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The Connecticut Light and Power Company and Subsidiaries

MANAGEMENT 'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FINANCIAL CONDITION
Overview

The Connecticut Light and Power Company’'s (CL&P or the company), the
Northeast Utilities (NU) system’s (NU system) largest operating
subsidiary, earnings totaled $148.1 million in 2000, compared with a
loss of $13.6 million in 1999 and $195.7 million in 1998. The 2000
results represented CL&P’'s first annual profit since 1995. CL&P
benefited from the return to service of the Millstone 2 unit in May
1999 and the strong performance of the Millstone 2 and 3 units in
2000. Millstone 2 operated at a capacity factor of 82 percent in 2000,
while Millstone 3 operated at a capacity factor of wvirtually 100
percent in 2000. However, management projects that CL&P’s earnings
will decline in 2001 as a result of the expected sale of CL&P’'s share
of the Millstone units, other rate adjustments and the pending
resolution of the over-earnings docket. Although CL&P’'s earnings are
expected to decline, its return on equity 1is not expected to be
compromised.

In 2000, CL&P’'s revenues increased to $2.94 billion, up 20 percent
from $2.45 Dbillion in 1999, primarily due to higher wholesale
revenues. Revenues were $2.39 billion in 1998. This growth in
revenues was offset by a 5 percent retail rate decrease on January 1,
2000, for customers of CL&P.

Consolidated Edison, Inc. Merger

In 2000, NU and Consolidated Edison, Inc. (Con Edison) received most
of the approvals needed to complete the merger announced in October
1999. Shareholders from both companies approved the merger in April
2000, and all state regulatory approvals were granted by the end of
the vyear. Additionally, the Federal Energy Regulatory Commission
(FERC) approved the merger in May 2000, the Nuclear Regulatory
Commission approved the transaction in August 2000, and the United
States Department of Justice approved the merger in February 2001.
Necessary approval from the Securities and Exchange Commission (SEC)
was expected to be received in mid-March 2001.

Oon February 28, 2001, NU’'s Board of Trustees requested that Con
Edison provide reasonable assurance, in writing, that it intended to
comply with the terms of the definitive merger agreement between the
two companies. This included assurances that Con Edison would
consummate the pending merger at the price set forth in the agreement
promptly following the receipt of SEC approval. The original request
for assurance was to be received by March 2, 2001, however that date
was later extended to March 5, 2001. On March 5, 2001, Con Edison
advised NU that it was not willing to close the merger on the agreed
terms. NU notified Con Edison that it was treating its refusal to
proceed on the terms set forth in the merger agreement as a



repudiation and breach of the merger agreement, and that NU would file
suit to obtain the benefits of the transaction as negotiated for NU

shareholders. On March 6, 2001, Con Edison filed suit in the U.S.
District Court for the Southern District of New York (Southern
District), seeking declaratory judgment that NU failed to satisfy

conditions precedent under the merger agreement. On March 12, 2001, NU
filed suit against Con Edison in the Southern District seeking damages
in excess of $1 billion arising from Con Edison’'s breach of the merger
agreement . NU cannot predict the outcome of this matter nor its
effect on NU.

Liguidity

CL&P’'s net cash flows provided by operating activities decreased to
$259.9 million in 2000 compared to $299.4 million in 1999 and $364.1
million in 1998. Reductions in depreciation and amortization expense,
primarily as a result of industry restructuring resulted in a decrease
in net cash flows from operations. Industry restructuring in
Connecticut required a retail rate reduction of 5 ©percent on
January 1, 2000, further reducing cash flows from operations. These
decreases were offset by a $161.7 million increase in net income for
the year ended December 31, 2000, compared with the same periods in
1999 and 1998 which increased cash flows from operating activities.
Finally, the payment of taxes which occurred in 2000 related to the
1999 sale of generation assets, also decreased cash flows from
operations. Cash flows from operations partially met the payment of
CL&P’s common and preferred dividends ($79.4 million) and investments
in electric utility plant, nuciear fuel and nuclear decommissioning
trusts ($269.1 million). The level of common dividends totaled §72
million irn 2000, as compared to no commor. cividends paid in 1999 and
1998. The level of preferred dividends decreased to $7.4 million in
2000, compared with $12.8 million in 1999 and $14.1 million in 1998,
reflecting CL&P's ongoing effort to reduce preferred stock
outstanding. CL&P currently forecasts construction expenditures
ranging from $206 million to $231.1 million for the year 200L.

The transfer of 1,289 megawatts (MW; of hydroelectric generation
assets to Northeast Generation Company, an affiliated company, from
CL&P and Western Massachusetts Electric Company (WMECO) in March 2000,
produced a significant source of cash for CL&P and WMECO. CL&P used
this cash to retire long-term debt, preferred stock and to return
equity capital to the parent company. Financing activities for 2000
included $578.6 million for the retirement of long-term debt,
Ppreferred stock and common stock, compared with $639.8 million for
1999 and $80.7 million in 1998.

In November 2000, CL&P and WMECO reduced their revolving credit
agreement to $350 million from $500 million to reflect lower borrowing

needs post-restructuring. This agreement was renewed with more
favorable terms as a result of the NU system’s improving credit
profile. In January 2001, Moody’s Investors Service and Standard and

Poor’'s upgraded their credit ratings for CL&P primarily as a result of
the anticipated sale of the Millstone units and NU’s general financial
recovery. In February 2001, Fitch IBCA upgraded its credit ratings
for CL&P. These upgrades return CL&P’'s unsecured debt to investment



grade ratings for the first time in five vyears and will save the NU
system in excess of $4.7 million annually in financing costs.

For further information regarding CL&P’s borrowing facilities, see
Note 2, “Short-Term Debt,” to the consolidated financial statements.

In 2001, NU expects to reduce the capitalization of its regulated
electric operating companies significantly as a result of continued
asset sales and securitization of stranded costs. CL&P expects to
receive gross proceeds of $843.2 million as a result of the sale of
its ownership interests in the Millstone units to Dominion Resources,
Inc. (Dominion). This sale i1s expected to close as early as the end
of March 2001. The cash proceeds are expected to be used to repay
subsidiary debt and capital lease obligations and to return equity
capital to the parent company. -

By the end of 2002, CL&P expects to complete the auction of its share
of the Seabrook Station nuclear unit (Seabrook). Cash proceeds will
be used to retire debt and to return equity capital to the parent
company .

In November 2000, the Connecticut Department of Public Utility Control
(DPUC) approved CL&P’s request to securitize an amount not to exceed
$1.55 billion of approved, eligible stranded costs, primarily related
to above-market purchased-power contracts and generation-related
regulatory assets. CL&P plans to use approximately $400 million of
those proceeds to reduce debt with the remaining proceeds to be used
to buydown and buyout above-market purchased-power contracts and to
return equity capital to the parent company. However, the Office of
Consumer Counsel (0OCC) has appealed the securitization order to the
Connecticut Superior Court. On March 1, 2001, CL&P and the O0OCC
entered into an agreement to settle this issue. Under the agreement,
pending DPUC approval, the OCC agreed to withdraw its appeal of the
securitization order and not take any action that would affect the
timing and the amount of securitization financing to be undertaken.
The DPUC approved the agreement on March 12, 2001. The OCC withdrew
its appeal on March 16, 2001. Securitization for CL&P is expected to
take place by the end of the first quarter 2001.

Restructuring

As a result of industry restructuring, CL&P stopped supplying power
directly to customers in 2000. Instead, CL&P became an energy
delivery company, delivering electricity to customers that is produced
by other companies and sometimes bought by customers through
intermediaries. In 2000, customers in Connecticut had the option of
choosing alternative power suppliers or relying on CL&P to acquire the
power for them through standard offer service. To date virtually all
customers are receiving power through standard offer service. In
1999, under the oversight of the DPUC, CL&P secured four-year fixed-
price contracts with three suppliers to provide power to customers who
choose standard offer service. CL&P is fully recovering from retail
customers the cost of buying power from these three standard offer
suppliers and expects to continue recovery through the expiration of
the contracts on December 31, 2003. As of January 1, 2000, Select



Energy, IncC. {Select Energy) , an affiliated company, became
responsible for 50 percent of CL&P’'s standard offer load for the
entire standard offer period, or approximately 2,000 MW annually at
peak. Two other unaffiliated suppliers became responsible for the
balance of CL&P’s standard offer load also for the entire standard
offer period.

CL&P continues to generate power through either direct ownership of
generating plants, such as Millstone 2 and 3 and Seabrook, or through
purchased-power contracts. CL&P sold its share of the capacity
assocliated with Millstone 2 and 3 and Seabrook to Select Energy and
five unaffiliated companies. These contracts will expire on
December 31, 2001. The revenues generated from these contracts are
expected to recover CL&P’'s share of the nuclear operating costs
through the divestiture of the Millstone units.

For further information regarding commitments and contingencies
related to restructuring, see Note 9A, “Commitments and Contingencies
— Restructuring,” to the consolidated financial statements.

Regional Transmission Organization

Pursuant to FERC Order 888 (issued in April 1996), the NU system
companies, including CL&P, operate their transmission system under an
open access, nondiscrimirnatory transmission tariff.

In December 1999, the FERC 1ssued an order calling on all transmission
owners to voluntarily joln Regional Transmission Organizations (RTOs)
in order to boost competition in electric markets. In general, each
of these organizations would be an independent operator over all
transmission facilities, and would perform, among other functions,

tariff administration, construcrtion planning and reliability
management for the particular regional transmission system. NU’s
active voting interest in such an organization would be limited to 5

percent under the proposal.

The NU system companies, inciuding CL&P, and other parties have
appealed this order. Of primary concern to NU 1is the ratemaking
authority granted to RTOs and 1its i1mpact on the ability of
transmission owners o earn appropriate returns on their transmission
investment under the organizational structure and the minimum
functions proposed in the order. The NU system companies, including
_CL&P, were required to participate 1in a collaborative process
established by the FERC beginning in March of 2000. On January 16,
2001, NU along with the Independent System Operator and five other New
England transmission owning utilities filed a proposal to establish a
New England RTO.



Nuclear Plant Performance and Divestiture

Millstone

The Millstone units completed one of their best years ever in 2000.
Millstone 2 operated at a capacity factor of 82 percent in 2000 and
completed a refueling outage in early June more than four days ahead
of schedule. The 40-day, 2l-hour outage set a world record for a
refueling that included a full generator rewind. Millstone 3 operated
at wvirtually a 100 percent capacity factor in 2000 and ran for 585
consecutive days before beginning a scheduled refueling outage on
February 3, 2001. Millstone 3 is expected to return to service by the
end of the first quarter of 2001.

On August 7, 2000, CL&P and certain other joint owners reached an
agreement to sell substantially all of the Millstone units, located in-
Waterford, Connecticut, to Dominion, for approximately $1.3 billion,
including approximately $105 million for nuclear fuel. Dominion has
also agreed to assume responsibility for decommissioning the three
units and NU will transfer to Dominion all funds in the Millstone
decommissioning trust. Additionally, NU is obligated to top-off the
decommissioning trust if 1its wvalue does not equal an agreed upon
amount at closing. That amount is pursuant to the purchase and sale
agreement (PSA) with Dominion, subject to adjustment for delays in the
closing of the sale and Millstone 1 not meeting the “cold and dark”
condition specified in the PSA.

If the transaction is consummated as proposed, CL&P would receive
gross proceeds of approximately $843.2 million on a pretax basis for
its respective ownership interest. The proceeds from the sale of this
interest will be used to reduce the company’s stranded costs under
restructuring and the cash proceeds will be used to repay subsidiary
debt and capital lease obligations and to return equity capital to the
parent company.

In preparation for the divestiture of the Millstone units, it was
discovered that two full-length irradiated fuel rods are missing. NU
believes that the two rods remain stored in the Millstone 1 spent fuel
pool or were shipped in a shielded cask to a facility licensed to
accept radioactive material. NU’s investigation into the location of
the two rods 1is ongoing. NU is responsible for any potential
liabilities, which are not determinable at this time, related to these
missing fuel rods.

NU currently expects to close on the sale of Millstone as early as the
end of March 2001.

Seabrook
Seabrook operated at a capacity factor of 78 percent in 2000. The
unit began a scheduled refueling outage on October 21, 2000. The

outage was extended by approximately two months as a result of the
need to repair extensive problems with a back-up diesel generator.
Seabrook returned to service on January 29, 2001.



On December 15, 2000, NU filed its divestiture plan for Seabrook,
including CL&P's 4.06 percent ownership iInterest, with the New
Hampshire Public Utilities Commission and the DPUC. NU hopes to
complete the sale in 2002.

Yankee Companies

In 1999, the Vermont Yankee Nuclear Power Corporation (VYNPC) agreed
0o sell its nuclear generating unit for $22 million to an unaffiliated
company . Among other commitments, the acqguiring company agreed to
assume the obligation to decommission the unit after it is taken out
of service, and the owners of VYNPC (including CL&P) agreed to fund
their shares of the decommissioning costs up to a negotiated amount.
Subsequent to the time that agreement was executed, the original
proposed acqguiring company increased 1ts purchase price and three
other unaffiliated companies have indicated thelr interest in buying
VYNPC’s generating unit on terms that nave not been disclosed. Oon
February 14, 2001, the Vermont Public Service Board dismissed the
acqulring company'’'s petition Ior approval and VYNPC agreed to work
with the Vermont regulators to cevelop an auction process for the sale
of the unit. Az present, CL&P expects that the unit will be sold, but
the identity of the owner and the terms of sale, including price,
future decommissioning obligations and future power purchase
obligations, are not knowr.

Nuclear Decommissioning

In connection with the aforementioned sale of the Millstone units,
Dominior has agreed teo assume resvonsibility for decommissioning the
Millstone units.

For further nformation regarding nucliear decommissioning, see
Note 10, "“Nuclear Decommlisslioning and Plant CLlosure Costs,” to the

consolidated financia. statements.

Spent Nuclear Fuel Disposal Costs

The United States Department of Energy (DOF} originally was scheduled
to begin accepting delivery of spent nuclear fuel in 1998. However,
delays 1in confirming the suitability of a permanent storage site
continually have postponed plarns for the DOE’'s long-term storage and
disposal site. Extended delays or a default by the DOE could lead to
consideration of costly alterna-ives. CL&P Tnas the primary
responsibility for the interim storage of ivs spent nuclear fuel prior
to divestiture of its nuclear units.

For further information regarding spent nuclear fuel disposal costs,
see Note 9D, “Commitments and Contingencies - Spent Nuclear Fuel
Disposal Costs,” to the consolidated financial statements.

Other Matters

Environmental Matters

CL&P 1s subject to envirconmental laws and regulations structured to
mitigate or remove the effect of past operations and to improve or
maintain the gquality of the environment. For further information
regarding environmental matters, see Note 9C, *Commitments and

(92}



Contingencies — Environmental Matters,” to the consolidated financial
statements.

Other Commitments and Contingencies

For further information regarding other commitments and contingencies,
see Note 9, "Commitments and Contingencies," to the consolidated
financial statements.

Forward Looking Statements
This discussion and analysis includes forward looking statements,
which are statements of future expectations and not facts including,

but not limited to, statements regarding future earnings,
refinancings, the use of proceeds from restructuring, and the recovery
of operating costs. Words such as estimates, expects, anticipates,
intends, plans, and similar expressions identify forward looking-
statements. Actual results or outcomes could differ materially as a
result of further actions by state and federal regulatory bodies,
competition and industry restructuring, changes in economic
conditions, changes in historical weather patterns, changes in laws,
developments in legal or public policy doctrines, technological

developments, and other presently unknown or unforeseen factors.



RESULTS OF OPERATIONS

The components of significant income statement variances for the past
two years are provided in the table below.

Income Statement Variances
(Millions of Dollars)

2000 over/{(under) 1999 1999 over/ (under) 1998

Amount Percent Amount Percent

Operating Revenues $483 20% S 66 3%
Operating Expenses:
Fuel, purchased and

net interchange power 738 80 (143) (13)
Other operation (68) (14) (41) (8)
Maintenance (82) ({38) (53) (20)
Depreciation {(76) {39) (23) (10)
Amortization of regulatory

assets, net (350) {78) 327 (a)
Federal and state

income taxes 9 J 134 (a)
Taxes other than

income taxes {(27) (21) 4 3
Gain on sale of

utility plant _28¢6 100 286) =
Total operating expenses 420 _..18 {81) _(3)
Operating income 63 36 147 _{a)
Other Income:
Equity 1n earnings of

regional nuclear

gererating companies 7 (a) (5) (76)
Nuclear related costs 38 73 90 63
Other, net 13 73 (20) (a)
Other 1ncome taxes _ {6} (16) (30) (45)
Net other income 59 (a) 35 42
Interest charges, nec (40) {29) - -
Net income/ (loss) sle2 _la) $182 _ 93

(a) Percent greater than 100.



Operating Revenues

Operating revenues increased by $483 million or 20 percent in 2000,
primarily due to higher wholesale revenues ($510 million), primarily
as a result of the sale of the output from Millstone 2 and 3, and the
amortization of the gain on the transfer of certain hydroelectric
generation assets ($25 million) partially offset by 1lower retail
revenues ($51 million). Retail revenues decreased primarily as a
result of a 5 percent retail rate decrease ($108 million), partially
offset by higher retail sales ($27 million) and by the impact of
Millstone 2 being returned to rate base (330 million). Retail sales
increased by 0.4 percent in 2000.

Operating revenues increased by $66 million or 3 percent in 1999,
primarily due to higher wholesale revenues ($72 million). The
wholesale revenue increase is primarily due to higher energy sales and
related capacity and transmission revenues. Retail revenues decreased
primarily due to a retail rate reduction ($55 million) and lower fuel

clause revenues ($33 million), partially offset by the impact of
Millstone 2 and 3 being returned to CL&P’s rate base ($13 million) and
higher retail sales ($62 million). Retail kilowatt-hour sales

increased by 2.9 percent.

Fuel, Purchased and Net Interchange Power

Fuel, purchased and net interchange power expense increased in 2000,
primarily due to the transition, under industry restructuring, of
purchasing full requirements for customers from standard offer
suppliers, in addition to the remaining fuel costs of the nuclear
units and cogenerators.

Fuel, purchased and net interchange power expense decreased in 1999,
primarily due to lower replacement power costs due to the return to
service of Millstone 2 and 3, partially offset by higher purchased-
power costs as a result of a high sales demand.

Other Operation and Maintenance

Other operation and maintenance (0&M) expenses decreased in 2000,
primarily due to lower spending at the nuclear units ($56 million),
the decommissioning status of Millstone 1 ($14 million), lower
expenses due to the sale of certain fossil generation assets ($65
million), and lower administrative and general expenses ($26 million),
partially offset by higher customer service expenses ($39 million).

Other O&M expenses decreased in 1999, primarily due to lower costs at

the Millstone wunits ($107 million), lower conservation and load
management amortization ($14 million), and lower fossil O&M expenses
($7 million), partially offset by the recognition of environmental
insurance proceeds in 1998 ($9 million), higher transmission expenses

($12 million), and higher storm costs ($12 million).

Depreciation

Depreciation expense decreased in 2000, primarily due to the effect of
discontinuing Statement of Financial Accounting Standards No. 71,
“Accounting for the Effects of Certain Types of Regulation,” for the
generation portion of the business and the resulting reclassification
of depreciable nuclear plant Dbalances to regulatory assets ($70



million), the sale of certain fossil gereration assets and the
transfer of certain nydroelectric generation assets.

Depreciation decreased in 1999 primarily due to the retirement of
Millstone 1.

Amortization of Regulatory Assets, Net

Amortization of regulatory assets, net decreased in 2000, primarily
due to changes in amortization levels as a result of industry
restructuring ($128 million), the amortization in 1999 of the gain on
the sale of fossil plants ($286 million), and the completion of the
amortization of CL&P’'s cogeneration deferral in the first quarter of
1999 ($6 million). These decreases were parcially offset by higher
amortization associated with the reclassified nuclear plant balances
($70 million).

Amortization of regulatory assets, net increased in 1999, primarily
due to the increased amortization associated with the gain on the sale
of fossil generation assets ($286 million), the amortization of CL&P's
Millstone 1 remaining investment ($51 million) and the amortization
associated with the reclassified nuclear plant balances transferred to
regulatory assets ($19 million). These increases were partially
offset by the completion of the amortization of the cogeneration
deferral in the first quarter of 1999 ($23 million).

Federal and State Income Taxes
Federa! and state income taxes increased in 2000 and 19899, primarily
due to higher book taxable income.

Taxes Other Than Income Taxes

Taxes other than income taxes decreased in 2000, primarily due to
lower Connecticut gross earnings tax ($18 million) and lower local
property taxes ($7 million).

Gain on Sale of Utility Plant
CL&P recorded a gain on the sale of its fossil generation assets 1in
1999. A corresponding amount of amortization expense was recorded.

Equity Earnings of Regional Nuclear Generating Companies

Equity earnings of regional nuclear generating companies increased 1in
2000, primarily due to higher earnings from the Connecticut Yankee
Atomic Power Company (CYAPC) as a result of a favorable rate
settlement.

Equity earnings of regional nuclear generating companies decreased in
1999, primarily due to lower earnings from CYAPC.

Nuclear Related Costs

Nuclear related costs in 2000 are comprised of the settlement of
Millstone 3 Jjoint owner litigation, net of insurance proceeds ($9
million) and a settlement with the town of Wallingford ($5 million).

In comparison, nuclear related costs in 1999 are comprised of one-time
charges related to the write-off of capital projects as a result of
the Connecticut standard offer decision ($11 million), the settlement
of Millstone 3 joint owner litigation, net of insurance proceeds ($22

10



million) and the write-off of Connecticut Municipal Electric Energy
Cooperative (CMEEC) nuclear costs ($20 million). Nuclear related
costs 1in 1998 are comprised of a write-off of the Millstone 1
entitlement formerly held by CMEEC ($28 million), and the write-off of
an unrecoverable Millstone 1 cost as a result of the February 1999
rate decision ($115 million).

Other, Net

Other, net, increased in 2000, primarily due to the 1999 write-off of
stranded costs in relation to the treatment of market-based contracts
($15 million) .

Other, net, decreased in 1999, primarily due to the 1999 write-off of
stranded costs in relation to the treatment of market-based contracts.

Interest Charges, Net

Interest charges, net, decreased in 2000, primarily due to
reacquisitions and retirements of long-term debt in 2000.
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The Connecticut Light and Power Company and Subsidiaries

REPORT OF INDEPENDENT PUBLEC ACCOUNTANTS

To the Board of Directors
of The Connecticut Light and Power Company:

We have audited the accompanying consclidated balance sheets of The
Connecticut Light and Power Company (a Conrecticut corporation and
a wholly owned subsidiary of Northeast Utilities) and subsidiaries
as of December 31, 20300 and 1999, and the related consolidated
statements of income, comprehensive income, common stockholder’s
equity and cash flows for each of the three years in the periocd
ended December 31, 2000. These financial statements are the
responsibility of the company’s management. Cur responsibility 1is
to express an opinion on these financial statements based on our
audits.

wWwe conducted our audits 1n accordance with auditing standards
generally accepted inr the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material

misstatement. An audit inc_udes examining, on a test basis,
evidence supporcing the amounts and disclosures in the financial
statements. An audit also 1includes assessing the accounting

principles used and significant estimates made by management, as
well as evaluating the overall firancial statemrent presentation. We
believe zhat our audits provide a reasonable basis for our opinion.

In our opinion, the financial. statements referred to above present
fairly, in all material respects, the financial positionn of The
Connecticut Light and Power Company and subsidiaries as of
December 31, 2000 and 1999, and the results of their operations and
tneir cash flows for each of the three vyears in the period ended
December 31, 2000, in conformity with accounting principles
generally accepted in the United States.

/s/ ARTHUR ANDERSEN LLP
ARTHUR ANDERSEN LLP

Hartford, Connecticut

January 23, 2001 (except with
respect to the matter discussed
in Note 15, as to which the
date 1s March 13, 2001)

T



THE CONNECTICUT LIGHT AND POWER COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2000 1999 1998
(Thousands of Dollars)
Operating ReVENUES. ...t vt vttt ettt e e et e e teeeeennnn $ 2,935,922 $ 2,452,855 § 2,386,864
Operating Expenses:
Operation -
Fuel, purchased and net interchange power..... 1,665,806 927,989 1,070,677
Other. .. . i e e e 412,230 480,138 520,518
Maintenance. ..........iiuiiiiinin i, 136,141 217,961 271,317
DepreCiatiom. . i ittt it e e e e e, 117,305 193,776 216,509
Amortization of regulatory assets, net........... 97,315 447,776 120,884
Federal and state income taxes..........eeeeueun. 130,994 122,059 (11,642)
Taxes other than income taxes...........ouuuuuu.. 137,846 174,884 170,347
Gain on sale of utility plant.................... - (286,477) -
Total operating expenses............c.o.u... 2,697,637 2,278,106 2,358,610
Operating INCOME . ..ottt ittt it e teee e e eeeteeeeenn 238,285 174,749 28,254
Other Income/ (Loss) :
Equity in earnings of regional nuclear
generating companies.................iiiia... 8,246 1,506 6,241
Nuclear related COStS. . ...ttt ie it eeeenn. (14,099) (53,031) (143,239)
Other, Net. .. ...ttt ittt e e e e e eeeeann, (7,071) (25,962) (6,075)
Minority interest in loss of subsidiary.......... (9,300) (9,300) (9,300)
INCOME LAXES . i . ittt it it et ittt et et s anensneenss 30,940 36,921 67,127
Other income/(loss), Net......u.uureeunnn.. 8,716 (49,866) (85,246)
Income/ (loss) before interest charges...... 247,001 124,883 (56,992)
Interest Charges:
Interest on long-term debt.............cvvuvn... 89,841 127,533 133,192
Other interest..........c.ciiiv ittt 9,025 10,918 5,541
Interest charges, net...................... 98,866 138,451 138,733
Net INCOME/ (LOSS) ¢ vt vt e te s ettt ettt et eeeenn S 148,135 $§ (13,568) $ {195, 725)
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Net Income/ (LOSS) v vt ittt it e e e e e e e e e e e $ 148,135 & (13,568) $ (195,725)
Other comprehensive income, net of tax:
Unrealized gains on securities................... 90 38 638
Minimum pension liability adjustments............ - - (260)
Other comprehensive income, net of tax..... 90 38 378
Comprehensive Income/ (Loss) $ 148,225 $ (13,530) $§ (195,347)

The accompanying notes are an integral part of these financial statements.
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THE CONNECTICUT LIGHT AND POWER COMPANY AND SUBSIDIAKRIES

CONSOLIDATED BALANCE SHEETS

(Thousands of Dollars)

Utility Plant, at original cost:

)2 =Y ok wih e 1 o2 A AR O T S 5,756,098 S 5,811,126
Less: Accumulated provision for depreciation......... 4,210,429 4,234,771
1,545,669 1,576,355

Construction work In ProOgrESS. . ... tetenntanananons 128,835 115,529
Nuclear fuel, Neb . . ... i i i e e et e e s 79,672 80,766
Total net utility plant........... .. e 1,754,176 1,772,650

Other Property and Investments:

Nuclear decommissioning trusts, at market............... 536,912 516,796
Investments in regional nuclear generating
companies, at equity......... ...t 41,395 54,472
OtheY, at COSEL . . .t it e e et e 33,708 36,696
612,015 607,964
Current Assets:
=0 =1 o W O I T 5,461 364
Investment in securitizable assets.......... ... ... ... 98,146 107,620
Notes receivable from affiliated companies.............. 38,000 -
Receivables less accumulated provision for
uncollectible accounts of $300 in 2000 and 1999........ 29,245 19,680
Accounts receivable from affiliated companies........... 103,763 3,390
Fuel, materials and supplies, at average cost........... 36,332 37,603
Prepayments and other.................. ... 32,291 35,163
343,238 203,820
Deferred Charges:
Requlatory aSSEeLS. ... ...ttt 1,835,967 2,564,095
Unamortized debt exXpense. ........... ... 14,794 16,323
Prepaid Pension. ... ... ... 170,672 113,465
[0 58 o 1= 3 <O U S I A I 33,336 19,967
2,054,769 2,713,850
POt Al ASSEE S . v v i v i i e e e e e e e e e e e e e e e e e e e e e e e S 4,764,198 S 5,298,284

The accompanving notes are an integral part ot rhese f-nancial statements.
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THE CONNECTICUT LIGHT AND POWER COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(Thousands of Dollars)

Capitalization:
Common stock, $10 par value - authorized
24,500,000 shares; 7,584,884 shares outstanding in 2000

and 12,222,930 shares outstanding in 1999................ s 75,849 $ 122,229
Capital surplus, paid in.......... ... . 413,192 665,598
Retained earnings................uiiiunimeuman . 243,197 153,254
Accumulated other comprehensive income.................... 506 416

Total common stockholder’s equity................ 732,744 941,497
Preferred stock not subject to mandatory redemption....... 116,200 116,200
Preferred stock subject to mandatory redemption........... - 79,789
Long-term debt. .. ... . e 1,072,688 1,241,051
Total capitalization............................. 1,921,632 2,378,537
Minority Interest in Consolidated Subsidiary................ 100,000 100,000
Obligations Under Capital LeaseS............owuumemmnnnonni.. 39,910 50,969
Current Liabilities:

Notes payable to banks. ...........uutiiin e . 115,000 90,000
Notes payable to affiliated company....................... - 11,700
Long-term debt and preferred stock - current portion...... 160,000 178,755
Obligations under capital leases - current portion........ 89,959 93,431
Accounts payable...... ... ... e 153,944 101,106
Accounts payable to affiliated companies.................. 122,106 3,215
Accrued LaXeS. ...ttt ittt e e e, 32,901 169,214
Accrued interest. ... ... ... ..., 13,995 18,640
159 £ T U 31,324 26,347
719,229 692,408

Deferred Credits and Other Long-term Liabilities:
Accumulated deferred income taxes.............ounn.. . 877,439 999,473
Accumulated deferred investment tax credits............... 99,771 107,064
Decommissioning obligation - Millstone 1.................. 580,320 580,320
Deferred contractual obligations................ oo . 160,590 238,142
OLher. . . 165,307 151,371
1,983,427 2,076,370

Commmitments and Contingencies (Note 9)

Total Capitalization and Liabilities........................ $ 4,764,198 $ 5,298,284

The accompanying notes are an integral part of these financial statements.
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THE CONNECTTICUT LIGHT AND POWER (OMPANY AND SUBSIDIARIES

(CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDER'S EQUITY

Accumulated
Capital Retained Other
Commion Surplus, Earmings Comprehensive
Stock Paid In (a) Income Total

{Thousands of Dollars)

Balance at January i, 1998............ §122,229 S 641,333 S 429,972 $ - $1,183,534
Net loss for 1998...........cccnnnn (195, 725) (195, 725)
Cash dividends on preferred stock. (14,139) (14,139)
Capital stock expenses, net....... 2,764 2,764
Capital contribution from

Northeast Utilities............. 20,000 20,000
Gain on repurchase of

preferred stock................. 59 59
Other comprehensive income........ 378 378

Balance at December 31, 1998.......... 122,229 664,156 210,108 378 996,871
Net loss for 1999................. (13,568) (13,568)
Cash dividends on preferred stock. (12,832) (12,832)
Capital stock expenses, net....... 1,442 1,442
Allocation of benefits - ESOP..... (30,454) (30,454)
Other comprehensive income........ 38 3g

Balance at December 31, 1999.......... 122,229 665,598 153,254 416 941,497
Net income for 2000............... 148,135 148,135
Cash dividends on preferred stock. (7,402) (7,402)
Cash dividends on common stock. ... (72,014) (72,014}
Redemption of preferred stock..... (749) (749)
Repurchase of comen stock........ {46,380} (253,620) (300, 000)
Capital stock expenses, net....... 1,963 1,963
Tax benefit for 1993-1999 from

reduction of NU parent losses (D). 21,461 21,461
Allocation of benefits - ESOP..... (237) (237)
Other comprehensive income........ 90

Balance at December 31, 2000.......... S 75,849 $ 413,192 S 243,197 S 732,744

(a) The company has no dividend restrictions. However, the company has a 30% common equity test to
meet and therefore, at December 31, 2000, cannot pay out approximately $152.9 million in equity.

(b) In June 1999, CL&P paid NU parent $30.5 million for NU shares issued from 1992 through
1998 on behalf of its employees in accordance with NU's 401 (k) plan. This transaction
resulted in a reduction of the NU parent loss and a tax benefit to CL&P. The amount in 2000
represents the remaining previously unallocated 1993 through 1999 NU parent losses.

™e accompanying notes are an integral part of thesge financial statements.



THE CONNECTICUT LIGHT AND POWER COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating Activities:
Net income/ (loss)
Adjustments to reconcile to net cash

provided by operating activities:
D o) T - L o o) o
Deferred income taxes and investment tax credits, net
Amortization of regulato assets, net
Amortization of recoverable energy costs..................
Nuclear related costs
Tax benefit for 1993-1999 from
reduction of NU parent losses
Allocation of ESOP benefits
Gain on sale of utility plant
Net other (uses)/sources of cash.........coouviiiennnnnnn.
Changes in working capital:
RECEIVADLES. . .t ittt ittt ittt i et e e e
Fuel, materials and suppli@S........ceivveereneennnecnnennn
Accounts payable. . ... ...ttt i i it it
ACCrUEd LaAXeS. . it vi i ieietnanonaaaacenenenaneeenneenennnns

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

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

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

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

Investing Activities:
Investments in plant:
Electric utility plant..........c.cttiniiinennenennnnnnnnn
Nuclear fuel

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

Net cash flows used for investments in plant..............

Investment in NU system Money Pool
Investments in nuclear decommissioning trusts...............
Other investment activities, met............................
Net proceeds from the transfer/sale of utility plant........
Capital contributions from Northeast Utilities..............

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

Net cash flows provided by/(used in) investing activities

Financing Activities:
Net increase/(decrease) in short-term debt..................
Reacquisitions and retirements of long-term debt............
Reacquisitions and retirements of preferred stock...........
Repurchase of common shares
Cash dividends on preferred stock..........icviiieeinan..
Cash dividends on COmMMON SEOCK. . .o viiiereerenennnnenerennnn

Net cash flows used in financing activities...................
Net increase/ (decrease) in cash for the period................
Cash - beginning of period......... ...ttt rereeeonnanns
Cash - end of period. ..... ..ottt iiiiiniennenn.
Supplemental Cash Flow Information:
Cash paid/ (refunded) during the year for:
Interest, net of amounts capitalized........................
INCOME LaAXES. ..o ittt it ttetttenensensneseanesenssesnnsaness

Increase in obligations:
Niantic Bay Fuel Trust

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

The accompanying notes are an integral part of these financial
17

2000 1999 1998
$ 148,135 S (13,568) $(195,725)
117,305 193,776 216,509
5.672  (140,459)  (65.689)
97,315  447.776 120,884
4,155 12,702 30,745
14,099 53,031 143,239
21,461 . .
(237)  (30,454) -
25,444 (286.,477) }
(112,915) (141.675) 43,297
(109, 938) 837 29,914
1,271 34,379 9.896
171,729 (49.277)  (63.592)
(136,313) 149,818 (13, 621)
9474 520633 45,372
3204 16,585 62,901
259,861 299,427 364,130
(208,249) (180,982) (132,194)
(35.709)  (26,198) (8,444)
(243,958) (207,180) (140, 638)
(38, 000) 6,600 (6,600)
(25.133)  (54.582)  (54,106)
10,246 (355) (1,655)
686,807 516,912 -
- - 20,000
389,962 261,395  (182,999)
13,300 91,700 (86,300)
(179,071) (620.010) (45, 006)
(99.539)  (19.750)  (35,711)
(300, 000) . -
(7.402)  (12,832)  (14,139)
(721 014) - -
(644,726) (560,892) (181,156)
5,097 (70) (25}
364 434 459
$ 5,461 $ 364 $ 434
$ 96,735 $ 142,398 $ 110,119
$ 226,380 $ 19,754 $ (46,747)
$ 6,535 $ 4,752 $ 10,208
statements.



The Connecticut Light and Power Company and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

About The Connectlcut Light and Power Company
The Conntecticur Light and Power Company (CL&P or the company)
along with the pPublic Service Company of New Yampshire (PSNE},

western Massachusetts EBlectric Corpany (WMECO), Mertn Atlantlc
fnergy Corporation (NAEC), and Holyoke Water FPower Company
(HWP) are the operating companies comprising the Northeast

Uoilities system (NU systen) and are wholly owned by Northeast
Jtilities (NU). The NU system serves in excess of 30 percent
of New FEngland's electric needs and is one of the 25 largest
electric utility systems 1in  the country as measured by

revenues. The NU system furnishes tfranchised retall electric
service in Connecticut, New Hampshire and western Massachusetts
through CL&P, PSNH and WMECC. NAEC sells all of 1its

enti-lement to the capacity and output of the Seabrook Station
nuclear unit (Seabrook) to PS5SNH under the terms of two life-of-
unic, full cost recovery contracts. HWP, also 1s engaged 1in
the production and distribution of elpgrzlg power.

On March 1, 200C, NU completea irts acguisition of Yanxee Energy
System, Inc., the parent corpanry of Yankee Gas Services
Company, Connecticut's largest natura. cas distributicon system.

NU is registered with the Securities and EZxchange Commission
(S=C) as a holding company under tne Public Jtility Holding
Comparny Act of 1935 (192% Act)] and tne NU system, including

CL%?, isg subject to provisions of the 1935 Act. Arrangements
arong <the NU systern companies ourside agencies and other
ntilities covering inthCOHHeCllOH\ interchange of electric

power and sales of utility property aire subject to regulation
by the Federal Erergy Regalatory Corrission (FERC) and/or ”F

SEC. CLaP  is  subiect to  further regalation for rates,
accounting arnd cther narters by the URERC and <he Connecticut
Department of Public Juillity Contror DL

Severa. who.1y owned subsidiaries cf @ NU provide support
services for the NU system companies, “ncluding CL&P, and, in
some cases, for other New Engiand utilicles. Northeast
Ut$Alt1es Service Company (NU3CO) provides certralized
accounting, admlniwtrat‘v; infornacion resources, eluineering,
financiai, 1legal, ope ioral, planning, purchasing, and other
services to the NU s“krem companies, wn:luding CL&P . Norcheast
Nuclear Energy Corpany acts as agjgent for the NU system
companies and orher New England utllitvies in operating the
Mi.lstone nuclear units. North i~ lantic Energy Service
Corporation hnas operaciona. responsiplility for Seabrook. n

addirion, CL&P has estaplished & special purpose supsidiary
whose  pusiness ceonsists 0Of the purchase and resale of
receivables.



The Connecticut Light and Power Company and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

B.

Presentation
The consolidated financial statements of CL&P include the
accounts of all subsidiaries. Intercompany transactions have

been eliminated in consolidation.

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

Certain reclassifications of prior years' data have been made
to conform with the current year's presentation.

All transactions among affiliated companies are on a recovery
of cost basis which may include amounts representing a return
on equity and are subject to approval by wvarious federal and
state regulatory agencies and the DPUC.

New Accounting Standards

Derivative Instruments: Effective January 1, 2001, CL&P adopted
Statement of Financial Accounting Standards (SFAS) No. 133,
“Accounting for Derivative Instruments and Hedging Activities, ”
as amended. SFAS No. 133 requires that derivative instruments
be recorded as an asset or liability measured at its fair value
and that changes in the fair value of derivative instruments be
recognized currently in earnings unless specific hedge
accounting criteria are met.

In order to implement SFAS No. 133 by January 1, 2001, NU
established a cross-functional project team to identify all
derivative instruments, measure the fair value of those
derivative instruments, designate and document various hedge
relationships, and evaluate the effectiveness of those hedge
relationships. NU has completed the process of identifying all
derivative instruments and has established appropriate fair
value measurements of those derivative instruments in place at
January 1, 2001. 1In addition, for those derivative instruments
which are hedging an identified risk, NU has designated and
documented all hedging relationships anew.

Management believes the adoption of this new standard will not
have a material impact on CL&P’'s financial position or results
of operations.

Transfers of Financial Assets: In September 2000, the Financial
Accounting Standards Board (FASB) issued SFAS No. 140,
"Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities - a Replacement of FASB
Statement No. 125.~ SFAS No. 140 revises the criteria for
accounting for securitizations, other financial asset transfers
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The Connecticut Light and Power Company and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL‘ STATEMENTS

and collatera. and nuroduces new Glsclosures, but ctherwlse
arries forward most o¢f the provisions of SFAS No. 12E,
“Accounting for Transfers and Servicing of Financial Assets and
Extinguishments o©f Liabilicies,” without amerdment. SFAS No.
A0 e effective for transfers and servicing of financial
assets and extinguisnments of liabilities occurring after
March 31, 2031, and 1s effective for recognition anrd
reclassification of ccllateral ana for disclosures relating to
securitization cransac:-ions and collateral for fiscal vears
ending after December 15, Z00C. Tne adoption of the disclosure
requirements under SFAS No. 140 did not have a material impact
on CL&P’'s consolidated financial statements.

Revenue Recognition: In December 1999, the BSEC issued Staff
Accounting Bulletin (SAB) No. 101, "“Revenue Recognition.” The

adoption of SAB No. 101, as amended, did not have a material
impact on CL&P's consolidated “inancial statements.

Investments and Jointly Owned Electric Utility Plant

Regional Nuclear Generating Companies: CL&P owns common stock
in four regioral nuclear companies (Yankee Companies) . CL&P'S
ownership interests 1in the Yankee Corpanies at December 31,
2000 and 1992, which are accournted for on rhe equity metnoa due
o CL&P’s abhility to exercise significant influence over thelr
operating and financial policies are 234.5 percent of the
Connecticur Vankee Atomic Power Corpany (CYAPCH, 24 .5 percent
of tre vankee Atromic Electric Cecmpany (YAEC), 12 percent of the
Maire Vankee Atomic Power Company (MYa?C), and 9.5 percent of

the Vermont Yankee Nuclear Power Corporation (VYNPC) . CL&FP’s
roral equity investimert in the Yankee Companies ar December 31,
20CC and 1399, 1s S41 .4 million and $54.5 miilicn,
respectively. Facn VYankee Company  Owns a single nuclear
generating unit. Eowever, VYNDPT ie rthe only unlit still in

operation at Decenmper 21, 2000,

AL T T o
MloLston

D

CTaDp tas arn £1 percent ‘cint ownership interest in
both Mi..stone |, & FEC mecawatrt (M) nuclear unit, which isg
currently in decommissiconing status and Millstone 2, an &70 MW

1

nuclear generating nunit. CLoXP has a £52.92 percent Soint
ownership inTerest 1in Millstonre 3, a 1,154 My naclear
generating unit. On mugust 7, 2000, CL&P and certain other

joint owners reached ar agreement tO sell subsrtantially all of
the Millstone units to Dominion Resources, Inc. (Dominion) fcr
approximately 51.3 hillion, including approximately 5205
million for -uclear fuel. NU currently expects to close on tre
csale of Mills-ore as early as the ena of March 2001.

Seabrook: CLaP has a 4.06 percent Zcint ownership incterest in
Seabrook, a .,148 Mw nuclear generating anit. CL&P expects to

auctrion its Jjoint ownership interest in Seabrook, Jjointly with
; Lo expected in 2002,

-

|

NAEC, in 2001 with a closing on the =a

D



The Connecticut Light and Power Company and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

plant-in-service and the accumulated provision for depreciation
for CL&P's share of Millstone 2 and 3 and Seabrook are as
follows:

At December 31, 2000 1999
(Millions of Dollars)

Plant-in-service

MillsStone 2 v iin i s 779.7 S 771.7
Millstone 3 .. een o 1,924.7 1,915.1
SeabroOOK . v it e e e 174.7 173.9
Accumulated provision for depreciation

Millstone 2 .. i oneens $ 779.1 $ 743.3
Millstone 3 .. iiinnonnens 1,815.0 1,822.8
SeabDTYOOK v v vt it e e e e 164.0 165.7

E. Depreciation
The provision for depreciation is calculated wusing the
straight-line method based on estimated remaining useful lives
of depreciable utility plant-in-service, adjusted for salvage
value and removal costs, as approved by the appropriate

regulatory agency where applicable. Except for major
facilities, depreciation rates are applied to the average
plant-in-service during the period. Major facilities are
depreciated from the time they are placed in service. When

plant is retired from service, the original cost of the plant,
including costs of removal less salvage, 1is charged to the

accumulated provision for depreciation. The costs of closure
and removal of nonnuclear facilities are accrued over the life
of the plant as a component of depreciation. The depreciation

rates for the several classes of electric plant-in-service are
equivalent to a composite rate of 3 percent in 2000, 3.3
percent in 1999 and 3.2 percent in 1998.

As a result of discontinuing the application of SFAS No. 71
saccounting for the Effects of Certain Types of Regulation,”
for CL&P’'s generation business in 1999, including CL&P’'s
ownership interest in Seabrook, the company recorded a charge
to accumulated depreciation for the nuclear plant in excess of
the estimated fair market value at the time in the amount of
$1.7 billion and a corresponding regulatory asset was created.

F. Revenues

Revenues are Ppased on authorized rates applied to each
customer's use of electricity. In general, rates can be
changed only through a formal proceeding before the DPUC.
Regulatory commissions also have authority over the terms and
conditions of nontraditional rate-making arrangements. At the
end of each accounting period, CL&P accrues a revenue estimate
for the amount of energy delivered but unbilled.

G. Regulatory Accounting and Assets
The accounting policies of CL&P and the accompanying
consolidated financial statements conform to accounting
principles generally accepted in the United States applicable

21



The Connecticut Light and Power Company and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

to rate-regulated enterprises and historically reflect the
effects of the rate-making process in accordance with SFAS No.
71. AS a result of final restructuring orders issued in 1939,
CL&P discontinued the application of SFAS No. 71 for the
generation portion of its business.

CL&P’'s transmission and distribution business will continue to
be cost-based and management Dbelieves the application of SFAS

No. 71 continues to be appropriate. Management continues to
believe it is probable that CL&P will recover its investments
in long-lived assets, including regulatory assets through

charges to their transmission and distribution customers
generally over periods which end between the years 2015 through
2026, subject to certain adjustments. The majority for CL&P
will be recovered through a transition charge over a 12-year
period. In addition, all material regulatory assets are
earning a return. The components of CL&P’s regulatory assets
are as follows:

At December 31, 2000 1999
(Millions of Dollars)
Recoverable nuclear costs ........... $1,122.4 $1,781.9
Income taxes, net ................ .. . 371.9 399.5
Unrecovered contractual obligations . 171.8 228.9
Recoverable energy costs, net ....... 85.2 89.5
Other ... ... ... . . ... .. . . 84.7 64.3

$1.836.0  $2,564.1

As a result of discontinuing the application of SFAS No. 71 in
1999 for CL&P's generation business, the company reclassified
nuclear plant in excess of its estimated fair market value from
plant to regulatory assets. As of December 31, 2000 and 1999,
excluding the impact of the transfer of generation assets to
Northeast Generation Company in 2000, the unamortized balance
($1.35 billion and $1.38 billion, respectively) 1is classified
as recoverable nuclear costs. Also included in that regulatory
asset component for 2000 and 1999 are $344.3 million and $401.9
million, respectively, which includes Millstone 1 recoverable
nuclear costs relating to the recoverable portion of the

undepreciated plant and related assets ($51.2 million and
$101.9 million, respectively) and the decommissioning and
closure obligation {$293.1 million and $300 million,
respectively) .

Income Taxes

The tax effect of temporary differences (differences between
the periods in which transactions affect income in the
financial statements and the periods in which they affect the
determination of taxable income) 1is accounted for in accordance
with the rate-making treatment of the applicable regulatory
commissions.

22



The Connecticut Light and Power Company and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The tax effect of temporary differences, including timing
differences accrued under ©previously approved accounting
standards, that give rise to the accumulated deferred tax
obligation is as follows:

At December 31, 2000 1999
(Millions of Dollars)

Accelerated depreciation and

other plant-related differences ...... $800.0 $845.6
Regulatory assets -

iNCome £axX grOSS UD . v v vvenoennosnnnns 142.6 153.7
[0 ol o 1= S S 34.8 0.2

Unrecovered Contractual Obligations

Under the terms of contracts with the Yankee Companies, the

shareholder-sponsored companies, including CL&P, are
responsible for their proportionate share of the remaining
costs of the units, including decommissioning. As management

expects that CL&P will be allowed to recover these costs from
its customers, CL&P has recorded a regulatory asset, with a
corresponding obligation, on its consolidated balance sheet.

Recoverable Energy Costs

Under the Energy Policy Act of 1992 (Energy Act), CL&P 1is
assessed for its proportionate share of the costs of
decontaminating and decommissioning uranium enrichment plants
owned by the United States Department of Energy (DOE) (D&D
Assessment) . The Energy Act requires that regulators treat D&D
Assessments as a reasonable and necessary current cost of fuel,
to be fully recovered in rates like any other fuel cost. CL&P
is currently recovering these costs through rates. As of
December 31, 2000 and 1999, CL&P’'s total D&D Assessment
deferrals were $24.1 million and $26.9 million, respectively.

Through December 31, 1999, CL&P had an energy adjustment clause
under which fuel prices above or below base-rate levels were
charged to or credited to customers. Coincident with the start
of restructuring, the energy adjustment clause was terminated.
Energy costs deferred and not yet collected under the energy
adjustment clause amounted to $61.1 million and $62.6 million
at December 31, 2000 and 1999, respectively. This balance 1is
recorded as a generation-related stranded cost and will be
recovered through a transition charge mechanism pending final
DPUC approval.



The Connecticut Light and Power Company and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2.

SHORT-TERM DEBT

Limits: The amount of short-term borrowings that may be incurred
by CL&P 1is subject to periodic approval by either the SEC under
the 1935 Act or by state regulators. Currently, SEC authorization
allows CL&P to incur total short-term borrowings up to a maximum

of 8375 million. In addition, the charter of CL&P contains
preferred stock provisions restricting the amount of unsecured
debt the company may incur. As of December 31, 2000, CL&P’'s

charter permits CL&P to incur $245 million of additional unsecured
debt.

Credit Agreement: On November 17, 2000, CL&P and WMECO entered
into a 364-day revolving credit facility for $350 million,
replacing the previous $500 million facility which was to expire
on November 17, 2000. CL&P may draw up to $200 million under the
facility which, until the nuclear divestiture, is secured by
second mortgages on Millstone 2 and 3. Once CL&P and WMECO
receive the proceeds from securitization, the $350 million
revolving credit facility will be reduced to $250 million, with a
$150 million limit for CL&P. Unless extended, the credit facility
will expire on November 16, 2001. At December 31, 2000 and 1999,
there were $115 million and $90 million, respectively, in
borrowings under these facilities.

Under the aforementioned credit agreement, CL&P may borrow at
fixed or variable rates plus an applicable margin based upon
certain debt ratings, as rated by the lower of Standard and -Poor'’s
or Moody’s Investors Service. The weighted average interest rate
on CL&P’s notes payable to banks outstanding on December 31, 2000
and 1999, was 8.41 percent and 7.69 percent, respectively.
Maturities of short-term debt obligations were for periods of
three months or less.

This credit agreement provides that CL&P must comply with certain
financial and nonfinancial covenants as are customarily included
in such agreements, including, but not limited to, common equity
ratios and interest coverage ratios. CL&P currently is and
expects to remain in compliance with these covenants.

Money Pool: Certain subsidiaries of ©NU, including CL&P, are
members of the Northeast Utilities System Money Pool (Pool). The
Pool provides a more efficient use of the cash resources of the NU
system and reduces outside short-term borrowings. NUSCO
administers the Pool as agent for the member companies. Short-
term borrowing needs of the member companies are first met with
available funds of other member companies, including funds
borrowed by NU parent. NU parent may lend to the Pool but may not
borrow. Funds may be withdrawn from or repaid to the Pool at any
time without prior notice. Investing and borrowing subsidiaries
receive or pay interest based on the average daily federal funds
rate. Borrowings based on loans from NU parent, however, bear
interest at NU parent’s cost and must be repaid based upon the
terms of NU parent’s original borrowing. At December 31, 2000 and
1999, CL&P had $38 million of lendings to and $11.7 million of
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borrowings from the Pool, respectively. The interest rate on
lendings to and borrowings from the Pool at December 31, 2000 and
1999, was 5.4 percent and 4.9 percent, respectively.

LEASES

CL&P finances 1its respective shares of nuclear fuel for
Millstone 2 and 3 under the Niantic Bay Fuel Trust (NBFT) capital
lease agreement. This capital lease agreement has an expiration
date of June 1, 2040. At December 31, 2000 and 1999, the present
value of CL&P’s capital lease obligation to the NBFT was $112.6
million and $127.2 million, respectively. 1In connection with the
planned nuclear divestiture, the NBFT capital lease will be
terminated, the nuclear fuel will be transferred to Dominion and
the related $180 million Series G Intermediate Term Note Agreement
will be extinguished with the divestiture proceeds.

CL&P makes quarterly lease payments for the cost of nuclear fuel
consumed in the reactors based on a units-of-production method at
rates which reflect estimated kilowatt-hours of energy provided
plus financing costs associated with the fuel in the reactors.
Upon permanent discharge from the reactors, CL&P's ownership
interest in the nuclear fuel transfers to CL&P.

CL&P also has entered into lease agreements, some of which are
capital 1leases, for the wuse of data processing and office

.equipment, vehicles, nuclear control room simulators, and office

space. The provisions of these lease agreements generally provide
for renewal options.

Capital lease rental payments charged to operating expense were
$36.3 million in 2000, $10 million in 1999 and $20.5 million in
1998. Interest included in capital lease rental payments was $7.9
million in 2000, $9.4 million in 1999 and $14.1 million in 1998.
Operating lease rental payments charged to expense were $9.8
million in 2000, $14.3 million in 1999 and $17.9 million in 1998.
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Future minimum rental payments, excluding annual nuclear fuel
lease payments and executory costs such as property taxes, state
use taxes, insurance, and maintenance, under long-term
noncancelable leases, as of December 31, 2000, are as follows:

Year Capital Leases Operating Leases
(Millions of Dollars)

2001 . ... L S 2.4 $11.5
2002 . ... 2.4 10.0
2003 ... 2.4 8.1
2004 ... .. L. 2.4 6.6
2005, ... . 2.4 5.9
After 2005......... 27.0 13.4
Future minimum

lease payments. .. 39.0 $55.5
Less amount

representing

interest......... 21.7

Present value of
future minimum
lease payments
for other than
nuclear fuel..... 17.3

Present value of
future nuclear
fuel lease
payments......... 112.6

Present value of
future minimum
lease payments. .. $129.9
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4. PREFERRED STOCK NOT SUBJECT TO MANDATORY REDEMPTION
Details of preferred stock not subject to mandatory redemption are
as follows:

December 31, Shares
2000 Outstanding
Redemption December 31, December 31,
Description Price 2000 2000 1999
(Millions of Dollars)
$1.90 Series of 1947 $52.50 163,912 S 8.2 S 8.2
$2.00 Series of 1947 54.00 336,088 16.8 16.8
$2.04 Series of 1949 52.00 100,000 5.0 5.0
$2.20 Series of 1949 52.50 200,000 10.0 10.0
3.90% Series of 1949 50.50 160,000 8.0 8.0
$2.06 Series E of 1954 51.00 200,000 10.0 10.0
$2.09 Series F of 1955 51.00 100,000 5.0 5.0
4.50% Series of 1956 50.75 104,000 5.2 5.2
4.96% Series of 1958 50.50 100,000 5.0 5.0
4.50% Series of 1963 50.50 160,000 8.0 8.0
5.28% Series of 1967 51.43 200,000 10.0 10.0
$3.24 Series G of 1968 51.84 300,000 15.0 15.0
6.56% Series of 1968 51.44 200,000 10.0 10.0
si16.2  $l1l6.2

5. LONG-TERM DEBT
Details of long-term debt outstanding are as follows:

At December 31, 2000 1999
(Millions of Dollars)

First Mortgage Bonds:

5 3/4% Series XX due 2000 ............ S - S$ 159.0
7 7/8% Series A due 2001 ............ 160.0 160.0
7 3/4% Series C due 2002 ......... ... 200.0 200.0
7 3/8% Series TT due 2019 ............ - 20.0
8 1/2% Series C due 2024 ............ 115.0 115.0
7 7/8% Series D due 2024 ............ 140.0 140.0
615.0 794.0
Pollution Control Notes:
Variable rate, due 2016-2022......... 46.4 46 .4
Variable rate, tax exempt,
due 2028-2031 .. ... ittt 377.5 377.5
Fees and interest due for spent nuclear
fuel disposal costs......ccvi. 194.7 183.4
10 o8 o 1=5 <P - 0.2
Less amounts due within one year....... 160.0 159.0
Unamortized premium and discount, net.. (0.9) (1.4)
Long-term debt, net......... ... . ...... $§1,072.7 $1,241 .1

Long-term debt maturities and cash sinking fund requirements,
excluding fees and interest due for spent nuclear fuel disposal
costs, on debt outstanding at December 31, 2000, for the vyears
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2001 through 2005 are $160 million, $200 million, and no
requirements for 2003, 2004 and 2005, respectively.

Essentially all utilitcy plant of CL&P is subject to the liens of
the company’s first mortgage bond indenture.

CL&P has secured $315.5 million of pollution control notes with
second mortgage liens on Millstone 1, junior to the liens of its
first mortgage bond indenture.

CL&P has $62 million of tax-exempt Pollution Control Revenue Bonds
with bond insurance secured by first mortgage bonds and a
ligquidity facilicy.

The average effective interest rates on the variable-rate
pollution control rotes ranged from 3.2 percent to 4.9 percent for
2000 and from 2.2 percent to 3.9 percent for 1999.

INCOME TAX EXPENSE
The components of the federal and state income tax provisions were

charged/ (credited) to operations as fcollows:

For the Years Ended Decemper 31, 2000 19995 1988
(Millions of Dollars)

Current income taxes:

Federal ............. ... ..... S 77.2 5197.7 S (9.2)

State ..., _17.2 27.9 3.9)

Total current............. 94,4 225.¢ (13.1)

Deferred income taxes, net:

Federal . ........ ... .. ...... 10.6 {113.0) (34.9)

State. ..., 2.4 (20.1) (17.5)

Total deferred............ 13.C {133.1) (52.4)

Investmenrt tax credits, net... {703 {7.3) (13.3)
Total income tax

expense/ (credit) . ........... $100.1 S .85.2 $(78.8)
The components of tota. income tax expense, (credit) are classified
as follows:
For the Years Ended Decenber 31, 2340 1995 1998

iMillions of Docllars)

Income taxes charged to

operating expenses.......... $131.0 s122.1 S{11.7;
Other income taxes............ _130.9) (36.9) (67.1)
Total income tax

expense/ {credit) ............ $100.1 S 85.2 $(78.8)
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Deferred income taxes are comprised of the tax effects of
temporary differences as follows:

For the Years Ended December 31, 2000 1999 1998
(Millions of Dollars)

Depreciation, leased nuclear
fuel, settlement credits and

disposal COSES . v v v i, . $13.8 $ (9.9) $ (5.6)
Regulatory deferral............. (14.1) 6.2 (36.7)
State net operating loss

carryforward.................. - 7.8 1.1
Regulatory disallowance......... - (24.2) (18.1)
Sale of fossil

generation assets............. - (126.1) -
Pension accruals..........ov.... 13.6 9.8 8.9
Other . ... i i (0.3) 3.3 (2.0)
Deferred income taxes, net...... $13.0 $(133.1) S$(52.4)

A reconciliation between income tax expense/{(credit) and the
expected tax expense/ (credit) at 35 percent of pretax
income/ (loss) is as follows:

For the Years FEnded December 31, 2000 1999 1998
(Millions of Dollars)
Expected federal income tax..... S 86.9 $25.0 $(96.1)
Tax effect of differences:
Depreciation.................. 5.8 27.1 20.9
Amortization of
regulatory assets .......... 3.6 31.9 22.7
Investment tax credit
amortization...........o.o.... (7.3) (7.3) (13.3)
State income taxes, net of
federal benefit............. 12.7 5.1 (13.9)
Other, net........ .. ... ... (1.6) 3.4 0.9
Total income tax
expense/(credit) .............. $100.1 $85.2 $(78.8)

PENSION BENEFITS AND POSTRETIREMENT BENEFITS OTHER THAN PENSIONS
The NU system companies, including CL&P, participate in a uniform
noncontributory defined benefit retirement plan covering
substantially all regular NU system employees. Benefits are based
on vyears of service and the employees' highest eligible
compensation during 60 consecutive months of employment. CL&P's
portion of the NU system’s total pension credit, part of which was
credited to utility plant, was §$57.2 million in 2000, $40.3
million in 1999 and $32.6 million in 1998.

Currently, CL&P’'s policy is to annually fund an amount at least

equal to that which will satisfy the requirements of the Employee
Retirement Income Security Act and Internal Revenue Code.
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The NU system companies, including CL&P, also provide certailn
health care benefits, primarily medical and dental, and 1life
insurance benefits through a benefit plan to retired emplovyees.
These benefits are available for employees retiring from CL&P who
have met specified service reguirements. For current employees
and certain retirees, the total benefit is limited to two times
the 1993 per retiree health care cost. These costs are charged to
expense over the estimated work 1life of the employee. CL&P
annually funds postretirement costs through external trusts with
amounts that have been rate-recovered and which also are tax
deductible.

Pension and trust assets are invested primarily in domestic and
international equity securities and bonds.

The following table represents information on the plans’ benefit
obligation, fair value of plan assets, and the respective plans’
funded status:

At December 31,

Postretirement
Pension Benefits Benefits
{Millicns of Dollars) 2000 1999 2000 1999
Change in benefit obligation
Benefit obligation
at beginning of year..... S (551.9) $ (562.7) $(131.9) $¢133.8)
Service CoOSL ... it (9.7) (21.0) (1.9) (2.3)
Interest Ccost . ... ... ... ... (42.3) (40.0) (10.1) (9.3)
Plan amendment ............. - (32.9) - -
Transfers.................. (4.9) 1.8 - -
Actuarial (loss)/gain...... {18.9) 58.8 (5.2) (0.6)
Benefits paid.............. 40.4 35.5 12.8 14.1
Settlements and other...... - (1.8) - -

Benefit obligation

at end of vear . .......... $ (587.3) S (551.9) $i135.3) $(131.9)
Change in plan assets
Fair value of plan assets

at beginning of year..... $1,037.8 & 935.7 S 59.7 $ 53.8
Actual return on

plan assets.............. (3.5 135.8 3.0 6.6
Enployer contribution...... - - 12.5 13.4
Benefits paid.............. {40.4) {(35.5) (12.8) (14.2)
Transfers....... ... ... .... 4.9 1.8 - -
Fair value of plan assets

at end of year........... S 99%98.8 $1,037.8 S 62.4 § 59.7
Funded status

at December 31........... $ 411.5 S 485.9 S (73.9) S (72.2)
Unrecognized transitcion

(asset)/obligation....... (3.7) (4.6) 88.2 95.5
Unrecognized prior

service CcosSt............ . 30.4 33.1 - -
Unrecognized net gain...... (267.5) (400.9) (14.3) (23.3)
Prepaid benefit cost ...... $ 170.7 & 113.5 S S -
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The following actuarial assumptions were used in calculating the
plans’ year end funded status:

At December 31,

Postretirement
Pension Benefits Benefits
2000 1999 2000 1999
Discount rate.........oeuveen... 7.50% 7.75% 7.50% 7.75%
Compensation/progression rate.. 4.50 4.75 4.50 4.75
Health care cost
trend rate (&) ..., N/A N/A 5.26 5.57

(a) The annual per capita cost of covered health care benefits
was assumed to decrease to 4.91 percent by 2001.

The components of net periodic benefit (credit)/cost are:

For the Years Ended December 31,
Postretirement
Pension Benefits Benefits
(Millions of Dollars) 2000 1999 1998 2000 1999 1998
Service cost..... $ 9.7 $11.0 s 9.8 $ 1.9 $ 2.3 $ 2.0
Interest cost.... 42 .3 40.0 37.5 10.1 9.3 9.2
Expected return
on plan assets. (88.4) (78.1) (68.4) (4.9) (4.2) (3.6)
Amortization of
unrecognized net
transition
{asset) /
obligation...... (0.9) (0.9) (0.9) 7.3 7.3 7.4
Amortization of
prior service
COSE . v i i it ee e 2.7 2.7 0.3 - - -
Amortization of
actuarial gain.. (22.6) (15.0) (10.9) - - -
Other

amortization,
net ............. - - - {(1.9) (1.3) {(1.7)

Net periodic
benefit
(credit) /cost .. $(57.2) $(40.3) $(32.6) $12.5 §13.4 $13.3
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For calculating pension and postretirement benefit costs, the
following assumptions were used:
For the Years Ended December 31,
Postretirement
Pension Bernefits Benefits
2000 1999 1998 2000 1999 1998
Discount rate.......... 7.75% 7.00% 7.25% 7.75% 7.00% 7.25%
Expected long-term
rate of return....... 9.50 9.50 9.50 N/A N/A N/A
Compensation/
progression rate..... 4.75 4.25 4.253 4.75 4.2% 4.25
Long-term rate
of return -
Health assets,
net of tax......... N/A N/A N/A 7.50 7.50 7.75
Life assets.......... N/A N/A N/A 9.50 9.&0 9.50

Assumed health care cost trend rates have a sigrnificant effect on

the amounts reported for =the health care plans. The effect

of

changing the assumed health care cost trend rate by one percertage

polnt in each year would have the fo_lowing effeccs:

One Percentage One Percentage
(Millions of Dollars) PoinT Increaase Point Decrease
Effect on total service and
interest cost components...... S0.5 $S{0.5)
Effect on postretirement
benefit obligation........... 56,72 $(5.3)

The trust nclading frhe nealth plan assets 1s subject to federal

income taxes.

8. SALE OF CUSTOMER RECEIVABLES

As of Decemper 3%, 2000 and 1929, CL&P nad sold
receivable of $17C wmillion to a third-parcy purchaser with
recourse through the CLiP Foreivanles Corporation (CRCH,

owned subsidiary of CL&P. Tn addiriocn, at December 31,

1299, $18.9 million ana $02.5 wiliion, respectively, of
receivadle were designared as collatera. inder tne agreenent

the CRC.

Concentracions of credic rizv Lo rhe Ncer tne conpany’ g
agreemrent wirh respect to the rece e lirdlcad dae
CL&P’s diverse custcmer page witnln ivs terricory

S. COMMITMENTS AND CONTINGENCIES

A. Restructuring

The 1999 restruccuring orders allowed for securitization of
CL&P’'s nonnuc.ear regulatory assets and the costs to buyout

or buydown the various purchased-power contracts.
November 8§, 2000, the DPUC approved CL&P's regues:t

Or
to



The Connecticut Light and Power Company and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

securitize an amount not to exceed $1.55 billion of approved,
eligible stranded costs, primarily related to above-market
purchased-power contracts and generation related regulatory
assets. However, the Office of Consumer Counsel (oce)
appealed the securitization order to the Connecticut Superior
Court and it remains unclear when securitization financing
can be undertaken.

Nuclear Generation Assets Divestiture
On August 7, 2000, CL&P and certain other joint owners
reached an agreement to sell substantially all of the

Millstone units, located in Waterford, Connecticut, to
Dominion, for approximately $1.3 billion, including
approximately $105 million for nuclear fuel. Dominion has

also agreed to assume responsibility for decommissioning the
three units and NU will transfer to Dominion all funds in the
Millstone decommissioning trust. Additionally, NU is
obligated to top-off the decommissioning trust if its wvalue
does not equal a previously agreed upon level as defined. NU
expects to close on the sale of Millstone as early as the end
of March 2001.

If the transaction is consummated as proposed, CL&P would
receive gross proceeds of approximately $843.2 million on a
pretax basis for its respective ownership interest. The
proceeds from the sale of this interest will Dbe used to
reduce the company'’'s stranded costs under restructuring and
the cash proceeds will be used to repay subsidiary debt and
capital lease obligations and to return equity capital to the
parent company. The DPUC approved the recovery of Millstone-
related stranded costs not offset by asset divestiture
proceeds. Pursuant to the DPUC order, CL&P will seek
recovery of Millstone post-1997 capital additions totaling
$50 million. The OCC has appealed CL&P’s ability to recover
these costs.

Environmental Matters

The NU system, including CL&P, is subject to environmental
laws and regulations intended to mitigate or remove the
effect of past operations and improve or maintain the quality
of our environment. As such, the NU system, including CL&P,
have active environmental auditing and training programs and
believe they are substantially in compliance with the current
laws and regulations.

However, the normal course of operations may involve
activities and substances that expose CL&P to potential
liabilities of which management cannot determine the outcome.
Additionally, management cannot determine the outcome for
liabilities that may be imposed for past acts, even though
such past acts may have been lawful at the time they
occurred. Management does not believe, however, that this
will have a material impact on CL&P’s consolidated financial
statements.
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Based upon currently available information for the estimated
remediation costs as of December 31, 2000 ard 19389, the
liability recorded by CL&P for its estimated environmental
remediation costs amounted to $5.2 million and $6.9 million,
respectively.

Spent Nuclear Fuel Disposal Costs

Under the Nuclear Waste Policy Act of 1982, CL&P must pay the
DOE for the disposal of spent nuclear fuel and high-level
radicactive waste. The DOE is responsible for the selection
and development of repositories for, and rthe disposal of,
spent nuclear fuel and high-level radiocactive waste. For
nuclear fuel used to generate electricity prior to Apri: 7,
1983 (Prior Period Fuel), an accrua. has been recorded for
the full liability and payment must be made prior to the
first delivery of spert fuel to the DOE. Until such payment
is made, the outstanding balance will con-inue to accrue
interest at the 3-month treasury bill vield rate. As of
December 31, 2000 and 1999, fees due to the DOE for the
disposal of Prior Period Fuel were $194.7 millior ang $183.4
million, respectively, including interest costs of $128.1
million and $116.9 million, respectively.

Fees for nuclear fuel burned on or after April 7, 1983, are
billed currently to customers and paid to the DOE on a
quarterly basis. CL&P is responsible for fees to be paid for
fuel burned wuntil the divestiture of the Millstone and
Seabrook nuclear units.

Nuclear Insurance Contingencies

Insurance policies covering CL&P’s ownership share of the NU
system’s nuclear facilities have been purchased for the
primary cost of repair, replacement or decontamination of
utility property, certain extra costs incurred in obtaining
replacement power during prolonged accidenrtal cutages and the
excess cost of repair, replacement or decontamination or
premature decommissioning of utility property.

CL&P 1s subject to retroactive assessments *f losses under
those policies exceed the accumulated funds available to the
insurer. The maximum potential assessments with respect to
losses arising during the current policy year for the primary
property insurance program, the replacement power policies
and the excess property damage policies are $5 million, $2.7
million and $6.1 million, respectively. In addition,
insurance has been purchased by the NU system in the
aggregate amount of $200 million on an industry basis for
coverage of worker claims.

Under certain circumstances, in the event of a nuclear
incident at one of the nuclear facilities covered by the
federal government’s third-party 1liability indemnificacion
program, the NU system, including CL&P, could be assessed
liabilities in proportion to its ownership interest 1in each
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of its nuclear units up to $83.9 million. The NU system’s
payment of this assessment would be limited to, in proportion
to its ownership interest in each of its nuclear units, $10
million in any one year per nuclear unit. In addition, if
the sum of all claims and costs from any one nuclear incident
exceeds the maximum amount of financial protection, the NU
system, including CL&P, would be subject to an additional 5
percent, or $4.2 million, liability, in proportion to its
ownership interests in each of its nuclear units. Based upon
its ownership interests in the Millstone units and in
Seabrook, CL&P’'s maximum liability, including any additional
assessments, would be $192.9 million per incident, of which
payments would be limited to $21.9 million per year. In
addition, through purchased-power contracts with VYNPC, CL&P
would be responsible for up to an additional assessment of
$8.4 million per incident, of which payments would be limited
to $1 million per year.

CL&P expects to terminate its nuclear insurance upon the
divestiture of its nuclear units.

Long-Term Contractual Arrangements

Yankee Companies: Under the terms of its agreement, CL&P
paid its ownership (or entitlement) shares of costs, which
included depreciation, operation and maintenance (O&M)
expenses, taxes, the estimated cost of decommissioning, and a
return on invested capital. These costs were recorded as
purchased-power expenses. CL&P’s cost of purchases under its
contract with VYNPC amounted to $14.5 million in 2000, $17
million in 1999, and $15.9 million in 1998. VYNPC is in the
process of selling its nuclear unit. Upon completion of the
sale, this long-term contract will be terminated.

Nonutility Generators (NUGs): CL&P has entered into various
arrangements for the purchase of capacity and energy from
NUGs. CL&P’s total cost of purchases under these arrangements
amounted to $308.6 million in 2000, $293.8 million in 1999
and $290.7 million in 1998. The company is in the process of
renegotiating the terms of these contracts through either a
contract buydown or buyout. CL&P expects any payments to the
NUGs as a result of these renegotiations to be recovered from
the company'’s customers.

Hydro-Quebec: Along with other New England utilities, CL&P
has entered into an agreement to support transmission and
terminal facilities to import electricity from the Hydro-
Quebec system in Canada. CL&P is obligated to pay, over a
30-year period ending in 2020, its proportionate share of the
annual O&M expenses and capital costs of those facilities.

Estimated Annual Costs: The estimated annual costs of CL&P's
significant long-term contractual arrangements, absent the
effects of any contract terminations, buydowns or buyouts,
are as follows:
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10.

2001 2002 2003 2004 2005

(Millions of Dollars)
VYNPC........ S 16.6 S 16.9 s 17.0 S 18.7 S 17.6
NUGS......... 292.5 296.2 301.7 283.3 289.2
Hydro-Quebec. 15.9 15.4 14 .8 14.2 13.7

NUCLEAR DECOMMISSIONING AND PLANT CLOSURE COSTS

Millstone and Seabrook: CL&P’s operating nuclear power plants,
Millstone 2 and 2 and Seabrook, have service lives that are
expected to end during the years 2015 through 2026, and upon

retirement, must be decommissioned. Millstone 1's expecced
service life was to end in 2C01C, however, in July 1998, restart
activities were ﬂscon inued and decommissioning of the unit

began. In connectionn with the sale of the Millstone unics,
Dominionr. has agreed to assume responsibility for decommissioning.
Until the divestiture, CL&? recovers sufficient amounts through
its allowed rates related to decommissioning costs.

CL&P’s ownership sba e of the estimared cost of decommissioning
Millsctorne 2 and 3 nd Seabrook, in vear end 2000 dollars, is
$348.8 million, 534’.1 million ana $23.8 willion, respectively.
Nuclear decommissioning costs are accrued over the expected
service lives o0f <the unirs and are included in depreciation
expense and the accumulared provision for depreciatiorn. Nuclear
decommissioning expenses for these units amounted to $24.4 million
i 2000, €19.6 million n 1999 and $€2.9.1 million in 1998. Nuclear
decommissioning expenses for Millstone 1 were $20.6 =wxillion in

2000, $22.8 million in 1999 anc $17.3 million in 1398, Througn

Decemper 31, 2000 ard 1939, total Jeccmmissioni g expenses of
S217.8 millilon and $185.1 milllion, respectively, have been
collected from customers ard are reflected in the accumulated

provision for depreciacion.

External decommissioning trustg have beern estab.isnhed for the
costs of decommissioning the Millstone units. Payrments for CL&P's
ownersnip snare of the cost cof decommissiornirg Seabrock are paid
to an independent decommissicning financing Zund maraged by the

state of New Hampshire. Finding of the estirated decommissioning
costs assumes after-tax earnings on the Millsteone and Seabrook
decommissioning funds of 5.5 percent and 6.5 percent,
respectively.

As of December 32, 2000 and 1939, $191.9 million and $164.72
million, respectively, have been transferred to external

decommissioning trusts. Earnings on the decommissioning trusts
increase the decommissioning trust balances and the accumulated
provisions for depreciation. Unreaiized gains and losses
associated with the decommissioning trusts also impact the balance
of the trusts and the accumulated provisions for depreciation. The
fair values of the amounts in the external decommissioning trusts
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11.

l12.

were $310.1 million and $282.2 million at December 31, 2000 and
1999, respectively. Upon divestiture, balances in the
decommissioning trusts will be transferred to the buyer. NU is
obligated to top-off the Millstone decommissioning trust if its
value does not equal an agreed upon amount at closing, pursuant to
the conditions set forth in the purchase and sale agreement.

Yankee Companies: VYNPC owns and operates a nuclear generating
unit with a service life that is expected to end in 2012. CL&P’'s
ownership share of estimated costs, in year end 2000 dollars, of
decommissioning this unit is $42.9 million. In 1999, VYNPC agreed
to sell 1its nuclear generating unit for $22 million to an
unaffiliated company. Among other commitments, the acquiring
company agreed to assume the obligation to decommission the unit
after it 1is taken out of service, and the owners of VYNPC
(including CL&P) agreed to fund their shares of the
decommissioning costs up to a negotiated amount. Subsequent to
the time that agreement was executed, the original proposed
acquiring company has increased the price it agreed to pay and
three other unaffiliated companies have indicated their interest
in buying VYNPC's generating unit on terms that have not been
disclosed. At present, CL&P expects that the unit will be sold,
but the identity of the owner and the terms of sale, including
price, future decommissioning obligations and future power

purchase obligations, are not known.

As of December 31, 2000 and 1999, CL&P’'s remaining estimated
obligation, including decommissioning for the wunits owned by
CYAPC, YAEC and MYAPC, which have been shut down was $160.6
million and $238.1 million, respectively.

MINORITY INTEREST IN CONSOLIDATED SUBSIDIARY
CL&P Capital LP (CL&P LP), a subsidiary of CL&P, previously had
issued $100 million of cumulative 9.3 percent Monthly Income

Preferred Securities (MIPS), Series A. CL&P has the sole
ownership interest in CL&P LP, as a general partner, and is the
guarantor of the MIPS securities. Subsequent to the MIPS

issuance, CL&P LP loaned the proceeds of the MIPS issuance, along
with CL&P's $3.1 million capital contribution, back to CL&P in the
form of an unsecured debenture. CL&P consolidates CL&P LP for
financial reporting purposes. Upon consolidation, the unsecured
debenture is eliminated, and the MIPS securities are accounted for
as a minority interest.

FAIR VALUE OF FINANCIAL INSTRUMENTS
The following methods and assumptions were used to estimate the
fair value of each of the following financial instruments:

Nuclear Decommissioning Trusts: CL&P's portion of the investments
held in the NU system companies' nuclear decommissioning trusts
were marked-to-market by $83.2 million as of December 31, 2000,
and $88.2 million as of December 31, 1999, with corresponding
offsets to the accumulated provision for depreciation. The
amounts adjusted in 2000 and in 1999 represent cumulative net
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unrealized gains. Cumulative gross unrealized holding losses were
immaterial for both 2000 and 1999.

Preferred Stock and Long-Term Debt: The fair value of CL&P’s
fixed-rate securities is based upon the quoted market price for
those issues or similar 1issues. Ad-ustable rate securities are
assumed to have a fair value equal to their carrying value. The
carrying amounts of CL&P's financial instruments and the estimated
fair values are as follows:

At December 31, 2000

Carrving Fair

(Millions of Dollars) Amount Value
Preferred stock not subject

to mandatory redemption.............. $116.2 $139.7

Long-term debt -

First mortgage bonds............... £615.0 621.6

Other long-term debt............... £18.6 576.4

I PSS e e 100.0 100.5

Lt December 31, 1999

Carrying Tair

{(Millions of Dollars) Amount Value
Preferred stock nct subiect

o mandatory redemption.............. sile.z 5144.9
Preferred stock sublect to

mandatory redemption................. 99 .¢ 96.8

Long-term debt -

First mortgage nDoads . .............. 794 .0 205.4

Other long-term debt............... £07 .3 554.5

M PSS e 100.0 57 .3
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13.

14.

OTHER COMPREHENSIVE INCOME
The accumulated balance for each other comprehensive income item
is as follows:

Current
December 31, Period December 31,
1999 Change 2000

(Thousands of Dollars)
Unrealized gains

on securities........... s$676 $ 90 $766
Minimum pension

liability adjustments. .. (260) - (260)
Accumulated other

comprehensive income. ... $416 S 90 $506

Current
December 31, Period December 31,
1998 Change 1999

(Thousands of Dollars)
Unrealized gains

on securities........... $638 $38 $676
Minimum pension

liability adjustments. .. {260) - (260)
‘Accumulated other

comprehensive income.... $378 $38 5416

The changes in the components of other comprehensive income are
reported net of the following income tax effects:

2000 1999 1998

(Thousands of Dollars)
Unrealized gains

on securities........... $(59) $(26) §(446)
Minimum pension

liability adjustments. .. - - 182
Other comprehensive

income......... ... $(59) $(26) $(264)

SEGMENT INFORMATION

Effective January 1, 1999, the NU system companies, including
CL&P, adopted SFAS No. 131, *“Disclosures about Segments of an
Enterprise and Related Information.” The NU system is organized
between regulated utilities and competitive energy subsidiaries.
CL&P is included in the regulated utilities segment of the NU
system and has no other reportable segments.
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15.

SUBSEQUENT EVENT

Merger Agreement With Consolidated Edison, Inc.: In 2000, NU and
Consolidated Edison, Inc. (Con Edison) received most of the
approvals needed to complete the merger announced in October 1999 .
Shareholders from both companies approved the merger in April
2000, and all state regulatory approvals were granted by the end
of the year. Additionally, the FERC approved the merger in May
2000, the Nuclear Regulatory Commission approved the transaction
in August 2000, and the United States Department of Justice
approved the merger in February 2001. Necessary approval from the
SEC was expected to be received in mid-March 2001.

On February 28, 2001, NU's Board of Trustees requested that Con

Edison provide reasonab.e assurance, in writing, that it intended
to comply with the terms of the definitive merger agreement
between the two companies. This included assurances that Con

Edison would consummate the pending merger at the price set forth
in the agreement promptly following the receipt of SEC approvail.
The origiral request for assurance was -0 be received by March 2,
2001, however that date was later extended o March 5, 2001. On
March t, 2001, Con Edison advised NU that it was not willing to
close the merger on the agreed terwms. NU notified Con Edison that
1t was treating its refusal to proceed or the terms ser forth in
the merger agreement as a repudiarion and breach of the nerger
agreemnent, and that NU would file sult to obtain the benefitcs of

the transaction as negotia-ed for NU shareholders. On March &,
2001, Con Edison filed suit in -he U.S. District Court for :the
Southern District of New York (Southern District), seeking
declaratory  juagment that NU failed to satisfy conditions
precedent under the merger agreement. On March 12, 2001, NU filed
suit against Con Edison in the Southerr Discrict seaxing damages
in excess of $1 bkilllorn arising from Con Edison’s breach of the

mergex agreement .

s
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SELECTED CONSOLIDATED FINANCIAL DATA 2000 1999 1998 1997 1996
(Thousands of Dollars)

Operating Revenues .......... $2,935,922 $2,452,855 $2,386,864 $2,465,587 $2,397,460
Operating Income/(Loss) ..... 238,285 174,749 28,254 (7,619} 59,142
Net Income/{LoSs}) ........... 148,135 (13,568) (195,725) (139,597) (50,868)
Cash Dividends on

Common Stock .............. 72,014 - - 5,989 138,608
Total ASSEES . vvevreneannnn. 4,764,198 5,298,284 6,050,198 6,081,223 6,244,036
Long-Term Debt(a) ........... 1,232,688 1,400,056 2,007,957 2,043,327 2,038,521
Preferred Stock Not

Subject to Mandatory

Redemption ................ 116,200 116,200 116,200 116,200 116,200
Preferred Stock

Subject to Mandatory

Redemption (a) ............ - 99,539 119,289 155,000 155,000
Obligations Under

Capital Leases (&) ........ 129,869 144,400 162,884 158,118 155,708
CONSOLIDATED QUARTERLY FINANCIAL DATA (Unaudited)

Quarter Ended
2000 March 31 June 30 Septembexr 30 December 31
(Thousands of Dollars)

Operating Revenues $1747,976 $683,585 $748,143 $756,218
Operating Income $_16,021 S 42,723 $ 21,944 $ 67,397
Net Income £.49.643 $.19,186 $.27,908 $ 51,398
1999
Operating Revenues £606,997 $565,069 $667.349 $613,440
Operating Income $ 20,412 $ 24,370 5.51,969 $ 77,998
Net (Loss) /Income $(13,705) S (6,814) $.9,873 $ (2,922)

{a) Includes porticn due within one year.

B>
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CONSOLIDATED STATISTICS (Unaudited)

Average

Gross Electric Annual

Utility Plant Use Per

December 31, kwh Residential Electric

(Thousands of Sales Customer Customers Employees

Dollars) (Millions) (kWh) (Average) December 31,

2000 $5,964,605 42,179 8,976 1,121,551 2,057
1999 6,007,421 29,317 8,969 1,120, 846 2,377
1998 6,345,215 27,356 8,476 1,111,370 2,379
1997 6,639,786 25,766 8,526 1,103,309 2,163
1996 6,512,659 26,043 8,639 1,099,340 2,194



Data contained in this Annual Report are submitted
for the sole purpose of providing information to
present security holders abour the company.

The Connecticut Light and Power Company

1

First and Refunding Mortgage Bonds

Trustee and Interest Paying Agent
Bankers Trust Company, Corporate Trust
and Agency Group

P.O. Box 318, Church Street Station
New York, NY 10008-0318

Preferred Stock

Transfer Agent, Dividend Disbursing Agent
Bank of New York

101 Barclay Street—Floor 12W

New York, NY 01286

2001 Dividend Payment Dates
5.28%, $3.24 Series
January 1, April 1, July 1, and October 1

4.50% (1956), 4.96%, 6.56%
$1.90, $2.00, $2.04, $2.06, $2.09, and $2.20

and Registrar

Series

February 1, May 1, August 1, and November 1

3.90%, 4.50% (1963), Series

March 1, June 1, September 1, and December 1

Monthly Income Preferred Securities

9.30% Cumulative Monthly Income Preferred Securities

(MIPS), Series A
2001 Payment Dates

January 31, February 28, April 2, April 30, May 31, July 2,
July 31, August 31, October 1, October 31, November 30,

December 31

Address General Correspondence in Care of:

Northeast Utilities Service Company
Investor Relations Department

P.O. Box 270

Hartford, CT 06141-0270
Telephone: (860) 665-5000

General Offices
107 Selden Street
Berlin. Connecticut 06037-1616



