. The Connecticut Light and Power Company
CL&P

a subsidiary of Northeast Utilities

1992 Annual Report

9305110150 930420
PDR  ADOCK 05000213
{ PDR



Directors

Financia £
b 4
; ag
Sr Vice Pre
\ i f
LA ¢ .
ha an s
Bernard M. Fox
President a

A\ 4 4
Williar I
3 i e
o . -
Fxe .

o SV
:H P a
President! @
perating

Executive Vice
hin B .
] 2 F
. { ¢ Pres
Huer Macke
gn s é
Ser ¥ ¢ Pre
- r Re
\ ave 4 Al

Vice Presider

Eric A. DeBarba
Vice Presider

Tod O. Dixor

Vice Presider

Mr Browne has resigres

Invesumen: Manageme:

E

Vict President and

Mr Keane has resig

v

rem

e
A/ ”'\ ¥
Vice Preside
- hermat
Vice Pres ¢
hn B Keane
e Preside
UTse
Fra ¥ir
e Preside
¥ 0 lll("
3 L 4 s €
hey W Nove
Vice Presiger
vwayl
Vi
v " Cal
Franxk r. >avé
Vice Preside
C Frederick Se
Vice Presider
Robert P Wa»
", v
Yice Presigent
Generz! Cou
casurer ellective Me
L TR YU et

LEsS ey |\ cTOu
neg .

Alfred R F !w'
Regional Vice Pre
senh FI
14 |
A slant r ¢

s v ) ¢ | )

re cla r ViCLa Uy

Assistant Treasurer

rPTICTE P4

e peral k L
moans New a1y b
g

» ¢

f RCI LAKIUKICW
Vice Preside

»

b narg K. Larciia

'bf" na! vice rresiae

LAas




1982 Annual Report
The Connecticut Light and Power Comnpany

Index

Contents
Letter to Preferred Stockholders L T e Rl Ld § e I 2k

Balance Sheets . . . . ......... v, By WERRR L, R L o g et

Statements of Income

Statements of Cash Flows

Statements of Common Stockhoider's Equity
Notes to Financial Statements . . .

Report of Independent Public Accountants . . . . ..

Management's Discussion and Analysis of Financial
Condition and Results of Operations

Selected Financial Data . . . ............
Statements of Quarterly Financial Data ¥ Ml D TR Lo A Tt ]

Statistics

Preferred Stockholder and Bondholder Information . .. .........c.uuie.eo

. |

2-3

7-26

27

28-36

37

37

&



THE CONNECTICUT LI1GHT AND POWER COMPANY
March, 1993

TO OUR PREFERRED STOCKHOLDERS:

The financial statements and statistical data contained in
this report reflect the financial position, results of operations
and statements of cash flow of The Connecticut Light and Power
Company (CL&P) for 1592. The 1962 Annual Report of Northeast
Utilities, which provides information regarding the entire
Northeast Utilities system, including CL&P, also has been mailed
to all CL&P preferred stockholders.

In 1992 operating revenues increased to $2.32 billion from
$2.28 billion in 1981. Net income before preferred dividends
decreased to $206.7 million in 1992 from $240.8 million in 1691,
primarily as a result of increased costs eéssociated with nuclear
operations and lower revenues from sales to other utilities.
These increases were partially offset by lower interest charges
associated with refunding high-coupon debt and continued cost
management in non-nuclear operating expenses.

On December 11, 1992, CL&P filed with the Department of
Public Utility Control (DPUC) a reguest for rate relief. As an
alternative to the traditional one-year increase, CL&P filed 2
multi-year rate plan which was subseguently updated on February
17, 1953. CL&P’'s updated rate plan would increase customer bills
by a total of approximately $343 million over a three-year period,
resulting in average annual increases of approximately 5 percent.
Under the present DPUC schedule, new rates would become effective
on July 1, 1993, with subseguent increases on July 1, 1994 and
July 1, 1995. The DPUC is expected to issue 2 £inal decision on
the reqguest in June 1993,

A more comprehensive discussion for each of these items 1is
contained within this report.

Sincerely,
Bernard M. Fox Wwilliam B. Ellis
President and Chief Chairman and Chief

Operating Officer Executive Officer
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The Connecticut Light and Power Company
BALANCE SHEETS

A December 31, 1992 1989
(Thousands of Dollars)
Assets
Utility Plant, at original cost:
BIDCRTID.....oo oo resissssussnssssnossnsnses suersmsmmansnsie ot sasansss asame aans $5822783 $5661,105
Less: Accumulated provision for depreciation.......... 1,827 024 1724673
39957589 3836 432
ConSruction wOork i ProGreSS ...........ccowsmususssssssmmis: 110,081 131,600
NUCIBAS TUBL, NMBL.......cocoamissucnssassmnnnessssnsnnssssnsss sxsunsnssns 167 B16 __ 183564
Total Net Wtility PIANL.........cceemrmrssuinsassrmssmssssansssnsanics 4,273 656 4,261,596
Other Property and investments:
Nuclear decommussioning trusts, at cos! 121,888 £3.707
investments in regional nuciear generaing
comparues and sutssdmry compl'ues a equny.....l... 83717 53623
Other, at cost .. s o 14,188 14,236
189,803 157 566
Currertt Assets:
Cash and special deposits (Note 12)..........cvovvnnnnne 11,208 4691
Receivables, less accumulated provision for
uncoliectible accourts of $8,358,000 in 1882
and $9,560,000 in 1881... T e el 231614 216,177
Receivables from affiliated compmues .............. eaiveisod 4 B804 18,826
Accrued utility revenues. .. o 92,366 82926
Fuel, materials, and supphcs m mrage cosx 72,199 73495
Recoverabie energy Costs, net — cutrent
POION (NOE 1)..cecvcovssasoeecssossesnunssssasssnssssrensmesss ssssss 77.002 $.853
Prepayments @and OtET.............covummimimummmnnsannnns 32771 30,367
521,964 447 435
Deterred Charpes:
Deferred costs — nuclear plants (Note 1)... ; 195 814 222720
Unrecovered contract obligation -~ YAEC (Note 2) 98,559 -
Deferred conservation and load ~management cons 87 487 §5 498
Recoverable energy costs, net (Ncte 1) 82423 127,164
Deferred DOE assessment (Note 1) 41,730 -
Unamorntized debt expense ... 10,487 11,254
Amontzable property hnmm ................................... 8720 11,211
RO it sienrentes 68,053 43 997
597 383 471,844
Total Assets............ SIS TSRS A e S $5.5682806 $5.338 441

The accompanying notes are an intepral pan of these financial statements
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The Connecticut Light and Power Company
BALANCE SHEETS

Al December 31, 1992 1881
{Thousands of Dollars)
Caphtalization and Liabilities
Capitalization:
Common stock ~ $10 par value  Authorized
24,500,000 shares, oumanang 12,222 830
shares in 1992 and 1891... $ 122229 § 122228
Caphal Surplus, PRI IN........c.cvuasissssussissmesansasresssis 634 851 637,202
Retaned eamings... byt s 748817 738,983
Total common nockmmr‘s oqutry ........................ 1,505,887 1,488 424
Cumulative preferred stock -
$50 par value ~ authorzed 8,000,000 shares,
outstandmg 5,123,825 shares in 1982 and
5 461737 in 1991
$25 par value - authorized 8,000,000 shares;
outstanding 7,000,000 shares in 1982 and 1891
Not subject to mandatory redemption (Note 5) 231,196 306,185
Subject to mandatory mdomptoon (Note s) 197,500 139,392
Long-term debt (Note 7) =& 1,830,832 _1.967.360
Total captalization.... 3,865 425 _3811.37M
Obligations Under Capital Leases.................... 136,800 156,754
Current Liabilities:
Notes payable 1o banks... 96 500 53,500
Notes payable 10 ma company - 137,000
Commercial paper.... 108,240 -
Long—term debt md pnhmd mock - cumnt
DI ... cosnmmnivsnssonsnsmsrorsumsansmmasesavsssssavats soepasnsasssrsssss 158,604 58 408
Obligations under capad leases ~ curent
portion... L, A 60 604 §2.170
Acmnup-yabu 108,797 108,103
Accounts paym to d'nlsated compmnes ..................... 55,808 74 569
Accrued taxes. .. 118,132 102,788
Accrued mml 32828 34 580
758 699 648 501
Deferred Credits:
Accumuiaed deferred INCOME taxes... 475,355 425 266
Accumulaed deferred mstmummcnm ............ % 165,710 171,839
Deterred contract obligation ~ YAEC (Noto 2) 88 559 -
Deterred DOE obligation (Note 1).... P 41,730 ~
ERIININ ome sve s Shie b b b ob e s Al 40 528 24610
__ 821882 621815
Commitments and Contingencies (Note 10)
Total Caphalization and Liabilities.............. §5.582.806 $5338.441

The accompanying notes are an Megra pant of these financial statements.
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The Connecticut Light and Power Company

STATEMENTS OF INCOME
For the Years Enoed December 31, 1992 1891 1980
(Thousands of Dollars)
Operating Revenues. ...........ccccoeumecnnn §2316.451 $2275737 $2.170.087
Operating Expenses:
Operation -
Fuel, purchased and net merchange
power.. ot oA AR 598,287 559,131 572,836
o ORI S— 605675 614 440 563747
Maintenance. 187 460 184,727 191,823
Depreciation.... 209 8B4 198 597 168 885
Amortization of regulatory assets net ....... 73,456 §5.693 $0.864
Federal and state income taxes
PUIOIB ). cocsssemmssremsonsvissssariapmssassssssssioss . 172,236 173,102 138 840
Taxes other than income taxes............. 171842 166.212 162,251
Total operaing expenses................... 2,028 640 1,951,902 1,848 446
Operating INCOME..........ocvmmmmmmreemiinee 287 811 323,835 320641
Other Income:
Allowance for other funds used
during construction... 1,718 1,807 3431
Deferred nuciear plam mum -
other funds......... 35,396 36714 33,646
Equity in eamings ot reg'onai
nuclear generaing ComMpanies ... 8,014 8,021 8,130
Wrue—ono?ptam O s o ravibnsppssanosiass - - (19.388)
Other, net... 5,246 7418 10,509
Income tax-s - cmdﬂ 11,171 13,004 34174
Other INCOM, NBL.........coovicemmmiecsnssmnn: 61,545 66,965 70,502
Income before interest charges........... 349,356 390,800 391,143
interest Charges:
Interest on long-tem debl......... 151,314 166,256 180,188
g T RS OOR— 9338 6,957 8,207
Miowance for borrowed tunds used
during construction... {(5.133) (5.455) (5.729)
Deferred nuciear phms Mum -
borrowed funds, net of ncome taxes...... (12,877) (17,816) (17,306)
interest charges, net.......... 142 642 149,982 166,360
Net InCOMe.........coccsrrvrninns - 714 § 240818 478

The accompanying notes are an integral pan of these financial statements
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The Connectiaut Light and Pewer Company
STATEMENTS OF CASH FLOWS

Forthe Years Ended December 31, 1982 1981 1990
o “{Thousends of Doliars)
Caath Flows From Opeiations: -
DOOR IRBOIAD o.oss oo srisismssmmssmssimstisiimanisnssssasiosimsaaront s s A s sty $ 206714 § 200818 $ 224782
Adjusted for the follewing
Deprecistion and amortization of lessed property ... 270,102 23§ 885 257,138
Dafermed income taxes and inve stment tax credite net 72138 107,595 31,823
Deferred nuciear plants return, net of amortizetion . ... 10,071 (3,529 (5.157
Defermed snergy come, net of amomzeion .. ... (22.408) (119.629) 15,034
Dwlerred conservation and load ~management
IVOL O DIIODTHBIIIDN. .+ o sosssicssnsnerssion sso ssomansnanmes sias aiaremenwisss (31 89 (47 402 (5196
bet change in determed charges and other
nonoash Rems ... o el o SR I R (58 O£3) 13,327 21,684
Changes in working enpu
Receivaties and socrued ullity revenues ... 245 (3¢ 882 21,107
Fuel, materials, and SUPPHSS. .....coovvviirimsiusimiimiassninicn 1,296 24,738 (13.421)
ADOOUTHES POYBIDIS.....cv v cmiams-warmormrsisssmsrmsaiasmastisemenss {18,087) 82,028 4925
Acorued mxes.. e el e L L R £ W oo 15,344 (42.228) 3,262
Ofher working ewﬂd {excludss uﬂx) = AT 6 258 12 8462 {16 945
Wet cash fiows from operations. . B A A T R Ut o 450 642 440 DBS 530 137

Cash Fiows Used For Financing Activities:

LONG 10 GO ... .covimmnimermirmismas i ssmramesmpassoss s menens 481000 - -
PRBINTINE MBI .o siiomsomsimismismsssrsomssmmassiessiiis Hessstmesonson 75,000 - -
FINENOING GXPORBOS. ..o crmevmsrmsronsamsnmssm smsramssmssmnimsisns (0.82% - (310
incresse in obligation s under caphiel loases ... ... 30 942 25212 88 Bes
Net increase in short ~—18rm Gebl ..cciiminim i 15240 108 385 57,665
Reacquisitions and retirements of long ~term debt ... {431,232 (85877 (5&,205)
Feacquisitions and retiremants of preferred stock. ... 91.881) {%,000) (5,000)
Papayment of caphal loase obligations.....oovin {41,220 {50,085) (85,700
Cash dividends on praferred #OocK . ..voivninivnemcicinn (31,877 (34,541) (35,358
Cash dvidends on cOMMON BOOK ......ocovmimiim i imiimnnns (164,277 {172 587) (178.9821)

Net cash flows used for inancing acthvities ... ... ) (158 234) {214,473 (238 945)

Iinvestment Activities:

investments in plant (nciuding capite leases)
Blectric and other Uty PO .. ..o mooeimrimenmss s (227319 (180.877) (217.845)
DIDEEDEE ... s mrsisnsisisismmamistnam samssts sempsas srmsinmsas s onmsses (27 608 (18,144 71,625
Less: Alowance for other funde used durng
T DI i o sieeiossiamioisepssas i oA saneiite . (1.718) (1,867) (3.431)

Net cash Sows used for Investments In plant o (253,710 (207.314) (286 038)
Other nvestment SotVBIEs, NEL .o mn i (32,181) (18,334) {16 552

Wet cash Sows Used 1o Ve RIMENtE. v » (285 891) (225 648) (802.581)

Net Increase in Cash for the Perod. - ; 8817 b 801
Cach and special deposie-beginning of perod ... 4691 2,827 3226
Cash and special deposta—end of period..._.. s § 11208 | AN § 3827

Supplemontal Cash Flow viormation:

Caah paid during the yew for

ierest, nat of amounts caphaiied dunng

CONMIUOBON ... o ssisbsale O Sl s et g - g 'ﬂlm ! ‘B.Z.'.Q l__mﬁ_
BOOOINE CEIIBB.. o cossivesimansmssmsssssnions monsnromss ovasenssmese s mmsess vames i o ] .._m ‘ nﬁg

The sccompanying notes ere an Megr part of hess fnencis stmements.




The Connecticut Light and Power Company

STATEMENTS OF COMMON STOCKHOLDER'S EQUITY

(a) The Company has dividend restrictions imposed by its long—term debt agreements.

At December 31, 1992, these restrictions totaled approximately $540.0 million.

The accompanying notes are an integral part of those financial statements.

Capital
Common Surplus, Retained
Stock Paid In Earnings (a) Total
(Thousands of Doliars)

Balance at Janaury 1, 1880................. $ 122,229 $ 635,151 $ 695700 $145317¢9
Netincome for 1890 ........oociiciiiiniiininnns 224,783 224783
Cash dividends on preferred

T S S (35,358) (35,358)
Cash dividends on common stock........ (178,821) (178,821)
Capital stock expenses, net................. 1,024 1,024

Balance at December 31, 1880........... 122,229 636,175 705,303 1,463,707
NSt INCOMBIDT 1B ...ccccavisanasaninsrsrsasans 240 818 240,818
Cash dividends on preferred

A R T LT e (34,541) (34,541)
Cash dividends on common stock ... (172,587) (172,587)
Capital stock expenses, net............... 1,027 ____1o27

Balance at December 31, 19891.......... 122,229 €37,202 738,993 1,408 424
Netincome for 1982.........ccccvvvciireciininns 206,714 206.714
Cash dividends on preferred

BIOCK. ....consesecsssrmsorsnssnenssessassnsnsrenssesesssss (31,877) (31,977)
Cash dividends on common stock........ (164,277) (164,277)
Loss on the retirement of preferred

SR R T R N TR (636) (636)
Capital stock expenses, net.............. {2,351) (2.351)

Balance at December 31, 1982.......... 122,229 634 851 § 748817 $1,505,887



The Connecticut Light and Power Company

ANCIA AT -

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

The Connecticut Light and Power Company (CL&P or the Company), Western Massachusetts Electric
Company (WMECO), Holyoke Water Power Company (HWP), and Public Service Company of New
Hampshire (PSNH) are the operating subsidiaries comprising the Northeast Utilties system (the system)
and are wholly owned by Northeast Utiiities (NU)

Other wholly owned subsidiaries of NU provide substantial support services 10 the system Northeas!
Utiities Service Company (NUSCO) supplies centralized accounting. administrative, data processing,
engineering, financia!, legal. operational, planning, purchasing, and other services 10 the system companies
Northeast Nuclear Energy Company (NNECO) acts as agent for system companies in operating the
Millstone nuclear generating facilties. Commencing June 29, 1932, North Atlantic Energy Service
Corporation (NAESCO) began acting as agent for CLAP and North Atlaniic Energy Corporation in operating
the Seabrook 1 nuclear facilty

Al transactions among affiliated companies are on a recovery of cost basis which may include amournits
representing a return on equity, and are subject to approval by various federal and state regulatory

agencies

Accounting Reclassifications
Certzin amounts in the accompanying financia! statements of CL&P for the year ended December 31, 1991
and December 31, 1990 have been reclassified 1o conform whh the December 31, 1992 presentation

Public Utility Reguiation

NU is registered with the Securities and Exchange Commission (SEC) as a hoiding company under the
Public Utility Holding Comg. any Act of 1835 (1835 Act), and it and its subsidiaries, including the Company,
are subject to the provisions of the 1935 Act. Amangements among the system companies, outside
agencies, and other utilities covering interconnections, interchange of electric power, and sales of utiity
property are subject to regulation by the Federal Energy Regulatory Commission (FERC) and /or the SEC.
The Company is subject to further regutation for rates and other marters by the FERC and the Connecticut
Department of Public Utility Control (DPUC), and follows the accounting policies prescribed by the
commissions :

Revenues

Lrility revenues are based on authorized rates applied to each customer's use of electriclty Rates can be
increased only through a formal proceeding before the appropriate reguiatory commission. At the end of
each accounting period, CLAP accrues an estimate for the amount of energy defivered but unbilled.

Accounting Relesse 14

On November 25, 1991, the FERC issued Accounting Release 14 (AR-14) limiting the application of the
wchnodpomraocoumwthocostdmgyuwumcnywchmnmwmmmunm
transactions. CLAP adopted AR-14, on & prospective basis, January 1, 1982,

Spent Nuclear Fue! Disposal Costs

Under the Nuclear Waste Policy Act of 1982, CLAP must pay the Unhted States Department of Energy
(DOE) tor the disposal of spent nuclear fuel and high-evel radicactive waste. Fees for nuciear fuel bumed

-



The Connecticut Light and Power Company

NOTES TO FINANCIAL STATEMENTS

on or aher April 7, 1883 are paid 1o the DOE on a quanterly basis. For nuclear fuel used to generate
electricity prior 1o April 7, 1883 (prior period fuel), payment may be made anytime prior 10 the first delivery
of spent fue! 1o the DOE. At December 31, 1992, fees due to the DOE for the disposal of prior period fuel
were approximately $132 0 million, including interest costs of $655 milion. As of December 31, 1962,
approximately $119.4 million had been coliected through rates.

Under the Energy Policy Act of 1882 (Energy Act). CL&F will be assessed for s proportionate share of the
costs of the decontamination and decommigsioning of uranium enrichment plants operated by the DOE
(D&D essessment). The Energy Act imposes an overall cap of $2.25 billion on the obligation of the
commercial power industry and limits the annual special assessment 10 $150 million each ysar over a 15-
year period. The Energy Act also requires that regulators treat D&D assessments as & reasonatre and
necessary cost of fuel, 10 be fully recovered in rates, like any other fuel cost. The cap and annual recovery
amounts will be adjusted annually for inflation. The D&D assessment will be aliocated among utiities based
upon services purchased in prior years. At December 31, 1992, CL&P's share of these estimated costs
was approximately $41.7 million. Management expects that CLAP will be allowed 10 recover these costs
Accordingly, the Company has recognized these costs as a regulatory asset, with a corresponding
obligation, on its Balance Sheets

investments and Jointly Owned E'ectric Utility Piant
Regional Nuciear Generating Companies. CL&P owns common stock of four regional nuciear generating
companies (Yankee companies). The Yankee companies, with the Company’s ownership interests, are.

Connecticut Yankee Atomic Power Company (CY) . ................... 34 5%
Yankee Atomic Electric Company (YAEC) . . ... ... .. .o 245
Maine Yankee Atomic Power Company (MY) . . ...... ... ... .. ... 120
Vermont Yankee Nuclear Power Corporation (VY) . . ....... .. ... ..o 85

CLAP's investments in the Yankee companies sre accounted for on the equity basis. The electricity
produced by these facities is commified to the participants substantially on the basis of their ownership
inierests and is billed pursuant 1o contractual agreements.

The 173 megawatt (MW) YAEC nuclear power plant was shut down permanently on February 26, 1992,
For more information on the Yankee companies, see Note 2. Nuclear Decommissioning

Milistone 1. CLAP has an 81 percent joint-ownership interest in Milistone 1, a 660 MW nuciear generating
untt. As of December 31, 1992, plant-in-service and the accumulated provision for depreciation included
approximately $326 8 million and $120.2 million, respectively, for CLAP's share of Milistone 1. CLAP's
share of Millstone 1 operating expenses Is included in the corresponding operating expenses on the
accompanying Statements of income.

Millstone 2. CLAP has an 81 percent joint-ownership interest in Millstone 2, 8 875 MW nuciear generating
untt As of December 31, 1992, plantin-service anv the accumutated provision for depreciation included
spproximaiely $660 9 million and $135.8 milion, respectively, for CLAP's share of Milistone 2. CLAP's
share of Millstone 2 operating expenses s included in the corresponding operating expenses on the
accompanying Statements of Income.

8-



The Connecticut Light and Power Company

Millstone 3. CLAP has a 5283 percem joint-ownership interest in Milistone 3, 8 1,148 MW nuclear
generating unt As of December 31, 1982, plant-in-service and the accumulated provision for depreciation
inducied approximately $1.9 billion and $323.4 million, respectively, for the Company’s proportionate share
of Milistone 3. CLAP's share of Milistone 3 expenses is included in the corresponding operating expenses
on the accompanying Statements of Income

Seabrook. CLAP has a 4.06 percent joint-owne” rerest in Seabrook 1,a 1,150 MW nuciear generating
unit. As of December 31, 1992, plant-in-serv.. e accumulated provision for depreciation included
approximately $173 4 million and $12.0 million, . uspectively, for CLAP's share of Seabrook 1. CLAP's share
of Seabrook 1 expenses is incuded in the corresponding operating expenses on the accompanying
Statements of income

Deprecistion

The provision for depreciation is calculated using the straightdine method based on estimated remaining
lives of depreciabie wtility plant-in-service, adjusted for salvage value and removai costs as approved by
the appropriate regulatory agency. Except for major facilities, depreciation factors are applied 1o the
average plant-in-service during the period. Major facilties are depreciated from the time they are placed
in service. When plant is retired from service, the original cost of plant, including costs of removal, less
salvage, is charged to the accumulated provision for depreciation. For nuciear production plants, the costs
of removal, less salvage, that have been funded through external decommissioning trusts will be charged
to those trusts. See Note 2, Nuclear Decommissioning, for additional information.

The depreciation rates for the several classes of electric plant-in-service are equivalent to a composhe rate
of 3.7 percent in 1982, 3.5 percent in 1991, and 3 4 percent in 1990

income Taxes

The tax effect of timing dfferences (differences between the periods in which transactions affect income
in the financial statements and the periods in which they affect the determination of income subject to tax)
is accounted for in accordance with the ratemaking treatment of the applicable regulatory commissions.
See Note 8 for the components of income tax expense.

CLAP has not provided deferred income taxes for centain timing differences during periods when the DPUC
did not permit the recovery of such income taxes through rates charged to customers. The cumulative
net amount of Income tax timing cferences for which deferred taxes have not been provided was
approximately $800 million at December 31, 1992, As allowed under current reguiatory practices, deferred
taxes not previously provided are being collected In customers’ rates as such taxes become payable

In February 1892, the Financial Accounting Standards Board (FASBE) issued Staternert of Financial
Accounting Standards No. 108, Accounting for Income Taxes (SFAS 100). SFAS 109 supersedes
previously issued income tax accourting standards and is effective beginning January 1, 1983, When
SFAS 109 is adopted, t will increase assets and liablities by approximately $1.1 blllion but will not have
# material effect on net income.

Aliowsnce for Funds Used During Construction (AFUDC)

AFUDC, a noncash cost calculated in accordance with FERC guidelines, represents the estimated cost of
caphal funds used to finance CLAP's construction program. These costs, which are one component of
the total caphalized cost of construction, are not recognized as part of the rate base for ratemaking

9



The Connecticut Light and Power Company

purposes until faciiities are placed in service. The effective AFUDC rates under the gross-of-income tax
method for 1982, 1991, and 1990 were 5.5 percent, 7.9 percent, and 8.8 percent, respectively

Energy Adjustment Clauses

Retall electric rates include a fuel adjustment clause (FAC) under which fossil-fuel prices above or below
base-rate levels are charged or credited to customers. Administrative proceedings are required each
month 1o approve the FAC charges or credits proposed for the following month Monthly FAC rates are
also subject 10 retroactive review and appropriate adjustment by the DPUC each quarter after public
hearings.

Beginning in 1878, the DPUC approved the use of a generation utilization adjustment clause (GUAC), which
levels the effect on fuel costs caused by variations from a specified composite nuciear generation capacity
factor embedded in base rates. Generally, at the end of a 12-month period ending July 31 of each year,
these net vanations from the amounts included in base-rate cost levels are refunded 1o, or collected from,
customers over the subsequent 11-month period beginning In September.  Should the annual nuciear
capacity factor fall below the 55 percent GUAC floor, CLAP would have 1o apply 1o the DPUC for
permission to recover the additional fuel expense associated with nuciear performance below 55 percent.

For additional information see Note 10, Commitments and Contingencies—Nuclear Performance

Phase-in Plans

As discussed below, CLAP Is phasing into rates the recoverable parts of Its investments in Milistone 3 and
Seabrook 1. The plans are in compliance with Statement of Financial Accounting Standards No. 82,
Regulated Emerprises—Accounting for Phase-in Plans.

As allowed by the DPUC, CLAP is phasing into rate base Its allowed investment in Millstone 3 The DPUC
has provided for tull deferred earnings and carrying charges on the portion of CLAP's aflowed investment
in Millstone 3 not inciuded in rate base. Through December 31, 1992, CLAP had placed into rate base
$1.49 billion, or 85 percent, of s allowed Investment in Millstone 3. The remaining $263.5 miliion, or
15 percent, is 10 be phased into rate base annually in three 5-percent steps beginning January 1, 1983
The amortization and recovery of deferrals through rates began January 1, 1988 and will end no later than
December 31, 1995 As of December 31, 1992, $278.6 miliion of the daferred retum, including carrying
charges, has been recovered, and $178.5 million of the deferred retum recorded to date, pius carmying
charges, remains 10 be recovered

ummwmwuc,mvnmnomouuumwmhw1.TmoPuc
has provided for tull deferred sarnings and carrying charges on the portion of CLAP's allowed investment
in Seabrook 1 not included in rate base. Through December 31, 1882, CLAP had placed into rate base
$111.1 milion, or two-thirds of its allowed investment in Seabrook 1. The remaining $55.6 milion, or one-
third, Is 1o be phased into rate base in 1933 The amortization and recovery of deferrals through rates
began Sepiember 1, 1831 and will end no later than Augusi 31, 1896, As of December 31, 1992, 8518
million of the deferred return, Including camying charges, has been recovered, and $21.4 miliion of the
deferred retumn recorded 10 date, plus carrying charges, remains to be recovered.

2 NUCLEAR DECOMMISSIONING

The Company’s 1992 decommissioning study concluded that complete and immediate dismantiement at
retirament continues 1o be the most viable and econornic method of decommissioning the three Millstone

-10-
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units. A 1991 Seabrook decommissioning study also confirmed that complete and immediate
dismantlement at retirement Is the most viable and economic method of decommissioning Seabrook 1
Decommissioning studies are reviewed and updated periodically to reflect changes in decommissioning
requirements, technology, and inflation.

The estimated cost of decommissioning CL&AP's ownership share of Milistone 1 and 2, in year-end 1992
dollars, is $283.5 million and $235.7 million, respectively. The estimated cost of decommissioning CLAP's
ownership share of Milistone 3 and Seabrook 1, in yearend 1992 dollars, is $209 4 milion and
$14.3 million, respectively. Nuclear decommissioning costs are included in depreciation expense on the
Statements of iIncome. Nuclear decommissioning, as a cost of removal, is included in the accumulated
provision for depreciation on the Balance Sheets

CLAP has established independent decommissioning trusts for its portion of the costs of decommissioning
Millstone 1, 2, and 3. CL&P's portion of the cost ol decommissioning Seabrook 1 Is paid to an
independent decommissioning financing fund managed by the state of New Hampshire.

As of December 31, 1992, CL&P has collected, through rates, $126.7 milion, toward the future
decommissioning costs of its share of the Milistone units, of which $38.5 million has been transferred 10
extemal decommissioning trusts. As of December 31, 1982, CL&F has paid approximately $558,000 into
Seabrook 1's decommissioning financing fund. The decommissioning trusts and decommissioning
financing fund are reported on the Balance Sheets, at cost, which approximates market.

CLA&P, along with other New England utilities, has equity investments in the four Yankee companies. Each
Yankee company owns a single nuclear generating unit. The estimated costs, in year-end 1992 dollars,
of decommizsioning CL&P’s ownership share of CY, MY, and VY, are $110.1 million, $26.0 million, and
$22 8 million, respectively. As discussed in the following paragraph, YAEC's owners voled 10 permanently
shut down the YAEC unit on February 26, 1992. The decommissioning costs of the Yankee companies
are recorded on their respective financial statements. Under the terms of their contracts with the Yankee
companies, the shareholders-sponsors are responsible for their proportionate share of the operating costs
of each unit, induding decommissioning. The nuciear decommissioning costs of the Yankee companies
are included as pan of the cost of power.

YAEC has begun preparations for an orderly decommissioning of s nuclear facility. On June 1, 1982,
YAEC filed a rate filing to obtain FERC authorization to collect the closing and decommissioning costs and
10 recover the remaining investment in the YAEC nuclear power plant, over the remaining period of the
plant's Nuclear Regulatory Commission (NRC) operating license. YAEC, the FERC staff, and intervenors
1o the FERC proceeding have approved a settiement agreement for approximately $402.3 million that would
resolve all outstanding issues. The settiement agreement is awatting FERC approval. Al December 31,
1992, CLAP's share of these estimated costs was approximately $98 6 million Management expects that
CLAP will continue 10 be aliowed to recover such FERC-approved costs from ks customers. Accordingly,
CLAP has recognized these costs as 8 regulatory asset, with a corresponding obligation, on ks Balance
Sheets CLAP has a 24.5 percent equity investment, approximating $5.9 million, in YAEC. CLAP has relied
on YAEC for less than 1 percent of s system capachty

11-
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3

LEASES

CLAP and WMECO have entered into the Niantic Bay Fue! Trust (NBFT) caphal iease agreement 1o finance
up to $530 million of nuciear fuel for Millstone 1 and 2 and their share of the nuciear fuel for Milistone 3
CLAP and WMECO make quarterly lease payments for the cost of nuciear fuel consumed in the reactors
(based on a units-of-production method at retes wtuch refiect estimated kilowatt-hours of energy provided)
plus financing costs associated with the fuel in the reactors. Upon permanent discharge from the reactors,
ownership of the nuciear fuel transfers 1o CLAP and WMECO

CL&P has also entered into lease agreements, some of which are caphtal leases, for the use of substation
equipment, data processing and office equipment, vehicies, nuciear control room simiulators, and office
space. The provisions of these lease agreements generally provide for renewal options. The following
rental payments have been charged 1o operating expense.

Caphal Operating
Year —heases _hpases
SR il wis $ 61,795,000 $26,918,000
. TR A 50,998.000 26,320,000
B 5 ileis s v e 103,636,000 26,990,000

interest included In caphal lsase rental payments was $14,782,000 In 1982, §15674,000 in 1991, and
$18,450,000 in 1990.

Substantially all of the caphal lease rental payments were made pursuant 10 the nuciear fuel iease
agreement  Future minimum lease payments under the nuclear fuel caphtal lease cannot be reasonably
estimated on an annual basis due to variations in the usage of nuclear fuel.
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Future minimum rental payments, excluding annual nuciear fuel lease payments and executory costs, such
&s property taxes state use laxes, insurance, and maintenance, under longlerm noncancelable leases,
as of December 31, 1992, are approximately

Capital Operating
Year —heases —hpases
(Thousands of Dollars)

. PPN Sy e R e e - $ 2800 $ 21,300
R 0L s ek e 4 R e 2,800 18,200
1985 ... .. 2,800 17,700
PP R R e ey 2,800 15,900
R oL i 55 s T i 2.800 11,700
Aher 1997 . ............. 48 000 _82.200
Future minimum lease payments . . .. 62,000 $168 000
Less amount representing interest . . _&0 800
Present value of future minimum
lease payments for other than
O Nl ... .eaesenmasEesans 21,100
Present value of future nuciear
fuel lease payments . ............ 176,300

OIS 2 Dbt s s Wl & » §187.4%0

SHORT-TERM DEBT

NU, CLEP, WMECD, HWF, NNECO, and The Rocky River Realty Company (RRR) have estabiished a
revolving credi faciiity with a group of 19 banks. Under this facility, the participating companies may
borrow up 10 an aggregate of $360 million. Individual borrowing limits are $175 milllion for NU, $360 million
for CLAP_ $75 million for WMECO, $8 milllion for HWP, $60 million for NNECO, and $15 milllion for RRR.
The system companies may borrow funds on a short-term revolving basis using efther fixed-rate loans or
standby loans. Fixed rates are set using competitive bidding Standby-oan rates are based upon several
atternative variable rates. The system companies are obligaied to pay a faclity fee of .20 percent of each
bank’s total commitment under the three-yaar portion of the taciity, representing 75 percent of the total
tacility, plus .135 percent of each bank's total commitment under the 564-day portion of the faciilty,
representing 25 percent of the total faclity. At December 31, 1982, there were no borrowings under the
taciity.

Certain subsidiaries of NU, including CL&P, are members of the Northeast Utlities System Money Pool
(Pool) The Pool provides & more efficient use of the cash resources of the system, end reduces outside
shortterm borrowings NUSCO administers the Pool as agent for the member companies.  Short-term
mmmm;dmmwmmmwwwm“umw:dmmwm.
including funds borrowed by NU parent. NU parent may lend to the Pool but may not borrow. Investing
and borrowing subsidiaries recelve or pay interest based on the everage dally Federal Funds rale Furds

13-
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may be withdrawn f'om or repaid 1o the Pool at any time without prior notice. However, borrowings based
on loans from NU parent bear interest at NU parent’'s cost and mus! be repaid based upon the terms of
NU parent's original borrowing

The amount of shor!-term borrowings that may be incurred by the Company Is subject to periodic approval
by the SEC under the 1835 Act. In addition, the charter of CL&P contains provisions restricting the amount
of short-term borrowings. Under the SEC and /or charter restrictions, as of January 1, 1993, the Company
was authorized 1o incur short-term borrowings up to @ maximum of $375 million.

8. PREFERRED STOCK NOT SUBJECT TO MANDATORY REDEMPTION
Details of preferrec stock not subject 1o mandatory redemption are
December 31, Shares
1962 Outstanding
Redemption December 31, e Decemberat,
Description Price 1992 1992 1991 1990
(Thousands of Dollars)

$190 Seriesof 1947 . .. ..... $52 50 163,812 § 8196 $ 8196 § 8196

$200 Series of 1547 .. . .. .. .. 54 00 336,088 16,804 16,804 16,804

$204 Seriesof 1948 . . . .. . ... 5200 100,000 £.000 5,000 5.000

$206 SeriesEof 1854 ... ... 51.00 200,000 10,000 10,000 10,000
. $200 SeriesFof 195 ... ... §1.00 100,000 5,000 5,000 5,000

$220 Seriesof 1848 . . ... ... 5250 200.000 10,000 10,000 10,000

$324 SeriesGofi1:s . .. .. 51.84 300,000 15,000 15,000 15.000

$380 SeriesJof197 ... .. : §2.10 400,000 20,000 20,000 20,000

$448 SerlesMHof 1970 ... .. .. 52.21 300,000 15.000 15,000 15,000

$448 Seriesiof 1970 ... .. §2.32 400,000 20,000 20,000 20,000

$456 Series Kof 1874 . . . .. . - - 50,000 50,000

390% Series of 1848 . . . . .. : 50.50 160,000 8.000 8,000 8,000

450% Seriesof 1856 . ...... .. 80.75 104,000 5,200 5,200 5,200

450% Seriesof 1963 . . ... .. SC.50 160,000 8.000 8.000 8.000

496% Seriesof 1956 . ... ... 50.50 100,000 §,000 5.000 5.000

528% Seriesof 1967 . . .... .. 5143 200,000 10,000 10,000 10.000

656% Seriesof 1968 ... ... ... 51.44 200,000 10,000 10,000 10,000

760% Seriesof 1871 . ... .. .. 51.61 199,925 8,896 9,996 8.996

936% Seriesof 1970 . ... .. ... - - - 10,000 10,000

860% Seriesof 1874 . . ... . .. . . - 14,999 14 999

1989 Adjustable Ra'e

BT . o b b ks 5 2500 2,000,000 —S0.000 50000 50000

Total preferred stock

not subject 10

mandatory redemption . .. .. ... $231996  $306195 $306195

Al or any part of sach outstanding series of preferred stock may be redeemed by the Company at any
time &t esiablished redemption prices plus accrued dividends to the date of redemption.

4.
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6. PREFERRED STOCK SUBJECT TO MANDATORY REDEMPTION

Details of preferred stock subject to mandatory redemption are

December 31, Shares
1992 Outstanding

Redemption December 31, December 31,

Description Price* 1992 1992 1991 1990
(Thousands of Dollars)
$552 SerieslLof1975 ...... $ - - $ - $ 1826 § 3826
1048% Series of 1880 .. ... .. . - - 14,000 16,000
11.52% Series of 1875 .. ... - . - 966 1,966
910% Series of 1987 ... .. .. 2652 2,000,000 50,000 50,000 5C.000
800% Series of 1989 2 oo 2680 3,000,000 75,000 75.000 75.000
7.23%  Series of 1982 52 41 1,500,000 15000 - :
200,000 141,882 146,892

Less preferred stock 10 be
redeemed within one year . .. . 2500 250 __ 250
Total preferred stock subjact
to mandatory reder, do ... .. §197.500 $139300 §les 3o

*Redemption prices reduce in future years

The following table details redemption and sinking fund activity for preferred stock subject to mandatory

redemption
Minimum Maximum
Annual Annyal
Sinking-Fund Sinking-Fund —Shares Reacquired
Series Requiremert __ Requirement 1932 1991 1990
(Thousands of Dollars)
$552 Series L of 1975 $1,000 $2.000 38,524 40,000 40.000
10 48% Series of 1980 1,000 2,000 280,000 40,000 40,000
11.52% Series of 1975 500 1,000 19,318 20,008 20,000
© 10% Series of 1987 (1) 2.500 5,000 . . .
$00% Series of 1988 (2) 3,750 7.500 . . .
7.23% Series of 1992 (3) 3,750 7.500 . . .

(1) Sinking fund requirements commence June 1, 1993
(2) Sinking fund requirements commence October 1, 1985
(3) Sinking tund requirements commence September 1, 1998

mmmmummmwmmwmmnmmm
through 1997, aggregate approximately $2,.500,000 in 1933 and 1994 and $6.250 000 in 1995 through

15.
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1997 Al sinkingtund requirements for the preferred stock subject 1o mandatory redemption have
been met

In case of default on sinking-fund payments or the payment of dividends, no payments may be made
on any junior stock by way of dividends or otherwise (other than in shares of junior stock) so long as
the default continues. If the Company is in arrears in the payment of dividends on any outstanding
shares of preferred stock, the Company would be prohibited from redemption or purchase of less than
all of the preferred stock outstanding. All or pan of each of the series named above may be redeemed
by the Company at any time at established redemption prices plus accrued dividends to the date of
redemption, subject to certain refunding limhations
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7. LONG-TERM DEBT
Details of iong-term debt outstanding are
—December3t,
1992 1891
(Thousands of Dollars)
First Mortgage Bonds:
4 1/4% Series, TR I R e P Wy . T - o $ 15000 $ 15000
B1/2% Series PP, due 1983 .......... ........ - 125,000 125,000
93/4% Series00 due1984 ................. by . 95000
4 1/2% Series, due 1994 . ........c..c.iiuininn 12,000 12,000
10% Series NN, due 1985 . .................... . 74,324
B7/8% SerieslL, due1996 ......... ........... . 100,000
55/8% Series, due 1997 ........... e Py 20,000 20,000
91/8% Series MM, due 1987 .. .. ................. . 75,000
6% Series S, due 1987 . .. L N L Py g 30.000 30,000
67/8B% SerieslU, duei®88 ........... .......... 40,000 40,000
7 1/8% Series, TR T P g T 25,000 25,000
61/2% SeriesT, due1998 ............ ......... 20,000 20,000
6 1/2% Series, TR R N A e Ryt 10,000 10,000
B3/4% SeriesY, Ade2000 .........c.i 0000t 40,000 40,000
87/8% SeriesW, due2000 ..............ccc00uns 40,000 40,000
9 1/4% Series, BUDTO00 . . o s owssara s daba el - 20,000
T3/8% Sl X, GUBR00Y .. .... cccssiwsanains 30,000 30,000
. 75/8% Series, Y v o e D g 30,000 30,000
7 1/2% Series, dUe 2002 .........c000i0innans 35,000 35,000
T5/8% SenesY, GueBDD2 ...:..i.csconvsessniin 50,000 50.000
75/8% SeriesZ, due2003 .............. ... 50,000 50,000
7 1/2% Series, CUR - IR R, 40,000 40,000
B3/4% Series AA, due2004 ....... ... ...... . 65,000 65,000
8 1/4% Series, IR -5 Lns b aas s b 30.000 30,000
8 7/8% Series DD, due 2007 ..... RO T e - ! 45 000 45,000
©1,/4% SeriesEE, due2006 ..................... 40,000 40,000
9 3/8% Series. S DB . eniaeeeiasa e 40,000 40,000
93/4% SeriesQQ, due2018 ............ ... 75,000 75,000
91/2% SeriesRR, due2018 ... ................... 75.000 /5,000
93/8% SeriesSS, due2019 ..............c0.0nn 75,000 .00
73/8% SeriesTT, due2019 ...............cc0neus 20,000 20,000
75/8% Series UU, due 1987 ....... ... ........... 200,000 -
71/4% SeriesVV, due 1999 ... ..........c.c000nnn 100,000 -
41/4% Series WW, due 1884 .. ... ................ _ 170000 .
Total First Monigage Bonds . ................ 1,547,000 1,441,324

. -‘7.
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—ppcomber 31,
1992 ‘3
(Thousands of Doliars)
intermediate Term Notes:
8925% Cdue 1982 ............0c.cn e Lt o g o P, - . 50.000
Pollution Control Notes
590%, due 1998 .. ........... e 2 o lalelat Lo T 6.197 6.845
BSO%, S PMT ... naiy i , 5 e e 16.000 16,000
Variable rate, due 2013-2022 . . .. ... ... ..o e 350,100 340100
Fees and interest due for spent fuel
GUPOSMIBOMD .. .. .ocavsannsnsanssbunns 1 e e 132,015 127,281
o A e e e Ty e g AL LR 41,483 46,753
Less amounts due withinone year . .................0.. 157,104 55 908
Unamortize premium and discount, net .. ... ............. (4.869) (5.035)
Longtermdebt, net .................... T - $1.930.832 $1.967.380

Long-rerm debt maturities and cash sinking-fund requirements on debt outstanding at December 31,
1992 for the years 1993 through 1967 are approximately. $147,100,000, $190,000,000, $8,100,000,
$10,400,000, and $261,800.000, respectively In addition, there are annual 1 percent sinking- and
improvement-fund requirements, currently amounting 10 $15,200,000 for the year 1993, $13,850,000 for
1964 and $12.250.000 for 1995, 1996 and 1997. Such sinking- and improvement-fund requirements
may be satisfied by the depostt of cash or bonds or by certification of property additions.

Al or any part of each outstanding series of first morigage bonds may be redeemed by the Company
at any time at established redemption prices plus accrued interest 10 the date of redemption, except
certain series which are subject 10 centain refunding limitations during their respective initial five-year
redemnption periods.

Essevally all of the Company's utiity plant is subject to the liens of its first morigage bond indentures

As 1 December 31, 19382, the Company has secured $293.7 million of polistion control notes with
second mongage liens on Milistone 1, junior to the liens of its first morgage bond indentures.

@
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8 INCOME TAX EXPENSE

The compornents of the federal and state iIncome tax provisions are

For the Years Ended December 31 1992 1991 1920
(Thousands of Doliars)
Current income taxes

L e N : 3 61,773 $ 33n? $ 47267
State . . .. N S 21,153 _1sre2 25576
Total currert . . .. ...... N T S T __B8goe 52490 12843

Deferred income taxes, net
Federal . a e M NN P ok b 60,788 88,554 44774
State . .. it = : iy 11,833 26430 & 661
Total deferred . . . . . R i 72621 114,984 50,435
Investment tax credits, net . o {6.230) (6.230) (1€.144)
Total income tax expense > o 5 BT T s 158 317 $161.253 $107.134

The components of total income tax

expense are classified as follows.
Income taxes charged 10 operating

EXDeNSeS . .. ........... ... $172,236 $173,102 $138 940
Income taxes associated with the

amortization of deferred nuclear plants

retun-borowed funds . ... ... ...l (15,157) (12,263) (10,6685)
income taxes associated with AFUDC and

deferred nuclear piants return -

DOTOWBE BUNES . . . . . oo vwrse v s e s 9,409 13,418 13,033
Other income taxes - credn . . ., . AR ol ot (11.171) (13.004) (34.174)
Total income tax expense . .. ................ 155317 $161.253 $107.134

%
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Deferred income taxes are comprised of the tax effects of timing differences as follows:

Eor the Years Ended December 31, 1992 1891 1990
(Thousands of Dollars)
Depreciation, excluding leased
oucionr it ... ... enaans ceks w & s $ 5047 $ 5139 $ 44729
Conservation and lo.d managamem ....... = 13,506 22554 4 803
Constructionoverheads . ... ......... o coneuvnns . 3 (9,240)
Depreciation on leased nuclear fuel,
settiement credis, and disposal costs . . ... .. ... .. (6.756) {1,763) 2,263
Energy adjustment clauses . . .. ......... ... R 12,627 47 483 1,570
AFUDC and deferred nuclear plants return, net . . . .. (5.748) 1,155 2,360
Early retirema=" Ogram . ................ 2 ok 3,988 (8.718) .
Penssongcerual .. ........cccocmnvnmnimnnnns 885 (351) 4,498
Settiement, canceled bndependem power plants . . . . .. 7,251
IR o . o i 03 e 0 o e {3603 5 ]g ﬁ; )
Deferred income taxes, net . . .. .......... AT §$ 72621 §114.084 $ 50435

The effective income tax rate is computed by dividing total income tax expense by the sum of such taxes and
income from continuing operations. The differences between the effective ate and the federal statutory
income tax rate are

Eor the Years Ended December 31 1992 1991 1990
Federal statutory income tax rate ... ... ........ 34 00% 34 00% 34 00%
Tax effect of differences

Depreciation differences . . . .. ................ . 437 265 225
Deferred nuclear plams return - other funds . . . . . .. (3.32) (3.10) (. 45,
Amortization of nuclear plants return -

L T N S S et PR S 401 a 345
Construction overheads .. ............. ... - . (2.89)
investment tax credit amontization .. ......... O (172 (1.55) (4 85)
State income taxes, net of federal

R & 5t odtaTh o o T ko B A P AT W 4 7.1 7.46 6.26
Adjustment for prior years taxes . . .. ............. (97) (1.74) {1.83)
KR TR - L i et dosrain o g 4 3 i #t 2 5 & 4 B AN WA {58} (82) {55}

Effective income taxrate ................c..0.- 4290% L11% 22.28%
-20-
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. NOTES TO FINANGIAL STATEMENTS
[ POSTRETIREMENT BENEFITS

The Company participates in a uniform noncontributory defined benefit retirement plan covering all
regular system employees  Benefits are based on years of service and employees’ highes!
compensation during five consecutive years of employment The Company's direct-aliocated portion of
the system's pension cos', part of which was charged 10 utility plant, approximated ($1.7) million in
1992. $10.8 miilion In 1991, and $1.6 million in 1990

Cumently, the Company funds annually an amount at least equal to that which will satisty the
requirements of the Empioyment Retirement Income Security Act and the intemal Revenue Code.
Pension costs are determined using market-related values of pension assets. Pension assets are
invested primarily in equity securities, bonds. and insurance contracts.

The components of net pension cost for the system (exciuding PSNH and NAESCO) are:

Eor the Years Ended December 31, 1992 1991 1990
(Thousands of Dollars)
T I R S SN $ 27,480 $ 48,738 $ 30,458
T T N G R L S R S s 69,746 71,041 64,352
Retumonplan @ssets .. .......cco0cuenass {77,232) (198 437) 10,498
NOLBMNDMEERIION -« . o v v hva s ik s s mes [16.266) 108175 _94.034)
. NetpensionCost ................. U $ 3728 $20517 §11275
For calculating pension cost, the following assumptions were used:
Eor the Years Ended December 31, 1962 1991 1990
DORNIE A . i iliiisaianaeansmassansan 85% 0% 90%
Expected long-term rate
Y- o R a5 B 80 87 87
Compensation/progression rate . .. ........ 68 75 75

W
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The following table represents the plan's funded status reconciled to the NU Consotidated Balance
Sheets

At December 31 1992 1991
(Thousands of Dollars)

Accumulated benefit obligation,
including $719.608,000 ¢! vested
benefits at Decemnber 31, 1992 and
$585 418,000 of vested benefits at

December 31,1991 .. ............... . $ 764432 $ 623795
Projected benefit obligation . . ... .. : : $1,085,285 $ 848374
Less: Market value of plan assets . . . .. .. .. 1,226,468 1.031.699
Market value in excess of projected

benefit obligation . . ......... o P 171,173 183,325
Unrecognized transition amount .. ...... .. (18.277) (26.958)
Unrecognized prior service costs . . . . . o 8,658 7,323
Unrecognized netgain . .... . ............ (214 894) {176.380)
Accrued pension liabilty . . ........... ..., $ (53340 § (12690)

The following actuarial assumptions were used in calculating the plan's year-end funded status:

Al December 31 1962 1991
RSO0 O . i b s s 5 5 sals o 4 e e B8.0% B.5%
Compensation/progression rate ... ........ 50 68

In addition 1o pension benefits, the Company currently has a practice of providing certain health care
and life Insurance benefits to retired employees. The direct cost of providing those benefits was
approximately $8,791,000 in 1992, $7,525,000 in 1991, and $7,547,00 in 1990. The Company currently
recognizes health care benefits primarily as paid and provides for Ife Insurance benefits through
premiums paid to an insurance company.

in December 1990, the FASE Issued Statement of Financlal Accounting Standards No. 106, Employer’s
Accounting for Postretirement Benefits Other Than Pensions (SFAS 106). This new standard requires
that the expected cost of postretirement benefits, primariy health and Ife insurance benefits, must be
charged to expense during the years that employees render service. This is a significant change from
the Company's currert policy of recognizing these costs as paid. Effective January 1, 1983, CLAP will
adopt SFAS 106 on a prospective basis CLAP anticipates that k will amontize ks SFAS 106 prior
service obligation of approximately $164 million over a 20-year period. The adoption of SFAS 106 will
increase the direct cost of postretirement benefits by approximately $13 million in 1983. The accrual of
lhtmtSFAswswiglﬂonhnuupododtohnvelnm.rhlmclmmmpomonorm
results of operations. CLAP has petiioned ks reguiators for recovery of these costs, including those
related 1o prior service.
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COMMITMENTS AND CONTINGENCIES

Construction Program

The construcion program is subjeci 1o periodic review and revision. Actual construction expendiures
may vary from estimates due to factors such as revised load estimates, inflation, revised nuciear safety
regulations, delays, difficutties in the licensing process, the availability and cost of captal, and the
granting of timely and adequate rate relie! by reguiatory commissions, as well as actions by other
reguiatory bodies

CLAP currently forecasts construction expenditures (including AFUDC) of $853.3 million for the years
1993-1997, including $184 5 milion for 19¢. In addition, the Company estimates that nuciear fuel
requirements, including nuclear fuel financeu through the NBFT, will be $268.2 million for the years
1993-1997, including $46 1 million for 1993 See Note 3, Leeses for additional information about the
financing of nuclear fuel

Nuciear Perforrance

CL&P has incurred approximately $88 million in replacement power costs associated with Milistone
outages that occurred between October 1990 and February 1982 Recovery of prudently incurred
replacement power costs is permitted, with limitations, through the FAC and GUAC.

Management believes that some portion of the remaining replacement power costs may be disallowed
or subject to refund pending completion of regulatory reviews. However, management believes that its
actions with respect 1o these outages have been prudent and does not expect the outcome of these
reviews 10 have a material adverse impact on the Company’s future results of operations.

See Note 1, Summary of Significant Accounting Policies—Energy Adjustment Ciauses, and
Management's Discussion and Analysis for additional information regarding nuciear performance and
energy adjustment clauses

Environmental Matters

CLAP is subject 10 reguiation by federal, state, and local authorities with respect to air and water
quality, handling and the disposal of toxic substances and hazardous and solid wastes, and the
handiing and use of chemical products. The cumulative long-term economic cost impact of
increasingly stringent environmental requirements cannot be estimated However, CL&P has an active
environmental audting program to detect and remedy noncompliance with ervironmental laws and
regutations. CL&P may incur significant additional costs, greater than amounts included in cost of
removal and other reserves, in connection with the generation, transmission, and distribution of
electricty and the storage transportation, and disposal of by-products and wastes. CLEP may also
encounter significantly increased costs to remedy the environmental effects of prior waste handling and

disposal practices.

a.&vmm-a.muwmwuwmh.uwmmwmoonmumymm.m
estimated environmental remadiation costs for waste disposal sites for which I expects to bear legal
liabiity. To date, these costs have not been material with respect 10 the eamings or financlal posftion
of the Company. In most cases. the extert of L "tional future environmental cleanup costs is not
ostbrmbieduewhctorswchnmemknownmgnnudadpoulmmmum.mmm
eftects of future legislation and reguiation, the possible effects of technological changes relatad 0
future cleanup, and the difficutty of determining future liabiity, i any. for the cleanup of sttes at which
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CL&P has been Informed that ft may be determined to be legally liable by the United States
Environmental Protection Agency or the Connecticut Deparntment of Environmema! Protection. In
addftion, CL&P cannot estimate the potential lability for tuture claims that may be brought against it by
private parties. However, considering known facts and existing laws and regulatory practices.
management does not believe that such matters will have a material adverse effect on CL&P's financial
posttion or future results of operations

Changing environmental requirements could hinder the construction of new generating units
transmission and distribution lines, substations, and other faciities  Changing environmenta!
requirements could also require extensive and costly modifications 10 CL&P's existing hydro, nuciear,
and fossil-fuel generating units, and transmission and distribution systems, and could raise operating
costs signfficantly CL&P may also face significantly increased capital and operating costs for work
centers, substations, and other facilies as a result of environmental regulations. However, CLAP
believes that It Is In substantial compliance with current environmental laws and regulations.

Hydro-Quebec

Along with other New England utifties, CLAP, PSNH, WMECD, and HWP entered intc agreements to
Support transmission and terminal faclities to Imnon electricity from the Hydro-Quebec system in
Canada. The Company is obligated to pay. over & “0-year period, its proportionate share of the annual
operation, maintenance, and caphtal costs of these facilties. CLAP's share of Hydro-Quebec costs are
currently forecast to be $103.8 million for the years 1993-1997 including $22 1 milllion for 1983,

Nuclear insurarce Contingencies

The Price-Anderson Act currently limits public liability from a single inci.ent at a nuclear power plant 1o
$7.9 billion  The first $200 million of liabilty would be provided by pur chasing the maximum amount of
commercially available insurance Additional coverage of up 1o 8 1otz of $7.3 billion would be provided
by an assessment of $63 million per incident, levied on each of the 116 nuclear unfts that are currently
subject 10 the Secondary Financial Protection Program in the United States, subject 1o a maximum
assessment of $10 million per incident per nuclear unh in any year. In addition, ¥ the sum of all public
liability claims and lega' costs arising from any nuciear incidert exceeds the maximum amount of
financial protection, each reactor operator can be assessed an additional § percent, up to $3.2 million,
or $365.4 million in total, for all 116 nuciear unis. Themknunmmhtobondjuﬂodmhast
every five years 10 reflect inflaticnary changes. Based on CLAP's ownership imerests in Milistone 1, 2,
and 3, and Seabrook 1, CLAP's maximum liability would be $144 8 million per Incident In addttion,
through CL&P's power purchase contracts with the four Yankee regional nuciear generating
companies. CLAP would be responsible for up to an addhional $53.3 million per incident. Payments for
CL&P's ownership interest In nuciear penerating facilities would be limited to 8 maximum of
$29.9 million per incident per year.

Insurance has been purchased from Nuclear Electric Insurance Umited (NEIL) 10 cover (1) certain
mnmsmmhmmmmmdmmmnmmmw ,
to CLAP's ownership interests in Millstone 1, 2. and 3. Seabrook 1, and CY; and (2) the cost of repair,
MWm.aMMMumdemmmmm
mmnWwW‘;mehMﬂami.z.m!.mi. CY, My,
and VY, Mcomponleshsw'dwthNEIL.nwb}oatorarmaMmlMuwm
accumulated funds avaliable to NEIL. The maximum potential assessments against CLAP, with respect
1o losses arising during current policy years are approximately $8.5 million under the replacement Y
power policies and $18 0 milion under the properry damage. decontamination, and decommissioning
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policies. Although CL&P has purchased the limits of coverage currently avallabie from the conventional
nuciear insurance pools, the cost of a nuclear incident could exceed available insurance proceeds

Insurance has been purchased frorn American Nuclear Insurers/Mutual Atomic Energy Liabiity
Underwriters, aggregating $200 million on an industry basis for coverage of worker claims Al
companies insured under this coverage are subject to retrospective assessments of $3.2 million per
reactor. The maximum potential assessments against CL&P with respect 1o losses ansing during the
current policy period are approximately $8 6 million

Financing Arrengements for the Regional Nuclear Genersting Companies

CLAP believes tha! the regional nuclear generating companies will require additional extemal financing
in the next several years for construction expenditures, nuciear fuel, and other purposes. Although the
ways in which each regional nuciear generating company will attempt 1o finance these expenditures
have not been determined, CLAP expects that it may be asked to provide direct or indirect financial
support for one or more of thece companies

EUA Power Corporstion (EUAP)

CLAP could be affected by the ability of other Seabrook joint owners to fund their share of Seabrook
costs On February 28 1991, EUAP filed a voluntary petition for protection under Chapter 11 of the
United States Bankruptcy Code EUAF's principal asset is s 12 13 percent joint ownership Interest in
Seabrook 1. On February 5, 1993, with SEC approval, EUAP redeemed all of Rs preferred and
common stock from fts parent company, terminating EUAP's status as a subsidiary of a public utiity
holrsing company and SEC jurisdiction under the 1935 Act. in addition, EUAP also formally changed Rs
na ne to Great Bay Power Corporation (EUAP/GBF). A confirmation hearing on an amended plan of
reorganization has been scheduled for the beginning of March 1993 If the Bankruptcy Coun confirms
the plan, t will still need to be approved by the NRC, New Hampshire Public Lnilty Commission, and
FIRC.

CLAP and The Unfted lliuminating Company (Ul, an unaffiliated company) previously agreed 10 make
certain advances up 1o $22 million to cover shortfalls in the funding of EUAP /GBP's ownership inerest
in Seabrook 1. These advances were made under an agreement (1992 Agreement) which is
scheduled 10 expire on February 28, 1994, that granted CLAP and Ul 8 high priority lien on
EUAP/GBP's ownership interest in Seabrook 1. As of February 28, 1983, there were no borrowings
outstanding under the 1992 Agreement.

While funding under the 1932 Agreement remains avaliable 10 EUAP/GBP on & month-ic-month basis,
in February 1993, CLAP and Ul agreed, subject 1o the approval of the Bankruptcy Court and SEC, 1o
enter into & substitute arrangement 1o make advances up 1o $20 million to EUAP /GBP for & periad that
will not exceed 360 days following the first advance. CLAPs share of this new commitment is limhed to
60 percent of the advances, or §12 milllion

FAIR VALUE OF FINANCIAL INSTRUMENTS
In December 1991, the FASB issued Statement of Financial Accounting Standards No. 107, Disclosures

About Fair Values of Financia! Instruments (SFAS 107). SFAS 107 requires companies to disclose the
estimatad fair value of their financial instruments for which It is practicable to estimate falr value
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The foliowing methods and assumptions were used to estimate the fair value of each of the foliowing
financial instruments

Ceash and special deposits. The carrying amount approximates fair value

Nuclear decommissioning trusts: The carrying amount approximates fair vaive.

Preferred stock: The tair value of CLAP's fixed rate preferred stock is based upon the quoted market
price for those issues or similar issues Adjustable rate securfties are assumed to have a fair value
equal 10 their carrying value

Long-te-m debt. The fair value of CL&P's fixed-rate long-term debt is based upon the quoted market
price for those issues, or similar issues Adjustable rate secuiities are assumed to have a fair value
equal 1o their carrying value

The carrying amount of CL&P's financial instruments, and the estimated fair value at December 31,
1982, Is as follows

Carrying Fair
Amoynt Yale
(Thousands of Dollars)
Preferred stock not subject to mandatory redemption . . . ............... $ 231196 § 184910
Preferred stock subject to mandatory redemption .. ... .. ... ... $ 200000 $ 208750
Long-term debt—First Mortgage Bonds . . .. .. ... ... i $1.547.000 $1.584 643
OtherlongIem et .. .......c.ccnvsvmrvsnssiaanssnsssnnassunn $ 545803 § 545805

12

The tair values shown above have been reported 10 meet the disclosure requirements of SFAS 107 and
do not purpon to represent the amounts that those obligations would be seftied at.

CASH AND SPECIAL DEPOSITS

Cash and speciel deposits at December 31, 1992 include $10 million in special deposhs that will be
used 10 redeem $10 million of CLAP's Poliution Control Notes.



The Connecticut Light and Power Company

Beport of Ingependent Public Accountants

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

We have audited the balance sheets of The Connecticut Light and Power Company (a Connecticut
corporation and a wholly owned subsidiary of Northeast Utiities) as of December 31, 1992 and 1961, and the
related statements of Income, common stockholder's equity and cash flows for each of the three years in the
period ended December 31, 1982. These financial statements are the responsibility of the Company's
management Our responsibility is 1o express an opinion on these financial statements based on our audns

We conducted our audits in accordance with generally accepted audiing standards. Those standards
require that we plan and perform the audh to obtain reasonable assurance about whether the financial
statements are free of material misstatement An audit includes examining, on & test basis, evidence
supporting the amounts and disclosures In the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide @ reasonable basis for our opinion.

In our opinion, the financial statements referred to above present faidy, In all material respects, the
financial posttion of The Connecticut Light and Power Company as of December 31, 1982 and 1991, and the
results of ts operations and cash flows for each of the three years in the period ended December 31, 1992 in
conformity with generally accepted accounting principies.

ARTHUR ANDERSEN & CO.

Hartford, Connecticut
February 18, 1983



The Connecticut Light and Power Company

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

This section contains management's assessment of The Connecticut Light and Power Company's
(CLAP or the company) financial condftion and the principal factors having an impact on the resuits
ol operations. The company is @ wholly owned subsidiary of Northeast Utiities (NU). This
discussion should be read in conjunction with the company's financial statements and footnotes

FINANCIAL CONDITION
Overview

The company’'s net income decrsased to $206 7 million in 1992 from $240.8 milion in 1991, The
decreasc Is primarily aftribitable 1o higher operating expenses anc lower revenues from sales to
other wtilities, partially offset by the August 1991 retail rate decision and iower interest charges
resutting from iower interest rates. Retail sales for 1982 remained essentially unchanged due 1o 8
weak New England economy and cooler summer waather.

The weakened New England economy continues 10 adversely affect the company’s financial health.
The current economic downturn has been felt more severely in the New England region served by
the company than in many other parts of the United States. The recovery is expectied 1c be later
and considerably less robust in New England than for other regions of the Unlted States. The
company's mos! recent projection is that retail sales will increase only at a slightly less than
1 nercent annual growth rate over the nexi two years

Since 1990, when the 1,150-megawatt Seabrook plant began commercial operation &t & time when
the economic downturn nad already begun, New England's electric generating capacity has
substantially exceeded demand. The addtion of new capacty in New Englard from the Hydro-
Quebec Phase |l interconnection and from qualifying cogeneration and small power production
taciities that had been committed during the 1980s has increased the surpius capacity avaliable in
the region As a result of the regional capacity surplus, which is expected 10 persist through 1995,
the company experienced severely reduced revenues from the sale of surplus capaclty to other
utiities. The reduction in revenues from capactty sales has increased the revenues required 10 be
recovered from retail customers putting upward pressure on the company’s price M electriclty.

The price of electrictty in New England Is high relative 10 electricity in many other areas of the Unhed
Swates Relatively high state &nd iocal taxes labor costs, and other costs of doing business in New
England contribute, siong with relatively high energy costs, 1o competiiive disadvantages for many
Industrial end commercial customers of the company. These disadvantages have aggravated the
pressures on business customers In the current weakened regional and national economic
ervironment. Management has recognized that £ needs 10 be responsive 10 its business cusiomers,
In particular, in dealing with the cost of electriclty, and 10 recognize that many business customers
have aternatives such as fuel switching relocations, and self-generation.

Working independently, and in concert with the Connecticut Department of Economic Development,

the company has taken aggressive actions 10 retain existing business customers and 10 atiract
business expansion 10 Rs service terriories. These economic development acthvities frequently
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involve negotiated reductions in rates for fixed periods of times, as well as technical suppon and
energy conservation services Negotiated rates coupied with energy conservation sarvices are
designed 1o be flexibie enough to aftract and retai, business, while minimizing lost contribution.

On June 5, 1992, NU acquired Public Service Company of New Hampshire (PSNH), the largest
electric wtility in New Hampshire. The acaguisttion of PSNH by NU provides an opportunity 1o
schieve an overall reduction in costs for current and future ratepayers of the company. Specific
areas for expected coust savings include a reduction in the operation and maintenance costs for the
Seabrook nuclear power plant (Seabrook), the improved avallabity of PSNH's fossi steam
generating faciities, the joint operation of the combined NU and PSNH systems, capactty cost
benefts resulting from the diversity of peak loads between PSNH and the NU system, anc a
reduction In purchasing, administrative, and general costs. These cost reductions will befter enable
the company to maintain affordable electric service and also reduce the threa! that its largest
customers will seek alternative sources of electriclty

The company continues 10 pursue cost-management efforts while maintaining reliable service. Labor
is the company's largest nonfuel operation and maintenance expense fresource. An aggressive
target of limiting overall growth in labor expenditures for 1983 10 below the rate of infiation has been
established. This will be accomplished while increasing labor costs committed 10 improving the
performance of the nuclear units.

Because of the prevalling economic diimate, the company’s 1993 financial objectives continue 1o be
very conservative. The principal focus in the short-term is 10 maintain financial ratios and eamings at
their current levels. A favorable decision in the ongoing retal rate case and the company's
continuing cosi-management eforts should bolster the company's eamings in the long-run and
enable the company to improve key financia! indicators

The company expects 10 adopt a change in the method of accounting for property tax expenses in
the first guarter of 1983 Most municipalities in which the company operates, assess property values
as of October 1. The company currently accrues property tax expense over the period October 1
through Septermber 30 based on the lien date method The r.ompany expects 10 change s method
of accounting for municipal property taxes to recognize the ¢ xpense from July 1 through June 30, 10
better match the payment and recognition of services proviied by the municipaltties This one-time
change is expected to increase eernings by approximately £ 45 million in 1983,

Rate Matters

There is an increasing amount of deferred charges reflect: d on the company’s balance sheets. The
unrecovered contract obligation for Yankee Atomic Electric Company and the Unked States
Depariment of Energy deferred assessment added approximately $140.3 milion in 1982 These
rems, when added 1o the balance of deferred costs of nuciear plants, recoverable energy Costs,
deferred conservation and load-management costs (CALM). and amortizable property investment
result in @ significant amourt of assets 10 be recovered in the future. The company is cumently
recovering some amounts of these deferred charges from customers, and management expects that
substantially all of the deferred charges will be recovered in the future.

Other deferred charges includes $17.9 million the company paid In 1992 to the developers of the
proposed Killingly Energy Limtted Partnership and the Bio-Gen Project wood-to-energy plants, in
retun for the developers' agresments nol 1o complete those projects and sell approximately
45 megawatts of high cost power from the two plants 1o the company Based on legisiation
requiring the company 10 make these psyments and the Depanment of Public Utiity Control's
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(DPUC) order approving the payments, the company expects to recover those payments. plus any
interest charges, from customers as pan of the company’s current rate proceeding. This buy-out is
expected 10 save customers approximately $150 million over the next twenty-five years.

The amount of deferred charges will increase when the company adopts Statement of Financial
Accounting Standards (SFAS) No. 109, Accounting for Income Taxes, In 1983  Under
SFAS No. 109, the company will reflect as a regulatory asset and a deferred tax liabilty the
cumulative amount of income taxes associated with timing differences for which deferred taxes have
not been provided. When SFAS No 108 is adopted It will increase both assets and liabiities by
approximately $1.1 billion but will not have a material effect on net income. The company will also
adopt SFAS No. 106, Accounting for Postretirement Benefits Other Than Pensions, in 1983, but It is
not expected 1o have & material impact on financial condition or results of operations. The company
has requested recovery of SFAS No. 10€ costs in the pending rate proceeding

See the Notes to Financial Statements for further detalls on deferred charges and accounting
standards not ye! adopted

On February 17, 1983, President Clinton announced a proposed tax package that would include an
increase in the corporate income tax rate from 34 percent 1o 36 percent and an energy tax. The
company estimates that the increase in the corporate tax rate, which would be retroactive to
January 1, 1983, would require an annual increase in revenues to be recovered from customers of
approximately $20 million. The company estimates that the proposed energy tax would increase
revenues 10 be recovered from customers by approximately $75 million when It is fully implemented
in 1997. The energy tax, as proposed, wouid be phased-in evenly over three years beginning on
July 1, 1994 Actual impacts on the company and on revenues 10 be recovered from customers
could vary significantly depending on the final form any legisiation would take and how rules for
implementing and administering the tax would unfold

On December 11, 1982, the company filed with the DPUC, a request for rate relief. As an altemative
1o the tradhtional one-year increase, the company filed a multiyear rate plan. The plan provides for
approximately equal increases in electric bills over the next three years. To accomplish this, the
multiyear plan would forego some eamings in 1993 in exchange for somewhat higher eamings in
1984 and 1995 In the event the DPUC was not prepared to consider the preferred multiyear rate
plan, the company also fied on December 11, 1952, a traditional application 10 support amended
rate schedules designed 10 increase the company's annual revenues by approximately $250 million,
or 12.5 percent

On March 12, 1983, the company filed updates to fts traditional application. As upda.ed, annua!
revenues would increase by approximately $278 milion or 13.9 percent on May 1, 1983, On
February 17, 1983, the company filed updates to ts December 1992 application which revised the
multiyear plan. As proposed by the updates and the revised plan, customer's bills would Increase
by 6.2 percent on May 1, 1993, 4.6 percent on May 1, 1994, and 4.6 percent on May 1, 1995 These
increases would increase bills in aggregate by $343 million over the period.

The DPUC has indicated that it would consider &8 multivear plan, but extended the date for new rates
to be eflective 10 July 1, 1983 Any subseguent increases under the mufltiyear plan would be
effective annually thereafier. Hearings are scheduled in March and Aprl 1983 win & veizion
expected in June 1983

On September 30, 1992, the DPUC approved & new Conservation Adjustment Mechanism (CAM),
which aliows the company to recover C&LM costs 10 the extent not recovered through current rates
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The 1991 retall rate decision provided for recovery of C&LM costs over a ten-year period with a
return on the unrecovered costs. The unrecovered C&LM costs at December 31, 1992 are
$87.5 million -

On December 29, 1962, the company filed an application with the DPUC for approval of budgeted
CA&LM expenditures for 1993 of $47.5 million and a proposed CAM for 1983 The company has
proposed a lower rate than currently in effect, reduction in the amortization period from ten 1o six
years, and higher incentives. The current CAM will remain in effect until a new charge is approved

The company has incurred approximately $88 million in replacement power costs associated with
Milistone outages that occurred over the period October 1990 through February 1982, These
outages are the subject of five ongoing prudence reviews being conducted by the DPUC. On
December 15, 1932 the company notffied the DPUC that it will not request recovery of $6.5 million
in replacement power costs associated with an October 1991 Miiistone 1 outage, and the DPUC has
terminated fts review of this outage The outage was necessary 10 permit extensive training of the
unit's nuclear operators. On December 30, 1992, the company received a decision in a second
prudence review ordering a refund of $2.8 million in replacement power costs. Decisions on the
remaining reviews are expected in 1983, Recovery of prudently incurred replacement power costs is
permitted, with limitations, through the fossil-fuel adjustment clause (FAC) and generation utilization
adjustment clause (GUAC)

Primarily as a result of these outages, the GUAC-nuclear capactty factor for the year ended July 31,
1992 was 46 percent resulting in @ GUAC<deferral of $144 million. The company Is currently
recovering $96 million of this deferral over the 16-month period September 1992 through December
1983  This amount represents the replacement power costs, as calculated under the GUACdeferral
mechanism associated with a GUAC-nuclear capacity factor of §5 percent. The company is seeking
recovery of the GUAC-deferrad costs resulting from the GUAC-nuclear capachy factor being below
55 percent in fts request for rate reliet ($41.5 million ater adjusting for the October 1981 Milistone 1
outage)

The DPUC has also opened a docket 1o review the 1992 outage at Milistone 2 to replace the steam
generators and perform scheduled refueling and maintenance activities at the unit. The outage
commenced on May 28, 1992, the steam generator replacement was completed in December 1982,
and the unit returned 1o service on January 13, 1983

Management believes some portion of the replacement power costs may be disaliowed or subject to
refund pending compietion of the DPUC regulatory reviews. However, management believes that its
actions with respect to these outages have been prudent and does not expect the outcome of the
regulatory reviews 1o have a material adverse impact on the company’s future eamings

CLAP owns 34 5 percent of the common stock of Connecticut Yankee Atomic Power Company
(CY)}. a regonal nuclear generating company. During the 1987-1888 refueling outage, repairs were
made o the CY unit's thermal shieid. During an extended 1989-1990 refueling outage, the thermal
shield was removed due to continued degradation. The DPUC authorized & review of these outages
On October 14, 1992 the DPUC disaliowed CLAP's recovery of $2 miliion in replacement power
costs and $230.000 of related operating and maintenance costs resufting from CY's 1889-1990
exended outage CLAP has appealed the DPUC's decision.
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Environmenta! Matters

The company devotes substantial resources to identify anc then 1o mee! the mufthude of
environmental requirements h faces The company has active auditing programs addressing a
variety of different reguiatory requirements, including an environmental audting program to detect
and remedy noncompliance with environmental laws or regulations

To date. the estimated environmertal remediation costs for siies which the system companies
expect 1o bear legal liability have not been material with respect 1o the earnings or financial posttion
of the company. The extent of additional future environmental cleanup costs is not estimabie due 10
tactors such as the unknown magnitude of possible contamination, however, considering known
facts and existing laws and practices, management does not expect these costs 10 have & material
adverse impact on the company's financial position or future results of operations.

The company expects that the implementation of the 1990 Clean Air Act Amendments will require
only modes! emissions reductions because of the company's investment in nuclear energy in the
1870s and 1960s and @ commitment to burning low sulfur fuels at its fossil-fired plants. This should
serve as 8 competitive advantage, since many of the company's electric wtilty competitors will have
significantly increased costs 1o meet this environmental standard

For information regarding nuciear decommissioning, environmental matiers, and other contingencies,
see the Notes to Financial Statements

Nuclear Performance

CL&P owns B1 percent of Milstone Units 1 and 2 and 52833 percent of Milistone Unit 3. The
performance of the three Milistone nuclear electric generating unfts was less than satisfactory in
1992 despite some improvement over 1991, The three units’ composite capacity factor was only
55.2 percent in 1992, compared with 38 4 percent In 1991 and a 1992 national average of 68.7
percent. The low 1992 capacity factor was the result of the 1982 Millstone 2 steam Qenerator
replacement project and some unexpected technical and operating difficulties

in an efiont to improve fs nuclear performance, NU management in 1992, undertook a Performance
Enhancement Program (PEP). The PEP was developed in response 10 an intensive seff-assessment
which Indicated tha! aggressive management actions were needed 10 address detalled action plans
to improve performance. Forty-two action plans were devised to correct problems with work
procedures, operations, and employee relations.  Several of these plans were completed in 1982 and
are now being tested. Additiona! plans will be impiemented in 1993 and all will be in place by the
end of 1997. The program was designed 1o ensure tha' the plants operate superbly with concem for
safety, cost-effectiveness and efficiency

As @ result of PEP, NU has begun 10 add approximately 450 positions 10 s existing authorized
nuclear sta¥t and 1o increase Its planned expenditures by about $35 million to $40 million annually
over the next five years. NU expended epproximately $12 million in 1992 for PEP. To offset this
increase, NU has increased ks cost-management efforts in other areas. NU management expects
that total authorized personnel levels will continue 1o be recuced even with the additional employees
in nuclear.
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Liquidity and Capital Resources

Cash provided from operations Increased $9.7 million in 1992, compared with the same period in
1991. Cash used for financing acthfties decreased $56.2 million in 1992, compared with the same
period in 1991, primarily due 1o somewhat higher borrowings and lower common and preferred
stock dividends. Cash used for investments increased $60.2 million in 1982 compared with the
same period in 1991, primarily due to Increases in investments in utility plant.

The only new money financing in 1992 was a sale of $100 million of seven-year 7.25 percent First
Mortgage Bonds which were used 1o repay short-term debt. To take advantage of favorable market
condttions during 1932, the company refinanced $370 million of First Morigage Bonds, $75 million of
preferred stock, and $21 milion of poliution control bonds, in addition to restructuring of the
company's various credit lines. An additional §12 million preferred stock recemption was done
using shortterm debl. It is estimated that the 1992 refinancings and restructuring will save the
company approximately $15 million in 1983.

Under current forecasts, no new money financing is planned for 1993  This assumption is
dependent in part on a favorable decision in the company's pending rate case. Required funding
will be obtzined from iInternally generated funds and nuciear fuel trust financings. The company
intends, ¥ marke! conditions permit, to continue to refinance a portion of Its outstanding long-term
debt and preferred stock at a lower effective cost

Shortterm borrowing needs of the company are first met with avallable funds of the other NU
subsidiaries, including funds borrowed by NU, through the NU Money Pool. Certain subsidiaries of
NU established the Money Pool 1o provide a more effective use of the cash resou >es of the NU
system and 10 reduce outside shortderm borrowings  Investing and borrowing subsidiaries recetve
or pay imerest based on the average dally Federal Funds rate, except that borrowings based on
loans from NU bear interest at NU's cost. Funds may be withdrawn or repaid to the Money Pool at
any time without prior notice. At December 31, 1982, the company had no borrowings outstanding
under the Money Pool.

The company's 1982 construction expenditures were $227 € million. The company’s most signfficant
1992 construction project was the replacement of the two Milistone 2 steam generators. The project
cost approximately $198 million (inciuding slowance for funds used during construction (AFUDC)
but excluding the cost of replacement power).

The company's construction program expenditures. including AFUDC, for the period 1983 through
1907 are estimated 10 be approximately $853.3 million including $184.5 for 1983. The construction
program’'s main focus is maintaining and upgrading the existing transmission and distribution system
and nuclear and fossi-generating taciities The company expects to spend €7 percent of Rts
construction budget on transmission and distribution, 28 percent on generating stations, and the
remaining 4 percent on computers, telephones, and general office faciities. The company does no!
foresee the need for new major generating faciities untll the year 2007.

The company and Western Massachuset's Eleclric Company continue 10 utize 8 nuciear fuel trust
1o finance nuclear fuel reguilements for thelr shares of Milistone Unifts 1, 2, and 3. As of
December 21, 1892, the company's portion of the trust's investment in nuclear fuel, net of the fourth
quarter 1992 lesse peyment made on January 31, 1993, was $164.3 milion. Nuciear fuel
requirements for CLAP's share of Millstone Units 1, 2, and 3 of $262.0 million for the years 1983
through 1997, Including $44 3 million, for 1993 are expected 10 be financed by the trust.
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In eddition to construction and nuciear fuel requirements, the company is obligated to meet
$642 3 million of long-term debt and preferred stock maturities and cash sinking-fund requirements
for the years 1983 through 1997 including $148.6 million for 1993,

In connection with NU's acquisttion of PSNH, the DPUC imposed certain financlal conditions on the
company. The principal conditions provide for 8 DPUC review If the company’s common equity falls
to 36 percent or below, require DPUC approval for NU financings secured with CL&P stock or
assets, and obligate NU 1o use best efforts to sell CLAP preferred or common stock 1o the public i
NU cannot provide CLAP's need for equity capital. At December 31, 1992, the company's common
equity ratio is 36 4 percent.

RESULTS OF OPERATIONS

Opersting Revenues

Operating revenues increased $40.7 million from 1991 to 1992 and increased $105.7 milion from
1990 10 1991. The components of the change in operating revenues for the past two years are
provided in the table balow

Change in Operating Revenues

Increase /(Decrease)
1992 vs 1991 1991 vs 1990
{Mitiions of Doliars)

Regulatory decisions $72.7 $ 345
Fuel and purchased power

cost recoveries 200 288

Sales and other revenues Jd52.0) 424

Total revenue change 407 $1057

Revenues related 1o regulatory decisions increased in 1992, as compared 1o 1891, primarily because
of the August 1991 DPUC retail rate decision. Fuel and purchased power cost recoveries increased
due to higher energy costs. Sales and other revenues decreased primarily as a resuft of 1992 sales
to other wtilities that took place at lower prices per kilowati-hour and the 1991 one-time
reimbursement of costs.

Revenues related 10 reguiatory decisions increased In 1991, as compared to 1990, primarily due to
the August 1991 DPUC retall rate decision. Fuel cost recoveries Increased primarily due to a higher
level of outside energy purchases Sales and other revenues increased primarily because of a one-
time reimbursement under a settlement agreement associated with the reactivation of various units at
two fossll generating facifties.

Fuel, Purchased and Net Interchange Power

Fuel, purchased and net interchange power increased $38.2 million in 1982, as compared 1o 1891,
primarily due 10 the timing in the recovery of fuel expenses under the provisions of the company's
fuel adiustment clauses, and previously deferred replacement power costs that are not recoverable
as a result of prudence reviews in Connecticut.



Fuel, purchased and net interchange power decreased $13.7 million in 1991, as compared to 1990,
primarily because of the matching of revenues and expenses under the provisions of the company's
energy adjustment clauses, partially offset by a higher level of higher priced outside energy
purchases in 1991,

Other Operation and Maintenance Expenses

Other operation and maintenance expenses increased $4.0 million in 1982, as compared 1o 1991,
primarily due to higher 1982 costs associated with scheduled refueling and mainenance activities a
nuciear and fossii units, pipe inspection activities at the Millstone units, and PEP activities, partially
offet by 1991 costs sssociated with the voluntary sary retirement programs and lower 1992
conservation expenses.

Other operation and maintenance expenses increased $43.5 million in 1991, as compared 10 1990,
primarily due to higher costs associated with voluntary early retirement programs and the
commercial operation of the Phase || Hydro-Quebec project.

Depreciation Expenses

Depreciation expenses increased $11.3 million in 1982, as compared to 1991, primarily as a result of
higher 1982 decommissioning levels, higher 1932 depreciable plant balances, and higher rates

Depreciation expenses increased $28.7 million in 1991, as compared to 1990, primarily as & result of
a requiatory decision that required the company to return, in 1990, excess deferred taxes associated
with net-of tax AFUDC and higher depreciable plant balances in 1981

Amortization /Deferrals of Regulatory Assets, Net

Amortization /deferrals of regulatory assets, net increased $17.8 milion in 1992, as compared to
1991, primarily because of higher amortization of Millstone 3 phase-in retum and Seabrook deferred
expenses.

Feders! and State Income Taxes

Federal and state income taxes increased $55.3 milllion in 1991, as comparad to 1990, primarily
because of higher book net income before taxes and lower investment tax credit amortization,
partially offset by an adjustment for concluded revenue agent reviews.

Taxes Other than Income Taxes

Taxes other than income taxes increased $5 4 million in 1992, as compared 10 1991, and $4.0 million
in 1991 as compared 1o 1990, primarily due 10 higher property taxes and higher Connecticut gross
samings taxes due 10 higher revenues.

Deferred Nuclesr Plamts Return

Deferred nuclear plants return decreased $63 milion in 1882, as compared to 1991, primarily
bacause of & decrease in Millstone 3 deferred retumn because additional Milistone 3 investment was

phased into rates.




Write-Off of Plant Costs

Write-off of plant costs in 1990, which did not recur in 1981 or 1992, reflects the write-off of the
company's investment in Seabrook as a result of a 1990 settiement agreement approved by the
DPUC

interest Charges

interest on long-term debt and other interest decreased $12.6 million in 1992, as compared 1o 1991,
primarily because of lower average interest rates.

Interest on long-term debt and other interest decreased $16.1 million in 1991, as compared to 1990,
primarily because of lower interest rates and lower capital requirements.




The Connecticut Light and Power Company

SELECTED FINANCIAL DATA
Years Ended December 31, 1992 1991 1990 1989 1968
(Thousands of Dollars)

Continuing Operations:

Operating Revenues . . . $2.316,451 $2,275.737 $2,170,087 $2.089 559 $1,896813

Operating income . . . . ... .. 287 811 323.835 320,641 327,220 278,663

Netincome ........... 206,714 240818 224,783 207,875 221,544
Discontinued Gas

Operations:

Operating Revenues . . . .. .. - - 124,229 200,243

Operating Income . . . ... ... - 12,563 21,790

RSO ... dis il 6,630 10,979
Cash Dividends on

Common Stock . . 164,277 172,587 179,821 155,972 160,364
Total Assets .. ........... 5,582 806 5,338,441 5176,784 5148120 5423862
Long-Term Debt* ... ... ... 2,087 936 2,023,268 2.101,334 2,147 892 2,323,274
Preferred Stock Not

Subject to Mandatory

Redemption . . ...... ..... 231,196 306,195 306,195 306,195 256,195
Preferred Stock

Subject to Mandatory

Redemption® .. . .. .. 200,000 141,882 146,892 151,892 81,832
Obligations Under

Capital Leases® . .......... 197 404 208,924 233918 252,652 310,137
*Includes portions due within one year.
STATEMENTS OF QUARTERLY FINANCIAL DATA (Unsudited)
1992 March 31 SJune 30
(Thousands of Dollars)

Operating Revenues . .. .. $633833 547010 54505  SS80EM
Operating Income .. .. ...... £.9080  §588%2 $75430  pG64
Net Income .............. £68002  $.80815 P850 feen
199
Operating Reverues ........ $577310  g68.20 $I5076  sEeesx
Operating Income . ... ... ... $ 82419 § 78080 § 88040 § 68206
Net Income ........... £9640  $57am sE778  geun

-37 -



The Connecticut Light and Power Company

STATISTICS

Gross Electric

Utility Plant Average
December 31, Annual Electric
(Thousands of kWh Sales Residential Customers Employees
Dollarg) (Miliions) KWh Use (Average) {December 31)

1992 $6.100,680 25809 8,501 1,075,425 3.028
1991 5,986,269 24,992 8,435 1,068,912 3,364
1990 5881499 25,039 8434 1,064 695 3517
1989 5,732,850 25078 8570 1,054,055 3,556
1588 5,624 464 24138 8,525 1,036,583 4,022



The Connecticut Light and Power Company

Trustee and interest Paying Agent

Bankers Trust Company, Corporate Trust and Agency Group
P O Box 318, Church Street Statior, New York, New York 10015

*The First National Bank of Boston, Corporate Trust Depariment
P.QO. Box 1897, Boston, Massachusetts 02105

**Shawmut Bank Connecticut, N.A. Bank, Corporate Trust Department
777 Main Street, Hartford, Connecticut 06115

Preferred Stock
Transfer Agent, Dividend Disbursing Agent and Registrar
Northeast Utilities Service Company Sharehoider Services
P.O. Box 5008, Hartford, CT 06102-5006

1993 Dividenz Payment Dates
5.28%, 9.00%
$3.24 $4 48 H and $4.48 | Series -
January 1, April 1, July 1, and October 1

4 50% (1956), 4.96%, 6.56%
$1.80, $2.00, $2.04, $2.06 $2.09, and $2.20 Series -
February 1, May 1, August 1, and November 1

3.90%, 450% (1963), 7.60%, 8.10%
$3 80 and 7.23% Series -
March 1, June 1, September 1, and December 1

DARTS e
February 2, March 23, May 11, June 28,
August 17, October 5, and November 23

Address General Correspondence in Care of:

Northeast Utilities Service Company
Investor Relations Departmant
P.O. Box 270
Hartford, Connecticut 061410270
Tel. (203) 665-5000

General Office
Selden Street, Berlin, Connecticut 06037-1616

*Trustee and interest paying agent (except as noted below) for first mortgage bonds issued under the indenture of
The Hartford Electric Light Company. Effective at the close of business on June 30, 1982, The Hartford Electric
Uight Company was merged into The Connecticut Light and Power Company.

**Paying agent for the 4 1/4% 1953 Series and 4 1/2% 1964 Series.

***Transfer and Paying Agent:

Bankers Trust Company, Corporate Trust and Agency Group
PO Box 318, Church Street Station, New York, New York 10015

The data contained in this Annual Report is submitted for the sole purpose of providing information o present
stockhoiders about the Company.
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