xt e
Chairman and Chief E;ygnﬁwgﬁccr *Richied A Revkant
- FosullHwdro Engineermg and Onerations
W i '
Bocen 8. P Wayne DL Reanherg
. Nuclear, Opevanons Services
President and Chief Operating Officer
T QPS 1 - Frank P. Sabaninng
Bernasd M. Fox Marketng
E 4 C. Frederick Scars
Executive Vice President Enpronmental
John F. Opeka *Gearge . Uhl
’wa { ;l'mﬂll‘h
Roger C Zaklukiewicz
Senior Vice Pn%u Transmission and Distrintion
wrm té»sm Regional Vice Presidents
John P. Cagnutta Robert G. Abunt
Corperate Plarming and Regubsrory Relavons Western Massachusetts
Frank R Locke Richard R. Carella
Chief Admunistsative Officer-New Hampshire Eastern
Hugh C MacKenzie Lesley C. Gerould
Customer Sevaice Operanons Southem
*Lawrence H. Shay *Roy C. | Normen
Admmistrative Services Northern
*Walter F. Torrance, Jr. Alfred R. Rogers
Secvetary and General Counse! Central
*Robert W Zongherti
Vice Presidents Western
g Assistant Conteollers :
Eric A DeBaha Patrwn B McLaughlin
Nudlear, Engineering Services *S James Morneasht
I‘m - Assistant Secretaries L el 2o
Cheryl W. Grisé Theresa H. Allsop
Human Resources *Douglas R. Teece
Barry Itherman Karen G. Valenti
Corporate Plannimg :
Feshciel, Kinwes Assistant Treasurers - Ak
Public Affaers Robert C Aronson
Keith R Marvin Arthur H. Hierl
Prerchasing and Materials Management Eugerwe Ui Verreleuille
John W Nowyes
Kegrdatery Relagens

*1 fan cdeeredd 10 partiipote oy i ndintary vanly retrement plan wesd will reime m 1992

Exev wtive Changor—Rabert E. Busch was dlected executive vice presaleny and chief financial officer. cffective Apmil 1 (992 John F. Opeka way clecrad
executive v presidente—Nuckar, effectoe Noveniher 1, 1991 Evic A, DeBarba was elected vice president—Nuckar . Engimeering Sevowes, effevuve March |
1997, Cherel W, Grisé was clected wice president-—Human Resources. effective June 1. 1991 Barry Hberman wus clected vice president=—& orpeaane Plmning,
effectve January 29, 1992 Keith R. Marwin was eleceed e president—Purchasing and Cieneral Services, effective April | 1990 John W. Noves was elevted
wice and conerller, effectve April | 1992, Wayne D. Rm elected vice presilent=«Nuclear, Opevations Services. effechwe March [, 1990

C. Free Sears was clevted e president—Enveronmenial, effectve h 1, 1992 and George D). Uhl was clecred vice presulent, effective Aprd 1, 1992
Edward J. Myoctka, senior vice presidens—Nuclear Engineerng and Operations, rengned in 1991 after 24 years of wrvice

Retivements —Albert J. Hujek, vice president—Carporate Performance Sesvices and Organizational Control, retired in 1991 after 44 years of sevvwe. and
Winslow C. Wentworth, Jr., Anssant Conpoller, venred in 1991 after 32 vears of sevewe

I Memuriam—We note with sadness, the passing, Jmmt'!)w year. of Warren A. Greten, reurs! vice presidons—TF ol ard | sde s Precdiciiion e
As of March 1, 1992
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OFFICERS

William B. Eilis

Chatrman of the Board and Chuef E secunve Officer
Bernard M. Fox

President and Chief Operating Officer
Robert E. Busch

Senior Vice President and Chief Financial Officer

Walter F. Torrance, Jr.
Senior Vice President, Sxcvetary, and General Cownsel

C. Thayer Browne
Vice Presdent and Treasurer

D. Ukl
Vice President and Conroller

Theresa H. Allsop
Assistant Secretary
Karen G. Valenti
Assistant Secrewary

Robert C. Aronson
Assistane Treasurer

Arthur H. Hierl
Assiszant Treasurer
Eugene G. Vertefeuille
Assistant Treasurer

* Executive Committee

+ Finance Committee

# Audit Commirtee

t Committee on Omganization,
Compensation and Board Atfair

* Cuorporate Responsibility Commirree

S B L e e e e e - S

R I R

IRUSTEES -

+# Richard L. Creviston
Retred Chairman and a Divector
NESB Corp and 1s subsidiary hanks

17 George David
Presudent, Chief Operatmg Officer, and a Directn
{nited Technologies Corporanion (proudes prixducts.
rystems | and sevwices to aevospace and defense,
comstrction, and automotive industres)

*t Donald W. Davis
Chairman of Executive Commuttee and a Direcior
The Stanley Works (wols, hardware . and industrial
products)

*+# Donald J. Donahue

Chatrman
Magma Copper Company

*+ William B. Ellis
Chairman of the Board and Chief Executve Officer

*+ Bernard M. Fox
President and Chief Operating Officer

*1° George B. Harvey
Chatrman of the Board, President, Chief Execunive
Officer, and a Director
Pimey Bowes Inc. (mailing and office products, business
supphies, and fmancial services)

#1° Eugene D. Jones
Seruor Vice President
Gremer Inc (consulung engmeers)

+° Elizabeth T. Kennan
Presudent
Mount Holvoke College

*4+1 Denham C. Luat, Jr.

Chairman and a Divector
Lunt Sthversmuths

+#° Burke Marshall
Nicholas deB. Karrenbach Professor of Law
Yale Law School

*#t° William J. Pape 11
Publisher

Waterbury Republican- American (newspaper)

+#° Norman C. Rasmussen
Professor of Nuclear Engineermg
Massachusetts Institute of Technology
44t Albert E. Steiger, Jr.
Charman and a Dirzctor
Alber: Steiger, Inc (department swore cham)

Kathrm §. Fuller resigned w a Trusiee m 1991 o3

As of March |, 1991
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SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549-1004

Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

(Mark One)

X_ ANNUAL REPORT PURSUANT TO SECTION 1 9R 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1534 [FEE REQUIRED)

For the fiscal year ended December 31, 1931

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURIT
EXCHANGE ACT QF 1934 [NO FEE REQUIRED)

"ar the transition period from

Commission file number 1-7316

COMMONWEALTH ENERGY SYSTEM
(Exact name of registrant as specifiec in

its Declaration of Trust

Massachncetts . - -1662010
(State or other jurisdiction of

er,.u)er
incorporation or organization) No

One Main Strect, Cambridge, Massachusetts
(Address of ern;xpaf executive officer)

(Registrant's telephone number, including aresa code) (617) 225-4000
Securities registered pursuant to Section 12(b) of the Act:

Title of each claas Name of sach exchange on which registe
Common Shares of Beneficlal "New York Stock Exc hange, Inc.

Interest §4 par value Boston Stock Exchange, Inc.
Pacific Stock Exchange, Inc.

-

Securities registered pursuant to Section 12(g) of the Act:

Titie of Class
ne

-
NO

te by check mark if disclosure of delinguent filers pursuant tc
©f Regulation S-K is not contained herein, and will not be
to the best of rcq;strant" knowledge, in definitive proxy or

statements incorporated by reference in Part IIl of this
)=-K or any amendment to this Porm 10-K. .

Indicate by check mark whether the registrant (1) has filed all
required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period
that the registrant was ro*uxrod to t.xo Such reports) and (2) has been
subject to such filing requirements for the past 90 days. YES X NO

reports

Aggregate market value of the
1

votli
registrant as of March 16, !

v n held by non-affiliates of
952 $38 .88
Common Shares outstanding at March 9921 ),042,058 shares
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of Exhibits begins this report
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BART 1.
item 1. Business
General

Commonwealth Energy System, a Massachusetts trust, is an unine
corporated business orgunization wi“} _caunsferable shares. It is
organized under a Declaration vi Trust dated December 31, 197%, as
amended, pursuant to the laws of Massachueetts. I: is an exempt
public utility holding company under the provisions of the Public
Utility Holding Company Act of 1935, holding all of the stock of four
operating public utility companies. Commonwealth Energy System, the
parent company, is referred to in this report as the "System" and
together with its subsidiaries is sometimes collectively referred to
as “the system."

The operating utility subsidiaries of the Syctem are engaged in
the generation, “ransmission and distribution of electricity and the
distribution of natvral gas, all within Massachusetts. These subsid-
iaries are:

F.ecxzic Gas

Cambridge .locctric Light Company Commonwealth Gas Company
Canal Ele.iric Company
Commonweelth Electric Company

In acdition to the utility com_anies, the System alsc owns all of
the stock of a steam distribution company (COM/Energy Steam Company),
five real estate trusts and a liquefied natural cas (LNG) and vapor-
ization facility (Hopkinton LNG Corp.). Subsidiaries of the System
have common executive and financial management and receive technical
assistance as well as financial, data processing, accounting, legal
and other services from a wholly-owned services company subsidiary
(COM/Energy Services Company).

The five real estate subsidiaries are: Darvel Realty Trust,
which is a joint-owner of the Riverfront Office Park complex in Cam-
bridge; COM/Energy Acushnet Rralty, which leases land to Hopkinton LNG
Corp.; COM/Energy Research Park Realty, which was organized to develop
& research building in Cambridge; COM/Energy Cambridge Realty, which
was organized to hold various properties; and COM/Energy Freetown
Realty (Freetown), which was organized in 1986 to purchase and develop
596 acres of land in Freetown, Massachusetts.

Freetown's preliminary plans called for the development of an
energy park, the first phase of which included the construction of a
440 megawatt (MW) generating unit, through the joint efforts of
Freetown and Texaco Syngas, Inc. a. 1 subsidiary of General Electric
Company (the co-developers).

Effective November 30, 1991, the co-developers notified Freetown
of their intent not to continue with the project due to poor economic
conditions and significant declines in regional load forecasts which

-
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Business (Continued)

begin receiving steam service in June 1992. Necco will become the
fourth largest customer of COM/Energy Steanm.

Industry in the territories served is highly diversified. T}
larger industrial customers include high-technology firms and manu-

‘ facturers of such products as photographic egquipment and supg

@

31 lies,
rubber products, textiles, wire and cther fastening devices, abrasives
and grinding wheeis. candy, copper and alloys, and chemicals. Among
customers served are several major educational institutions, including
Harvard University and the Massachusetts Institute of Technology

Le- -,_&;___‘_»*QL x.-.r'. :.‘l

‘ System companies own generating facilities with a capability
totaling 1,078.4 MW. 1Included in this amount is 572 MW provided by
Canal Unit 1, of which three-quarters (429 MW) is sold to neighboring
utilities under long-term contracts, and 292 MW provided by Canal Unit
. In 1551, Canal executed an exchange transaction with Central
Vermont Public Service Corporation (CVPS) whereby 50 MW of Canal Unit
2 was exchanged for 25 MW each of CVPS's entitlement in the Veinont
Yankee nuclear power plant and the Merrimack 2 coal-fired unit throug
October 1595 in ordeyr to reduce the system's reliance on oil Another
214.4 MW is provided by various smaller system units Of the 645.4 MW
available to the system, 66.4 MW is used principally for peaking
purpocses. Seabrook 1 provides 40.5 MW of capability to the system and
Centr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>