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W said that we would operate our generating plants in un environmentally respansible manner, and we have. It is especially
‘noteworthy that UL fossil fuel operations tockiy emut far less sulfur dioxide than s allowed under the new Cleen A Act.
This i expected to vield excess emissions credits or “allowances,” which can be sold to other utilities. Consequently.
whereas many utilities and their customens will spend billions of dallars over the noxt 10 ywars to comply with new sulfur
dicxade standards, Ul will iikely ind ttself m the advantageous posttion of being uble o enhance shareowner value becatse
it ulready complies with the new standards

Qur management team has cow tumexd its attentivi to the future and has formulated specific longrange goals, marshaling hoth
internal and external resources, maintwmning tght cuntrol over costs and streamiining eperations to take maximum advan
tage of emerging opportunities

Ulnlike the mid- 19805, we arc iow operuting ffum a position of strength. Whereas we were driven by the need to survive, today
we are driven by opportunity. Our 1990 rite decision is an excellent example of the imprived prespects of the Company: It
provides us with a number of performance mcentives to enhance our revenues through 1992 We plan to take full
advantage of every opportunity

While we fully realize that sur industry s expenencing significant chinge, Ulis a forward looking company. We do not, and will
not, simply react 1o events and conditions. We do and will, plan in such a way as to shape and control our future. Every
goal we set, every decision we make and every chullenge we undertake will he directed towand producing superior value tor
our shareowners and customers

Our principal goal is to increase shareowner wealth by regulin, predictable increases in common stock divadends, and by achieving
growth in common equity capitalization and beok value. By taking advantage of the performunce incentaves provided i the
1996 rate decision, we expect to earn higher than our “allowed" returms, an accomplishment we achieved in 1990

However. our primary strategy for reaching our financial goils « t direct our etforts toward providing masimum vakue to pur
customers, We are dedicated to performance excellence and the effective utihzarion of every asset und resource at out
command to provide our customers with energy prochicts and services of  kind anc quality not available from other energy

We believe that the mast effective means of mamtaning a positive working relasonship with our regulators, thereby increasing
our apporsunities to earn enhanced performance-related returms, s by consistently demonstrating excellonce and effciency
in operations, conserving resources and providing vilue-added services to our customiers. We plan to use our 1990 rate
decision s a model i the future, in order to expand our customer-retated programs wnd services and to allow us maximum
flexibility in our operations.

The entire Campany s involved i achieving these goals. Every employee has been challenged with both indivdual and teans
gaals that are directly tied to operatiorl efficiencies, customer service performance and financral profitability. Every
emplovee has o financid! incentive to hielp achieve the goals
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. J nuted llumimating pmwhm businesses thrive in its service territory. So.do s sharcowtwrs and customers

i Acknowledging the importance of o mghuhmmlummm and its special relationships with both governmental
D andbusiooss ecton has prompred Ul ttake anexpunnded ok in organising esonarmic and business dexelopoay

e ievev on both the e et b, O effks hve e
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- - Expand mg the link hetween govornment and the privite sector,
| Encounging eneryy poicies that suppers esonomis growth,
1. Deveinping mitkstives thas will e hvireased enyloymen

OPPOFTURITICS i Suf service terTitary

: Tmm of Iﬂﬂms

wmw:&mﬁmwmad :ndmwmm coupetation
bu\mnlocalmmwmmdbwmwm‘nkww
of Business™ progeam. The: intiarr = works on the janner
ship principle. unvring municipalities with husmesses in
totally focused, communty-hased economic develapmens

. programs. \ |

Irconly four yeurs. “Taking Careof Business” has hoen utihized in
approximately half of the munic
tory. In every case. the program has been successtul i hotter
tegricing the concems of loval businesses into the averall

 municipal plannmy strucrare New channeis of commurice
tions huve heen opened hetween public and privage groups
' resulting iy many new and dynimsc pro-active husiess

1T isabso endeavorinig to exereise a positive infludtee oy the state of.
mRnutREniag m southwestern Connesticut. Our efforts i
this arga have been two-told.

First. as valued customers, U offers manusicturvrs a host of incen
tive programs for carying ot energy efficiency improve
ments at their factlities. These improvemints netably sesily
in significant energy savings and help participating qompanisy
campete in ther own markess and resaiti financially soung

tpalities n our servize terrr

.

U has abos established 2 varicey-of ruee optioms and ridens which
allow commercial and industral cestomers o choose the pric:

g program chat best suies therr individua), spevialived necds
Weaho have speceal economic development ates o it
companios frvifg testabbsh ot expand their spenitions in
i senvice termmary: In addion we have devdopod 2 s
s recovery ratd, which has proven extrerely w fol in
ackdressimg the moods of mdustnl customen expednang
severe ceonimic ditbiculime

Oursecond primary ofinrt fovtises on the state governmental kvl

The Company s wurking with manufacturens @ aneowrsg
state hoved podivies and inatiatives that support busines
grenoth and development. Lastvear, Ulwarked closely with

revitate kegulative committoes, ane studving busingss oppor

Tunities in the state anid the other leaking at enesgy Costs o
mabwfictirers, Ul made u strong cse for the creation of
more tétmmm.dﬂw&mm mcentive rates. the availabilisy
of Jove-cost capital w mamifwturers implementing etergy
etfictency improvements and for 4t overall review of the
state’s bisiness e structure.

In 1L, the Compuny el bea kiey particisant ininew kgslative

cammittes compiased of representazives from the public and

prvate sectors seeking to advance a onipeekensive fusiness

palicy agenda for Cotinscticut

Building Partnerships
Because of s uniguie relaionships with bath govemssent and buse

ness, LI fiawds feself an the pesttion of beinga primary foree in

‘biiiyzing reprosent fives T these vwo groups topether Ous

suseiss i1t dojng 5o has been a resalt of the high degree of
respeet with wivieh wieare hekd Our business cussonmers
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J Condition

Tho Ciomrpany s vl comcdition has boen <uefly dependent
on the timely actuevenient of commereial aperation sta
1 by Sedbroak Unat L which apeurred on Jung M1,
0. This event has permitted full realization of the
benifita oof the 1980 agrevement smang the Company and
Cotmecticut offials representing the public (the Sea
hrvask Sotthoment Agreement s regarding the ratemaking
wpatment and the recoverable amonnt of the Coimpany s
ivostinent (o Seabronk L £, aod the henelits of the
rase rewef gramed by the Connesuicut Department of
Publie Uity Cantral (DPUC) m Jangary 1900 haved
on this agreement The Compuny’s Simancial conditian
also reflocts the bonefie of the smmencenwnt in Augist
1900 of whsasule pwer sales that were conditioned on
the commersial operstion of Seabrook Unst 1

Liquidity end

Capital Resources

The Company presently estimaten thas its capityl requiements
will eacood s net suah provaded by oferating sctiitne
in 1991 and to che extent that the difference exconds the
Company's cash wnd tomporary cash investmuents i
Diceomber 11, 100, it will have to be provaded by exter:
na) hnancing

Ot Diegersiber 31, 1900, the Company had §16.9 millon of cash
e seraparany cash investments, & decrcivee of K31 9 mil
hon from the balance af December 31, 1989 The com
ponents of thes decrease, which are detadied in the
Corsulidaned Suatement of {ush Flows, are suinmsrged

i Sl
'Mll\umn
Bulanee, Doty 31, 1080 §I5K
Netcaih aovidod by opetating
AVt 763
Net cash (imed in! hoancing
activitien, ivckading payment
af dindends (14,2}
Cash mvosted n plant, inchuding
miciear fuel {640
Wt des ease 8219
Balanse, Docember 31, 1990 §164
Sam————

The Chmpanry b sale s leaseback arrungenents with 4
fi. ancial institsion prosicing for nostdear fuel financmg
ap 10 870 millon for Seabroak Ui | and upta $10
millon for Mileone Unit 3 Under thes amangements,
the Cloinpay 1 paviig rent for i tuel Yised on the
ditesce ot tr the desaon of the £ 1el. plus the lessar's
finansing costs |n addivon, & fuel reeerve aidd supph
agreeinént with the sa~w financial wstiution proviies

oot fimvarns g ol fu! pustchises upt (v un aggragete of
105 pdllicn, Towe the matsamling nuches ford lease nlil
gations and all other ot § obligations o ta
fingncinl msteunion. The st of s fuel sy o’
il agteement extonds to Septewmber 30 1991 The
Cootrguin han nbse entered st i revohving credi agree
o with the s fnanceal ingitotion. Thie agreesent
enabsies the t'(mwr 6 ParTowW yp 1o 75 millice fos
geneial comporate prrposes untll Asgast 31, 1991,
saithin the aggropnte $168 million Hoitan all outstand
gt funanciang olhgutions 1o the fusncad metimttion The
finaticial wtitution fray decline to lend funds undes tis
rvobvung credit agrecment o aor o, seoetal conglitions
riot sativfied at the tine oF & roguested bormaving In
Aprd] 1987 the Company L atered wto o lease with the
wmg fitsng al inomanies poesvidie 4ot the fnancitig o
she putchase prace and caprtalizad camving change of
el property on which the Company plans 1o construgt
& Wl st failiey

At Diggembier 3, Jo0t -
abidpations of &
undor these s,
miHhton, commsting of

TR ets ansding inangral
vy Lo s B ) institulon
s wery Approsimately $116.%

Ml
Mucheat fued
Serbik § 500
Millanne $0
Frwail ful 5600
Revolving credn agreement 150
Rea! praperts finascing leas . &
Halsnoe, Diocprober 51, 1900 $il68
R

Th (ﬁ,'nmg'.m\ Hias ontered imte u new ls‘\fﬂh'm]! eredit ageee
et with & grosp of banks, effective a of Fehruary §,
1991 Tha barw g bt of this fectlity, whieh cur-
rontly exvends vo Jonuary 31 1992, §75 milion The
agfeemens affords the banks an opportunity to dechioe 1o
fered funds m the event of 0 materal hverse change in
the business, apeesteons, dffare, assot or Condition
fmane il e onl ewise o muospe 1 of U dnd it subsach
wries o erissoiviatid buss

The Coamyany has forped & subsicines 10 adrve wethe parnt
COMTIOT Ao sy spviral CuTifranies (It Q.s'\.’ Tour the Y-
, o8¢ of entersig 1o Diminess ventuis That will compie
nent sl canue thy Cortipan & electnic wtiliny
hosiiwas kind serve the tirests (1 the Company and it
shatehobders pid sustomers. Adther subildats has
b oo formed 6 parsaipaie 1 (e devalopment of one o8
vt tepuilatid power prodisting vertures, i luGng
;u‘m[hu PATICIFRtIGN 7 ATTAnEIes o S0 Tt
development of mdependent pover pridistion g
sogenerution Getities. o addivon, the Crmpany has

formned o Shaid wopndioey te Gl perticipation in.a

Tk Udirin LM iy Csrany

hih
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Land
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propostnd jomit venitare selating o power pristuctoe
plants sbrsad. The Bowrd of Dizestars of the Cor nany
Y authorized the wvestmont of sy to $10 milho. wi
e or e suibwachiany: ar affiliated corposations dor thew
Punmoses

Rexuhts of Oporations

Earnings per shire for 1990 were 83 58 por share, comparad 1o
5 oms aof $3 87 per share for 1989 Thus difference wee
e pingapli to the onuash wrteot! i August
L1989, squiried by Statement of Plivencial Accousiing
Stanelards (SFAS) No 0, 10 teduce the recoverable
ekt of the {ampsany s investment in Seabrock Lan
1, putsiunt 1o the Scabiook Settlement Agroement, and
ot provasatons of that agregient. Furthermone,
carning per Jusre for 1090 nchude 29 cents per shase s
& fesult of eecording » the second quaner the Comga
ay % share of thie Seahrook Unit | material and supplics
imventory somncident with thie Unit's comnw ol opwra
vion o addition, TN carmmgs wire incrvased by 24
conts per ahare in the thind guaner ad 6 cots in the
fourth quarter due o the refund of amounts previoushy
ashvunced by the Clompany o fund the Seatnotk project,

Fued aned energy conts that were s ain t custonien
thresagh the s fuel adivattment <lause

Fue! and emergy exprenne m 1990 docreased as comipared to

1989, ety bacasin of haghor muicheas seneration
renuilting from the svailabibity of Sealsruok Unit |, which
ware than ulber the eflect of the toduced avatlability of
nther nuclear units o 1990, Fual and enrgy expense in
1980 increased ont 1ORK. due 10 bigher kilowatt hewit
sailes and o1 ingtuase b purchases af povedr geteoited by
@ regional voaste burning feedity af prices comadpnably
hgher than the Cumpanny s average cost por kilowatt
Yot Rexdused availishility due to scheshilod outages for
overhundl of the Uamipany s two ret ctticent Sl dired
genurating umits alw conpributed to hyher enongy comts
i |98y

Capaciy parchused expense slecroasat s 1990 From the 1989

level d o the sermitiation of & large capeeity puschase
agrectment with anather wtilivy, Capagaty purchised
expense increascd i 1980 fro the 1988 fevel, due to
the abxwementioned purchuse apreemint and sl
comts witribut e vo a0 overbaal st the Contecticut
Yankee Unn

dunng the construction penad Oher oporation and maintenance capensos ncreass! in {90

Tarmings prt share for 1080 hefore givity offict 16 SEAS
No 90 adpastments, were 83 08 per share, & decriase of
$2 14 from 1988 This decrenss was due prineipslly 1o
hugghesr fuel aisd enengy coste, ligher mairtenance
expense, lower nen vash allowance for funds used dur-
i1y conwtruction and oo cish ¢ hargo that wiere ardensd
by the DPUC o reduce LT prosectind 1989 regulated
earmings to the 16.4°% level authorced in it last rate

sver 1989, due princiudly to the vecording of Seabrk
Unit | opetition stk muiitenance expenses hegimmng
Jaruery 1, 1000 Oeher operatsn and maintenance
experyses increaed i 1989 over 1988, due principally w
w nonereeurting eapense of 83,5 million o replace defec
eivy bullding siding at @ generating staton, storn dam
apte repair expense of $2 7 milliun, and higher piyroll
vists

ety in LM without aflecting curment fevenues ot Diepreciunon expense morgaseu . AR over 1989, due promar

cishi flows. Tn accardance with this DPUC arder, the
Company weote off o sotal of $14 8 million in 1989, con-
sistng 1 hond repaurchiase poemiuns amounting to $4.0
mibbon, net of income taxes, ant $10.2 million of sddr
tional diprecuation charges relared to Millstone Una 3

Retat! kilowats hour salé fr 1990 wore 1.9% helow 1989,
due o milder weather and i weaketting regonal econ-
omy In 198 there was a modest imcrvase over the proor
yoar, dug 1 miproved commercial actvity 3k hgher

ily o the commesicement of Seabroak Unit | deprecin
vrhy, swhich began 1 i 1990 This inerease mone thag
oftst the whmency of additional Millstone Uit 3 donee:
gratin chargys reconded o 1989 pursuant 1o 2 D! JC
awrched 10 teshoe Uy progected 1989 carnings to the level
atthonized i it | B4 rate Jucision by meass of no
Esh changos. Deprecaition expense incroased in 1989
over 1988, duy to thas addiviang! Milleone Unit 3
dqwm; ntn

residentinl ue Poth vears expenenced a sv- slantial Incumo taxes chiarged to operating expens incneased m 19090

deprease i rdustrial activite

~ Operatsng reveries for 1990 incrcased from ther 1989 ovel,

atid decrossed m 1989 prinsipaily o o rosult of changes
i taxable menng

due pramatily 0 the 1990 rate increase and i accnies of — Allosvance fur fusds used daring construction (AFUDC)

the gittry benefin aliowanle for 190 under o limuted
sades presision adpastmont that wis disigned to compen
saite foor varitins tromy projectind retail sales levels, as
prirvidad i the TYPUC s mercase devmion. Olperat:
Wi reverrs also incroasad in 1989 curpared w the
prior vt e to higher sabes wolunie ke haghiet fomssl

Tt Limal b i a g Coseasy

decreasd 1n 4000 compared 1o the preceching ear, due
petmarlly to the dacintnais of AFUDC on Seahraok
Uit | coinedont with the commencemerit of the phdsé:
i of the vt o rate base, effectier January 1, 1990
Concumently, the Gnnpany began teconding 4 noncash
defireved rotarm on the portws of the seainerable See
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The atsoumiing reconds sre mumained it accordance with the

untorm systemns of acooatits prosgribed by the Federa)
Enengy Kegulutary Commameon (FERC) and the Con.
mecticit Dipartment of Pubilic Uiy Gl (IPLC)

T cotwolidated financinl statesmenss g lude thi scoounts of
tluﬁwm nid it v bl by owed sulsaidianies, Brwdpe
B:md Cannpany (BEC), United] Resoumses Ins

Energy Iowernational, Ine. and Reseasch Cavipr,
T, Imtercompany accounts and teansactions Have heen
dimmaed it comolidenon

Utitity Plant

The cost of adiditiote to utility plantand the cost of «wh
and betterments are capitakized Cost consts of)
matersale, services and centain indinect wmum
conta, e hudinngt an ulloswanee for funds umd dorng i
strasion. The cost of caresit reparny anc manet riplase
ments is charged to approprisie eperting vy s,
segounice. The oruging! com of iy plane mtued

or atheraise dupased of and the e of remen) bise
safvage are charged to the sce s dated provison we
deprecaition.

htmwmm Statement of Faauncis!

Accounting Standands (SFAS) No 90, “Reguluted

- Enterprises - for Abandonments ated D
ablawvanses of Plan Costs™ , and eloctes] v restate priot
periods SFAS No 90 tequires that, fo. cumgileted plant

 fagihines, all costs disalowed for rate-making purposes
mnast B recognized as loesgs againet oo @ soon i
the disallscance be-omes probable sad can be reason
ahly estimated STAS o O also renares that i loss be
rezonded for any dsallowance of the mueatment i an
ubindoned plant facitity. and for the duallowance of 4
rerurn on investment, regardies of the fact that regulu
Toms have previdod for recovery of the full wvestment
Tt loss 1o be reconded for the disallowanse of a mturs
is measuted by the difference betwien the rcoverablle
mvesement and the pusent valie «f such investment
As thus difference decressen over the peniod of recovery
o the original wivestraent, the Jows is reversad through
sevretion, which i recogrised as theoime

Phase in Plan

I ander g6z case thie anguact on fes that may result fom the
wddinn trimate Y of the comt ol mar now fauilities,
such aklitioare iy be added 1o rald hase by seglintory
st hamities gracually vin w phasean gl The laiary
24, 190 deetaton of the LIFUC anplemerting the s
bk Settioment Agrovtnent ticludes ¢ phases plan T
rovevery of the Clmmpary s st i Seabrook Unit
Fihat camphes with SEAS No 92, SFAS No 02 “Regp
whtid Enterprises — Agcounting dur Frasean Plan™,
watabliahes criveris for i phase oo plan and regures,
aming other 8 g, that cots deforred for futiite o
ery ander o phascan pla cun b captabised fur fmanom
reportifeg putpyses only f the tade ropulatons allow
recovety of then defermed comts v ithin a ten yea peniod
of fme, e thist the peecrntage morese i Tt sohed:
ahed wnder the plan-an he no grester than the percent
3¢ inorvner o vases scheduiled wades the plan Sor each
proveding veat

Aftawancs lor Funds
Used Dunng ©anstruction

I acer rdaney with she epphoable egalatony systems of
accerains, the Lomngany Lapstalizes sny allowance for
candhy wisd darlng coamcnuedion  AFLTDICH, which repre
S U6 R St oF bt and equisty sl
derentet 2 phan ! under constriction. In decordance wash
FERC yeseoted acoounting the portion of the allow-
& capplauble whon wed funds is prosented i the
Conwolduted Statenwnt of Income & @ reduction of
artett changes. while the portion of the allowance
apphczble to equity funds s presensed as other income.
Alrhough the allowinicy doos pot seproient current cash
meome, it has histerally been recoverabie under the
mvmnhm ncow orer the service fves of the rehated

Company compot. ¢ somisannally the
r.nwm..c whcabﬁr L MG LORRTIUCTION PIojeci

Priv. to 1987, the Gompany accounted for the parvion of the
allowance applicable o bormwed funds on « neroftax
bass tor o] canstruction proRcts because interest
charges associated with construction prajicts were
cxpensed curnently for tax pumpeses. However, dfioctive
Janary L, 1987, the Tax Reform Act of 1986 by
recired the caprlalization for tax purpoes of interest
aharges saooiand with SonTuCTon projects, excet for
prowests such as Seabrook Unit T that were hegun prios
to March | 1086 Ly 1988 anud 1089 and for the fiest froe
monithe of 1990, APUDC fer Seabrook Unit 1vvas vom:
puted on & netol-tax hasi., and AFUDG far 8l ather
prongcts £ w sempused gu e befure tax baas,. Comnoident
swith the s irvservice date bor Seabiraok Unit 1t lune
110, the AFUDC vate for wll eligible plant additions
has heen compritedd on a hedars tas busis.

' Tt Usert it L LURcom S L intin




MnbmcﬂmdmwlMlﬂ)m o abisan boknsy:

Betore Tax Baws  Netof Tax Basis

1988 2% FOO%

L‘m 133% a5,

1K) 117%% RO,
~ Deproc’ ston

Pronciions for deprociation on utibity plam for ek purpises,
excluding costs associatod with the 1984 nconversan of
REC's plant 1o » dual-fired capabiliry, are computed on
striight-hne basis, using estimated service lives doter
enined by mdependent cognoers. One half vear's dopre
cration t taken n the vearof addition and dispasition of
utility plant, except 1 the case of mojor operating units
an which deprectusion cominences i the manth they are
placed i service and ceases m the month they are
vemoved from service. During the vears 10851989,
deprociation aseoctated with BUC recanvemion costs
wits vomputed oy an asnuity basss over the onganal
ten-vear perved that this plant wis being leased 1o the
Company by BEC, Commencing January 1 1990, the
vecufversion cots are bemg depreciated an 4 strght
e basis over « periad ending July 2000 The aggrogate
annual provassons for depreciation for the years 1988
1980 and 1990 were equivaient to approximately
290%. 4.31%, and 3.06%  respectivels. of the original
cant of depreciable property, as restated for the effect of
SFAS No. 90 The aggregare provison for 1980 includes
a onetue increase of $10.2 million o Millstone Unet
No 3 deprecianon charges as presqribed in o 1980
DPUIC order. This earn. g reduction measure wi
mitiated i order 1o Jewer the Comipany s retum on
Cammon Stock equity for rate making prirposes withet
hnpacmcmmmmhm See Note (), "Rate-
neluted Regulatary Prceedings”

hmwﬂh SEAS Ny 06, ~Acconmting for Income

Taxes", which was adopted in the int quiser of 1988,
the Coniparry hae provided detormnd tanes for all tempe
rary booktax différences using the habiity method. The
- hahility method requires thar deferred tax balances be

 adusted 1o reflect enacted fiture tax rates that are ant.

ipaved] 1o be in effect when the temporary Jifferances
- reverse In aconrdaney with generally accopted aocinmt

ing principles for regulited industries, the Company has
yutahlished asaets and hablites that reflect anticipated
futune ratemaking effects of deberval fax provistons aris:
10 from the mmplementation of SFAS No 06

] Tﬁt Company has-electod to take invosnaens tax credis (1TC)

applicabile 10 hung ‘ermi canstrction projects om 4 prog

ressol oo Laruction basis, which has acvournted fur the
i portion of the [0 generated. Fur acoranting pur
poses, the Company practices full £ romddion for all
ITC related te vecoverabile plant investments eacept for
the 1TC relited to the recoverable plant swvestment in
Seubrock Linat 1 ITC relited 0 nosrecovenibile plast
investaents, 1¢ those dvestments witten off i agcor
dange with the provisions of SPAS Ne 90, were taken
o iwomie when the relaied SFAS No W0 writeaffs
wyte secorded

Thie estimated smount of utality tevenues (los telated expones

and apphicable taes) for service readered but nat billed
is acarued at the end of each sccountimg perimd

Sales Adjustmom Revenues

Thie Company's 1990 rate Jecision granted by the DPUC
allows the Company o i tevenuos for deviations
{within prescribed fims) from the kidmwvatt-hour saes
levels upon whach rates ware estabilishad. These reve
noes are sceruad i the vair 1 wheeh the devaation
occunmed and bitled to customens i the subseguent year,
subgect to regulatory approval by the DPLIC

Investments
The Company's investroent 16 the Comnecticut Yankee Atomic
Power Comgany joint vemare, & nuclen enerating

company In which the Company hus o 9% stock tmer
est, 1% Accountey fur on an equity bass.

The amoninit of fosefl fued costs that cannet be reflectod oue
rently i customens’ bitls pussuant to the fuel adjustment
lause (FOAS in the Company's titen s defered a1 the
end of each accounting pened, Singe adoption of the
deferred accounting pracedere in 1974, tate decisions by
the DPUIC and s predecessars have consistently made
spocifie provision for amortization and meemaking tear
ment of the Company s exiting defersod fosil fuel cost
batlaticrs

Research and

Renearch and developrnnt conts, inctuding snvironmental
studive, are capitalizad f 1dated to specific canstruction
projects and deprectated aver the fves of the s
assets. Other rescusch and devidopraont coats are
chated 1 expefise us incursd

Mo Ut b wsAT I Costrany
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Wi, 192,182 shazes in 1988, [ S6.63% ahuips in 1989
el 141, 86 gt i 1000
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o gy ovisd & ook apsieat Pl for officen il key
e emgslovo of the Coumpany This plan tenabyt tu
' D C appeonal The plan ‘Ewﬂnhﬂwmhnud
i afptaons 1 prirchiaee st F30000 shares of the Coanpn:
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ot emerise priee ol each option Cament be L than Uhe i
A kit il of the commban stmck o the dite of the gram
o Ui plirchase SU0ES duites of comiwon denk wt
atveeecisy piive of $50 74 fey shate 7 000 shares of
comunin aink at an exoveee e of §28 3 per shair
Ak RN shagies wf seomunivy seesch ol it exiro e e of
BT 578 Pawsr boen gramicd by She Bowrd of Ditecrun
arwd beiriein owtatanding at fanmaey 8 (991

hulhm ettwi eueatron ofhicem Gy ovm ahans uf the

T Clumpanys comman stock, el upea tha divadend and
; - domurket perdontiance of the Srmmon sk compated 1o
| ot atronagrof dlogsg ttalitie o e poar prasds,
L aamher the Companys Jong tpem incentove progras. Thie
0 i i alsosbnect 10 10O gpwoval The stal oum:
- berof dhates of oot stk than may by ened singer

the fong tertn inoehtive progrut is il 23,214
- Novahars havee Boon v arded s the program o
- Th Bt of Divesgiony b ot to phiase thiss

v agras i ovir the fest b Joar pend

{0 et o Earnsagy Restristion

‘I'hcbﬂl tige ancder which ol ol the Company's deontuns
are mssied pliaces hamitadicns oo the pavment of cadi drvi
L oo the somme sk of the Compang andd oo the
1 wmoants that cun be ogerled 10 purchase o fedeon
o bt sl stk An wtbint egund tothe Conr
o 'y setainel seviings ot Ehsetiber 31, 1900 san b
B mmuwmmwmwmmm
o o tedemphem of shave of stack without excedug

these limitation

mwvﬂmn‘m‘h of thiewe Bsiary W 2redited o the sppror

- prte stook accouit and exposes refated o s i
© were charged 10 capatal ek Pt pense

Y .
S YT 1 T
e |

{n Dawerabier 100, st Campany' proes Hasest wnd tetased 3,000
shirre of 100 S 100 o v fue 404% Preferred Sk,
Bewe 4, it & dueoint of approximarely $30 por dhase,
sonulting i o e Sanadie adiditinon b omeon sty 6F
apponimately $14800

Thir e 4o rodenption togareioetst for peoforrod stack ot
standing ot Devetmber 31, 1%

Shares of proformd stk base preferentad doadend and higw
datiash ryghts oo shares of comma stk Pretors
aharvhisiders e not entithed 0 fonersl vitang gt
Homvever, sty poeterrod diadencds are i greats for
S8 O IR kit e o o ither pvent of deah
aceqrs, prvtereed sharhoddens am eotived so elect #
mapority of the Board of Diestots, wonl il profersed
divichend s e paidd and any evend of detaudt
wonuned

Protermae stk 1 form af stk that i junior to preferm]
whrch it sl o comnn steck 18 6 ot sabyest o the
EAITHIGS COAYTI0 THETTIES OF fovitrmiti: Capital atwl
yurplie reuireimeits gonerming the sance of prferred
stk Thire were o shares of preforence sock out
standing at Dhecernber 111000

i} Lang: Yorm Debt

(0 Yone 28, T she Company o rowd Trom the Indastial
Dievedgronent Authority of the Mate of Now Humpshire
thee proceeds of the Authonty s asaance of 330 millioh
of tayexeept adhistible rne Sold Waste Disposal Rev-
v Bonds, 1990 Renies A dus 1, 2018, B
Ariandii] repartitg purposes, those bonds ste Jasihed &
i corvent hability becunse thie investon hive the right 10
ehegt , Mo thow bonds repan hased senganngaly
unfess the horkds are sonverted 1o fixed nate seournigies.
The rffectise aanual interest tae, 8 98% ly, Was
changed 10 6.3% o Sepromber 4, 1990 the st such
sermaninil remarketmg dare The mer progesds were
ueed to pefmburse the U £ w prartien of its shisrg
of expenditurs. meN gomts, relatig 1o
vemam solicd waste disposal faitlities canstruceed and
seggwited fur (he operatia of Seabaook L |

O Apgost 2, 19890, the Companmy sl 10 wnd Jeased back from
an enwner st petablished for the bonefl of o frvnesal
st ion & jervien of the Company s uodivaded gwi
ship finterose (n Seabrted Uit 1, for appronimately $250)
milwn Althaugh the transaction consitotes @ sele and
leastsantk fiof tan purposes il o plarposes isf the Jredens:
tun under wihich sl of the Company'’s debwmtues are
il 1 6 vroated e 2 long e Aaanving for tvigh
fticial repurtshg and rasemakmg purposes. The efioc-
tive srvsna] iteyost rude o the Ainascing s 8 41% The

i .'! Yol LNyl AL i G
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TN e g et 4 pvechise mistanding deben

ey Suvh st ol of

A0 S00RES grownoinn] paaou i o 1045 Dibhentutes,.
1R et

$1LB10.000 prancipw) ariount a SHA% Dichentures,

$7 mallion. wiich attouns i hoing amontized cver the
31 vear et of the sile feasaback antangeinent

The Company also used & parmion of e nesmander of the sale
Inasehack transaction procceds (o tedeem the $18 millen
principal anseunt of s 1'% Senial Debenturos somain
g iatstanding c.2 November 15, 1000 uher s wiial

7 000 Sries manurity of 82 million on thet die.
m.nmm,wnww MO S 1% INbaskire, Masurstus and mandatory sedemptions repayments and anngal
i intarest expeiee fn Existing lang term debt are set forth

© Proiizs pad andiapen wurred in connostion with thes heloow
deborsiste tipaichins wncunted g p pruimately
oI 19 1 [ Lt
: 3 - - et e et ————
{ETs)

Lomgetim disa (mpmaing of periad) (1) A MW RN L b L
Mty JEEN L 0 0 wan
Mundarry rclemiphionn Ryt AL 688 B2 ks _aAs?

Lettg-tem debst fend o i (1) P S N Y L /L S LY.

Avinial iones shaixtited with custing dete (1) (2) IR § hoes § 1AM § MO8 § 41

Ay i galion of isustee expenie and reparchase
peemiome pocuted weith somting dete § 4% L XY § a6 § 1 § L

{1 Eoem non incusde $:30 snillin of sanenempt adbuerable rate holid Woate Diugomal Revene Bonde. 10 Series A, due Septenher 1 2011,
chusihes) n the Company’s books we 4 currens ialislity (ntervst tate b September 190 Mageh [99] w607
(25 s raoy e heniies i et o ity ety B snugts thist e be-testived 4o flund enaturtis, redemptiore e plin sdd o i sn grven wear

(8] Rate-* atea Regulatory Proceedings

O Tebrry 32, 1989, she DPUC issted o decision in 4
: priweeding that it camtaeniced on October 11, 1958 1o

invystagaty che ol and hnsongial stutus of the
Compaty. The decision andered the Campany to
reduce ity 1 930 resurn on eqinty for tate-making pas

poses 1o 16.4%, the level suthonized 1 1ta then most
recent fate case i 1984, Accurdmgly, it 1989, the

Company wrone off 2 otal of 814 8 milln, consting

of bond repurchese premiums ansounting 1o $4.6 mil
tiom, 1wt of related inenme taxes, and $10.2 mullion of
additiona! depreciation cnarges relased to Millstone
Ui 3. T dts decinon, the DPLIC stated that it don-

Laitaen 1o be _ansitive to the nved foma. wain the Clom-

pany's financial integrey and thorefore had approved
enmmings seduction messures that Jdid net affect rever
nsiey o7 swrrent <k fows

In & decision dated Janvary 24, 1990, the DPUC granted
e rane inereaees of 3. 72%, 2.60% and 3 53% for
the vears 190, 1001 and 1992 respectively Tlase
ticte incrunses, which are effinctive January | of pach
sioar, war dasigned 1o rase revenies by $22 | million

1 1999, §16.9 million n 1991 &nd $16.7 miliion in
1998 The rate deision was based on & fuly 6. 1089
ngreement (the Seabrook Settlemont Agreeaent)
amotyg the Company wnd the “Conneeticut Pabilic
Partas™ [consisting of the Connecticut Office of Con-
simer Counsel. the Connectican Attormey Generyl
and the Prosecute. 1l Division of the DPUC), which
the DPUIC spproved on August 2), 1980

The Seabrvok Sectlement Agreement, w addttion 1o deter

mining the rate treatment of the Company's 17.5%
ownerehip in the Seabraok proiest, also sesthed many
pending Scabrookselated issues. including termma
tian af the DPUC's prudence wudis of the planning
atwed constracoon of Soabeook Units 1 und 3. the Qom-
pany's thenpending snplivation to increase its tates by
approximately 9. 3% in 1990 by phasing $832 million
of s investment i Sesbrook Linit § o e hase
over fonir veans. The Compecricnt stanutory fisud rele:
tve b &n appiopriate phase-n peniod fa Seabroc.,
Unm 1, the Company v having excess generating
capucis, and the exchasion from fates of revenues
tqual 1o Seabrask Unit | Construction Wark n Prog

L] T Usirnep L LURIHATONG T OMPAR)
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et revenues collectodd by the Company attes 1983
Thus agrecment sl resalved DIUC aecounting and
tax wues wath rospoct to Seabrook Un T and weny
naeedd aeveral DPUC dirvetives in ot o prveedings
and all of the lawsuits pending i ac Connectiont
Buperior Court amet *he panes and the DPUC It
sipulated that the Company wonild recetve bas rase
increases to Customen tatallimng betwieen 6% and 119,
over the thteeyear pevsd 1990 though 1992, with
the DPUC subsequently determuning the actual rate
wcreast for sach year, taking inte account the appro
priate fevel of hinancial health for the Comprny and
e oftect of the inoreases o the Company s custiomers
and sharchulders. Under the agrecment, the amount of
the Cotipany's Seabrook Unift | investinent that cur
b vecovered through costomer rates has been limited
1o 640 millien, phased ingo fate hase over o fiveveu
perioet thit hegan 1 1990 The agreement further pro
vides that the Conipany’s sute-making cate of tetarn
on Common Stock equity (ROE) duriog the theee
years [ 1902 will he limied to g ceiting of 13 9%,
witha floor of 9%, caleulated as i the Company s
it of Commaon Suck eguty captalization ta total
caprtaiization was $0% I the actual ROE exvends
1A%, the amaynt of eamings i 7ioess of the cetling
wiil be wpphied agarint delerred revenues related 1o the
Seabtook Unit | phasedn The Campany sy reguest
addrtsonal rate reliof of the ROE falls helow 9% an a
projected hasis

The rate increass granted by the DIUC Jamiary 24, 1090
docwiony wero computed wang v 12 0% ROE based on
the » prigected Uomtaon Seock equity <apisl
i patios of M0% foe 0, M 5% for 1991 and
A% 0% for 1992 However, ar stited above, the Cons

paity i suthorized to cam a higher ROE i accordance
with the Seabrook Setclement Agieement. The deciaon
aloo prowides, srmmg othier things, for phasing the Cos
pany's recovitable Sealwook (hvestment into rie bise
¢ver & Syvar period cotamencing lentasy 1. 191t
secovery of defernd phaseis comts durimg the « bee
quent Saasr period comaiatent with 3FAS Ne, 42
critérln, fot tate desgh chaniies 1o encoutage hergy
comservation, and for a salis provision adustawint (SPA)

desype ! 1o compensate for deviations from: fore at sales

Jevveeds, within prescribed limits, and subyect o DPUGC
approval The decwion permats the Campiny 1o retain
the henehts of wholesale posver stles sbove prescrtd
~ levels expense teductions property sales wd improved
miclear performance, and allows the Company to capr
" valize comervation profeets. These capitalized consive-

il prvestinenits et of amortaation {agategating
approsanately 830 mullion tver the [990:- 1902 pepid)
will be allowed o cam a premsin wturm of wp 1o 3%
wver the Compamys weaghted cost of capital

Thve SPA o the vute desimon allows the Camipany 1 incteast
buse tovenues ap o an adidivional | 5% m 1990, 94%
i 1501w 945 i 192 4 perain sades bevels were not
womevied The sdes Tevels wore o ackueved in 1950
and aiv unbikely to be aehieved i 1991 and 12, Thore
foce, n avcordange ovith the SPA, the Company bt
tegeived DPLIC approval to hill to pustones in 1091
appreimately 382 milbon deguivalont to g 139% b
rate increase ) T fevenucs that were icerued duning
190 Per balling puarposes, the SPA hus baien tescony
ratexd inter the Congpany s Fosst! Puel Adhustenen
{Mause

1C) Accounting Far Phase s Plan

W he Catripany is phasing into rate base e atiowable inves
et i Seabrook Uit 1, nioent., g 1o $640 1willon
The phascin plan allows the Company to reand a
duferred peturm on the portion of allowahie mvostmont
exchuded fromy rate buse duriig the phsse-in period. At
Dieceiber 1, 1989, the Compaiiy's mte base ncluded
$4% million of e allows " ipvestment i Sedbmok it
1 In aceomdance with the phisserin plan, sommencing
January 1, 1990, the Comipuny bejgan phasing in the bad-
atioe of s wllowahle myvestment over a five year pencd
Commencing lamvuary 1, 1991, the deterred retw n will
b acddbesd to vt brwe at the hogintang of each vt over 4
fowss-pear periind in the same prowirtion as the phise
imatsliment for that year heats 1o the remaindor of the
$640 million yet 1w b phased an. This phisedn plan,
whidh was uppoovid by the DFUC in o January 34
[9K) pate decisiom thar granted the Campany bass nate
ncrowses for T, 1001 and 1997, o compliance with
SEAS No 92, Regulased Tarerpriss ~ Accoamlng for
Phase n Plans ™ The mte deomon aliow: the Canmpany
L 7 phux-m ml mdhnn. or 78%. of its alleswodbsle thyvest:
ekt Pl b portion of the deferved vt tharwill by
acoummvitated during 1990 ard 1] inte tate base by
January 1, 1992 The remaining § 160 nuittion of allow-
abde tvassmont plus the renaining dcoumlated
Gefurred retues will e jshasid into Fate base 1 approxi
matehy egqual amauntson January 1, 1903 g Jaiuasy 1,
1994, The Cesmpany will e aliowd 0 regover the
deferred rerurn over o fiveyvar pend Cummencing Jea
ey 1, 1998, Duping 1990 the Conmpany tecurded o
detorred petuan related 1o Segheook Uit 1 ot $21 5
e
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In acenndance with SEAS No 96, the Company has also
recorded Unfunded Diferred fngome Tax cogulatory
aswts and lishibitics s ahown in the Consolidated
Ralance Show
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- mlﬂ\ 109 arsd 1988 ditfered from the amoums

- Compit s by @ thie feditul income tis statutory

,‘. L e 10 baok incomne before federal o taxes The
' veuson for such differences are as follows:
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Thie Tiax Refurns Act of 1086 provwdes (or o more cansuehen
stve corponte aliemative munmias tax CAMT) for vews
begnnning afrer 1986, To the oxvent ihar L AMT
aenceod the fideral inoome tax computod at statutacy
s, the excess must be pasd i ngum mdwmw
i highilies. Pog vax purposes. thoexces aid 1 4ty yeus
et be cunried farwind indefinitely and offset agamst any
Pt e year's regular tan Lability o excess of chat year's
tentative AMT Siace the Campany s reyular tas Halvl
ity exconded it tentative AMT liabi'y by $6.9 oulhon
1 TORE, the Company's taa savmmis for that yeas wete
seduced accondingly and the AMT cutryturward §107
enillion & Decensbwer 31, 1987, weis reduced o 8 8 il
Yoy at Dieceriber 31, 1988 Diring 1980, the Company s
cegular tuy Hability excended s tentatrve AMT lability
by an amaoant grester than $3 8 malhion: During 1990,
the Company's e alar tai liabtdgy exceoded i teita
tive AMT Hahilty, As o rosult, there was no AMT
beung carmed forwatd 2 Dueetaher 1, 108G and T

(€] Shor-Term Cradi Arrangemaits

The Congany bius had & rovalvang crodit sgrvemen: widh a
grop of banks since 1984 O Oketadber 1, 1990, (he
Company repd the entre 34 nullon bostow: g e
stariching under this agroement and dio it seek vxten
w0 of the agreesment hovond it schwduled Mcaber A0,
1R expirstaon dute

Effective Fehruary 5. 1991 the Company entored imto s 1w
revotving credie agroement with a proup of banks The
bcartowingy Tt of this facilivy, which curentl, exti v
1o Jarwary 31, 1992 w §75 wiliom, The agreetoont
fforsds the hiaks xn appontunity w decline 1o lend funds
i#y thae pvent of @ nossersid idverse chauge in ol busitiess,
aperusions, affams, amets or condison, hnancial o pher-
wine ot prospects of UL and it subsicharies o6 2 sonsoly
dated busits

th 1988, the Campany entoted o g revlving crodit ugroe:
ot with the sane: fivancial mvtitotion with wiuch it
baas & sl nnd ieasebiack arrangemen: for nuclear fuel
el & fomaal fuel nemerve and supply apecenwnt See Note
0. " Poed Pinaneingg Cliy tons sad Other Leane Oblic
gaviors” This sevolving credit agrocnent enables the
Compary £ herrow up o §77 million, antil Augus 31,
1991, Yor ganweral cofparate purpoees and within an
agregate S16S mtion Hinit for K3 ssstanding finuncaig
abligitkas to die Snancial instaution. The fimancial
sttty declie 10 lend fonds under Bhe evalving
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o arvy one of soveral conditions o aot
bt the Gaeine of @ roguasetodd haereveing, As of
- Wi amber 31, 1990, thare wore $18 aullion of burow
Iuformation with eapect to shortteny haarowing u as
: follonss:
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IF) Supylomentary Information

Thie amenint. of thainfenance, sdeertising st and the pe
s fert depreciatint il amenizatinn, ofher than st

~ forch in the Consoiiated Statenweer of liome, are rot
smifcant, snd thate wre ne rovsities

hm oot than incomie s changed to costs and expanses,

e et forth below:
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(G Ponsion s Other Retirament Bonwfits

The Conpany's qualified ponsion plan, which & hased on the
b hest cnmscutive thive yeurs of pay, covers subwtan-
ooty all o oty ceploviees, and sta entire cost is borme by
thie Company The Company aleo has & nen-qualified
st ital plan for certam exeutl. 0 The tet pon-
wiomy comtis bor thiese piane for 1988, 1089 and 190 were
$1.300.000, 82000000 mid §1 498000, respeciively

The Uy atry's funding policy fof the qualified plan o to con:
trihwite each vour the oot perdadic pensian cost for that
e Havever, the comtribution for any year will not be
lesw thian the munitium reguibed coatedotion unde fed
cral low or greates thas the masimum tas deduetible

- amount. Dup to the expertence af the fund, the Cam

ey Has riot been tegitred 10 miske o contrbuthon since
1983 The supplemental plan i unfusded

The suatihiod plans irrevocable trost funed consmts priacipally
of eauity and fied maome secwrtties wnel resl estang
investtents i approgsmately the followng percentages

, Parcemage ol
Pt v Sweurities w
P invonk Securtie R4
Rei] Estpr i
[SAK 1080

Tha comepusticite ut et pusthstds oty Wi

s boflows
Servicn v of henetiis vaemed during .
the putindd ¥ oGml § RAK
Inrent comn o propoted hatwett
gty T gast
Actinal et op b wests i ey
Nt ot ssion wid deteral R T, A
Ned pormion comt § ! J‘:ﬂ‘ 2 s
Ak yaes] 1 oleTming - an .
ASENAVTID
ot et A T
Avuiata wallly e Teas LIS 1
Expeted bt rate of play nasi BS A0

4N Pob U aarus i R SATIO L onarare




" Reswnciliation of accoved petwion luthiry

Prowrsted henedis abligtvor

.
|

O

Rl

- =
L, n

L St visdiso o plan amowls
Froyectod henetie Wtﬂ Jens thass plan assets
Ulnstecongrossend posetf sarvice com
Linrpeogmisad net @atts (hme frm past exvesienic
Unresnnized ner awsn abdygatanm ot dure o sl apphicasen
- - Aigrwid pergtion Habaity

- Praring 1990, the Company Jevelaped an eardy retireminn

incinuve prsgeim for non wtion employees who were
petiion Chgtble Actoprance of this progran. which »

 stnctly volumasy o the part of the enployee, o lisved
to individuals whone retirement woold result in a redu;
tion of the wark farce and jowver personnel costs 101
pennon cuts for this program, which & unfunded
amounted to $530,000

“In addition to providing pensn benefits, the Company prev
vides sortaun health care wnd life mwurance benedis for
retiredl. Substantially wl of the Conpany's

hmdﬂﬂﬁm thewe bunehits when they
reach retinenent age whin wirking for the Company
These ad sirmilar benefits for active employees are pro
vidd through msarance comparies asd health madmte
taner orgatizations whose premian and membarsdp
feren are bused on the benehits provaded and the cluns
- ekperionced during the immediately precuding sating
year. The Cotipany reongnizes the cost of providing
these hemefits to setued wnd actve emplosees oo
Payasyougc badts by expersing the anoual isyrance
i, whieh were §5.1 mullion, $6.9 mallice and
3 mulion for the yean TURS. 1980 and 1990, tespac
vl .&Mﬁq31‘ 1990 the Campany was prowid
0 tuevefits fior | K7 active ernplovees il
mhaldy 558 rettrece or their benefcuries. The
of prewviding thew henefits for retarees i et now
mddy sepansile from the cont of providing benclits fur
WAVE employess

Decwmber 11 1990 December 51 |14

w w W W
Plan Plan
mmu

$ 5544 ER § K78 $3%
Ky s RS A8 )
§124 204 R $i37.450 77
14, N - 345} o
{792 W (2221 ™
WA ) (42} U
L -4 2 21l
IR, 6 3 M 1M
§ oM 143 £ Q08k § i
i ————— v e e—

In Pecember 1990, the FASK jaued SEAS N 106, "Lapley
oy’ Accounteng for Post sptimemerns Begetin Ohier Than
Paawionis ", This Statement, which maed be adopaad by
A, pegueres, amang seher thaygs, thin the hability for
stich henebits mist be aocraed over the period commens
g wath an evylovess’ date of Yare until the dase dhar
the emploves it ehigible 16 collect beiefits, The costrof
thise Bovehits wre currently expened on 4 pay-as v
bnas. Theo armpacy oo fhis taew stamcdired b non bown fully
determninwd, bu the shunge Bikely sellt resale i st
canitly grester experie belng tevugriad for provion of
thase benchis, Thw Company's prosent expectations are
thiat the increwsd benefits expense will eitherbe
recorered cumntly theouith tites oo tht o regaliery
asset will b sevcaded to reflect wnounts 16 be recoveted
through nies iy the furure as the costs aiv paid and that
thus Seatemient shondd rot bave & sgibicant impact an
the Company's financi! posttion o resuits of sperations

(H) Jamntty Owawd Plam

At Dogerber M, 1990, the Compasy had the following e
esth 1 frinthy owned plants

Ownershipy
Leaseheld Plant i Acoumlsted

{Milbews!
Seabyrink, Ulsiit | 175 (7] (R
Mifisme Lint 3 1588 134 44
New Mavep Hinbor
Reatatay sy W 4§
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Wmmdmm fir depreciate for Millston Uit
¥ includes e time increwses of $12.8 mdlion and §10.2

vided in d spulared eanrng agree:
morts i 1987 and & 1989 DPLIC onder. The Cosiposny s
Mﬂka«mmw«rﬂnﬁy avened plants is
inchuded i memmmhr
Consolidated Statesmwnt of Incorw.

Sine whie Cotspany has trit boti sliowsed o et na e Sco
bcrk Undt 2 enrvestoent that it s secoscring Usough
Mnmdd.mﬁnmmnmﬂm i nomeoash
wite-off of §10 mallion, net o ecdatnd

incotne 1ex eftocts, by restiitingt the finatoia! sesylts los
the vears 1984 through 1987,

D T Augun 1089 e Company tvcorded adkivional s sash

wipvteoffs o Iy $2.6 million. ter ol ilase]
NG tak to tevognize the probaile disatlow
wnoe o & revurn on additionil “oss esecused with
Seabwook Limt 2 fior which risovery has vt wt boen
approved. Soe Statement of Accounting Policles -

" Acsousting for Abaudanments and Disallowssy s of
Plant Comd™ ‘

el Financing Dbligations and Other Lasse

The Company kar sale wed beaseback araigemenis with 4
Bnancial institutem pravading for nacleat fuel Ananding
uprto $70 milhon for Sebrook Unit Tand up 1o §10
mpilliem for Millstone Uit 3 Uitsder thewe amangoments,
the Company w paying rent for the fuel dased o the
dhieat costs to thi: hasur o the fuel, plus the leser's
finanuing costs. At December 21, 1000, approscimanchy
$64 wilion o muclowr tuel wis belng financed under
st dFeemeits
The Compeny also has a fued reserve and supply agrectint
werth the same finasicial inativation providing for the
frneing of uj to $143 mithon I fossd] fuel purchss,
Jess the imonsst of the Campany’s utstandhng dbliga-
i (6 he saine femanaal instirun for quckey fucl
andd ther conparee purpisesd. This agirement will
expirean Segzomber 30, 101 See Note (), “Shor
: Tml.mmmmm“'\:[mmn HR),
ooty $34 million of foeeil fuel purchises were
finnced uskder thes agreeticnt

1y addimmuon to O sucienr fuel leans dencrited shove, the Com
sy has inered e other trases (some of aich aré
capnal bewsev), mvlucing arrungements Ry the use of
dnta poacessing and ofhie eqpupment, vehiokes, office
e ik o) vatske The gross mencunt of msapts recondied
under capital ewaes ad the related ohdigatsons of thiwe
lewses a5 of Deconsber 11, 18 ape rovirded um the bl
ance thoat,

Feiture misnmum loaie paynents under capital ke, that Jo
ot inchude the Scabsaok kease which w homg trcsterd as
a Jongrenn Ainancing, e estimated to b 1 follows:

i By e LT U
1wl b Gad

R EH LR TS

19 SAM

T4 840

[t £

Ales T8 AL
Total mutimum egtal ko pasmmrts P
Lise Ammnnt soptesomting ke e
Pooarnt vabe of et vapial kease parinens 7l
Prcserdt valte af foture nivlear foud aie poymets RoE
Tonn fease chingitionn w

Caprtidhization of leasos har o1 impet 2t ncomw, smee the su
of the smortization of i eaed aset and the finerot an
the bonae clshygation esjuals the rental expensr allowed

- For rateanaking puarpess.

Renveah paymenits changed to nperating cxponses 1) 1988, jo89
and 1990 amaunted 10 $12.8 millwn, $138 millioi and
$14.8 1 Hliom, tospecrively.

Opperating leases, which are chagped 1o operating sxpese, ooty
ws of o large sumbsr of stoall, selatyvely shorteot,
tenwsiable sgreements for o wide varioey of eguiiment

RIE Y TR LY Tt rent £ by
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and linesd aghenr fuel oot for 101
~ dhrough 1995, Whilk this program was domitiated by
s com whaied tthe constrmaction of Sk Cnig ]
D= 'Miwlmw&wtmmwtdnwﬂviﬂ?’
© 7 anllian i conte lated £ few songinuctien cominesig
g affer janary 1, 1991 For this onie
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Dy 38 1088, Linder this sasute, POXH fscontunuing s
o ope whille sechang & Anancu] fotganaanaon Iy
U I, seversl Sampe ing reongandzation prians lor PSNH
h'r ',' wete filend wichs the basikeptey court, including plans
. mwumwummmsﬁ
- (M.ﬂ'lhﬂl,& Plan vecetved teguits
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'J: -' ther fs o assimunce that all seguilatory approsah of the
NU;:M e abtaitesd o that the plan will be e
Lalthoughi it now appean likeq
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mmmmmqmm

s wnprechgrable and the O s unithle 1 pre-
gﬂnm 1y, thewe wocith have on
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* trie Gomeration and Toansmsssion Congrrative. Jo. (Ve
¥ _!u' Cloog). which hubds 2 0.4% ownensup st bas failed
S e make comaneion and operating fusling papticnts

dw s Janisary 1986, Althingh V't Conop siostames!
partial pavenent of as shage of uperativg funding pay
st an o July 1, 190 oot so byin Jefauk
wndut the vaint wawrship agrestnent o the Sealwok
proiet. The ooy i prosect funding on aceount of
Vit Caoopn il bas been and s g made up by
achvancen by che Ceanpany and we of the other partich
panvteof theat wihiiee- The Compassy's shate of
advances un soconint of vthess debnguencies ameunted tu
approximately $1.2 willion at Docember 31 |90
PSNH hae et o prachase 't Cong's osvmeeship
sbware as s de peweibsio alter-thi offetive dutt of the
NU spungaruzation plan i PSNHY b beuptey procond
ing arsd Vi Conp B vantd that it dngesads to s 2
partace, oof the sl proceds v tomiody i Seabink
profeet delimguonties. The inint ownership digecinent
for tha Sedwoik prvsest provscles than, & a y urihe
anatiome epevificad thereim for delade by x panizipant,
thie it et Partiipants may sivaky againg the defudiong
partnipanit any-ather appropeate legal atxd eguitable
retecies, ind the Company and orher Seaheook pastici
ks st conpsadering whint oo of action 10 paisic
aguinst V't Clonpon asooom of i defiult if the délm-
quencigs e not rempdiesd

Lisensing Proceedigs

Nuclesr grograting units sty sublect to the licenmng tequise
ents o the Noiclrat Reguiutory Commsion (NRC)
wnder the Awimic Unevgy Act of 1954, s anendod. and
i vanery of other aade and feders| reguirerents. Tt bas
begn the experience of the eectns unibity mdasay that

e congtraction s gl aperition of these wmts ate

suhiject 0 increiningly sfringent liconsing roguaiiniits

shat, withothy factots, have tended 1o increase the
ot oif the orits wid vo dobiy theie completion dates, in
mbwmamm@hduwwhmﬂ!m

ittt the empondissare 4 latge atounts ol winey.

The Ikensing of Sostrook |l 1 wus plagued by ooty
dekays and sontitnes to be oppasedt by » mitaber of mter-
ceving grosaps who hve psticipated sty i admio-
Srtive proceshings, Wed wamtuus hewauits and
docvonstaned at the constraction site. On Octaber 17,
1956, the NRC inwed o fill 40 5eii operting lenie fot
Uleut |, permitting fueld loading. Hiscover, th license
as subaest woweveral condstions that had to b satisfied
o pernct anordedy progtesson fieimn fuel famling
whach wip comploted ont hotobior 20 1086, through
ey vy testing: which wus condussed . g May
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and Jur e of 1089, and fieally o full power aperation
‘ ~ O March 15,3990, the NRC dotermim] tiat these
| H'! it o bee et and aucordngly avihansed full
i 'medthcmi.mmwuﬁﬂh'mw-
JE mmmmqwmﬂ‘wltimmu.&m i
4y comawreial aperation stane on Jun 31 {90
4% wwmmmyza 190 nterveners
a1+ 2 > hsensing procecding uppeaed o the Unsied
Statis Conrs of Appeals for the Districe of Colusniug,
LiHe st has apiheld the NRC's Musch 18, 1000 deciesn.
o Althingh e cous has rermanded ane low-powet licens.
- ing wsue tu the NRO fur Lanther consaderation, it seems
1y 1y vhat this iy has Yeen rendonsd oot b liter
R events, Howevitr, mtenanons continue 1o paname
LRRS appeals within Jhe NRO from decisions niade by it
S Dot boasds and to il motione sthing revecation,
. an maspetsion, of the tullpowet sperating loense for
WI:MWMQMMNMW;

. mﬁmnﬂvdwu]mmﬂmmmﬂdwmn
ki - v foit sonse g eniod of tine o the futuse

Rmhtmnm'n‘ihﬁ with rspest W the transfer of fespong)-
babits b maanageriend of Further constongton wodk ad
for aperation of Seabronk Unit 1 10 New Hampehire

e Varkee Electric Corporation INHYEC), wn emeey cie

R s atend by the Seabrook joint pwmers far Thase wxpress pur-

- pomes, ar pending hefore the Masachasetts Department

, of Public Utilitses. Approval of this transfer by the NR(C

= will alsi be teired In the PSNH bankrupees proceed:

Lt g describest at “Financing Concoms” dhovs, the pend:

nig rec Pla propeses the wsher of

L ’ ility for avinagement end operstion of Scabreok

- Unit | w06 vow subwiciary o NU rasher thas o

o NHYEC, and the Company and several other jomt own-

B ersof the wils have agreed 10 suppont s plan

WPMAMMWPMthmaM

s
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et The fiowt $200 mvilison of thiis Habdlity w to
e 'h} jod by pairchasing the miccimum affount of con

y - =ercially avallable insurance Addivune] funding s to
- bepravidied by un weesment of $83 million per incident,
s A fevied om wach of the suckear unsa itcensed Yo operate in
St United B, subiect 0 1 mRekimuny askssenient of
-" i $10 millioe: per ivadkent per nuckar it in @y wi - In
U

Sl .- oo L bavaon i un N o4

abdizion, of the serof all pobile: Habsibvey clasms wind logal
cants i) from any rugler ncident onsepds the maxr
iz Funcdod panount of faocial protection, vach teac
1 opetaton tan be wssessed an addinional §% of $63
stilhion o t.h miflion The maximam asssssment i
st ot feast every bve yoars 10 reflect the imuact of
wsltion. Based o) its cricend indetents 40 nucleat unie,
the Campany sstitures s masimgm habilivy would
8202 n':gt on pot ineidont. Hewever, sssomaments woukd
be imfred w083 1 millson per ingsdent, per yem. With
respet ¢ each of the ¢ jerating nuclest genersting wnis
1 wihie s the Compatsy has in imooest. thie Conpany
will b abiigated w pay iw ownershup and o ewschald
shar. of any statutory assessment resulting from &

we foar imcident Bt any nuchuar generating unit.

The NRC resgarres uacleat grovviseng ity 1o ohtain propory

ISUTRING Voverags i A minimam amout of §10681-
ey anct to estahlinh 2 wyetom of prosisiaed use of the
whsirane procods i the event of a nuclear cident
The system toguires that the fitet $1 06 billon of imeur
ance proscoe s be wsesd to stabilise the nuclear rodctor t
provent any sgnificant sk to pubie health and sudery
andd then fur decomtamination und (Jeanup operatings
Uy ko compietian of these taaks woarkd the bal-
ance. (f any. of the segregate] insurance provensds bevome
available v the wnt's ranens. For each of de nuchear
gonerating units i which the Comptany has o, osner-
shps interrst, the Coumpany i reguired (0 pay te ey
ship shiare of the cost of parchasty sisch insurince.

Dther Commitments snd Contingencie
The Company tae n 93% comnon stock ownerdip share n

Connecticut Yankee Atomic PowerCompany (Cannect:
wut Vankeo), whoch owns and operater 8 nucear ehesric
geaerating statin i Haddam Neck, Conmesticr. Con
necricut Yarhoo has boen engaged it, & constraction pior

hiat 1 exserttial 1) mAlntain ite Sation 4% &
dependatie source of 1w Sxtaric poser in New
Pgland. As a condeon ar'th- de o inmmwing 2 e
miente fur thas const roct v peogn n, thie lender have
Srotm time b tame. squn . gan ees from the shre
owners of Conecty, ; Yankr irishis regard. the
Crpuny is ohligated 1o .. a8 $.3% of Conmwcticut
Yanker's capital reguir nente wathir, speciied lonis.
Clarrenthy, the 2 ams guararee Habality for jes share
of oz Aeut Yankees long-tetm debt psues smounts
w approximaaty $1.5 nilbon
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renpict 1o Seabtook Linit 2 of mately §72.7
MMWMNM milln s 1086 Tharsng 1985,

5 th Inseria] Reveoe Servace (IRS) covnmenced an

o the Senbronk privect cxpeodittines on

 ENAIUINALION
 Seahook Ut 2 that werr chaimed as ahandomment
+ eswes by several of the int swnen of the project.

mchuding the Campany, in the years 1984 and 4 1085
On Maich 20, 1989, the RS case manager issued 4
ot of proposc adiustinent setting forh the TRS pos
v that there wis iio ahandonmem of Scabrook Upe 2

i the yoaurs under sudit. 1t a0 stated the JRS position

thia, in the event new facts wnd ciroutnalances heyond
thi examination kv revial thar an ahandonmont loss
i ocgnat o 1984 anedion 1085, the clainwd losses wnust

b nduced by the sahvaue valoeof Seabsuak Lt 2

:'| 9

F“ ﬂu&q&wummhdmhﬂm‘q@x\ Thase 1]
progect; an extenson of the Fhise | facilitio, tar will

. uncresse the capmeity of this ransimission intirtie linking

lovel. Ageondingdy. on.

' -, Mmhmmwuw

sty T o Detror dhated July 17, 1989, the IRS District
Dirwcsor notified the Canspaty of proposed tux s
menis for the wears 1981, 19% and 1984 anwng from »
dhisitllowange of the shandonisent s dediction claimed
by the Company in 1984, The Comparty respandid 1o
this nctice, dsagreeing with the priposed aswesinents

- and tegquosting a conference with the IR S appellite divi

won Such a conference wax held und, s bater dued
J‘wmmwmum Ofice notthied
the Campaniy that » stuably tenslution of

ehis matier cunsot be reachid a the appetiate heawon
1, MJN(-;«B
prany filed 4 petiton with the Usited Stases Tay Coart
hmmmﬁmunmmhmﬁﬂu Cum-

ny EXpects (o these wwsessitents vigntoust; m

Tas Cant e RS s peval. e
Company ek 1 recover the ddditiona) asss
mwmmpawmwamm
o o whilt

New Englaid and e Clanachi, rom (%) megu-
mmmdmﬂmm The Phase 1)
facilition wer placed in pommercial operation o
Novembor 1, 1990, at & maxtiam wapacity of 1300

megawatts, perding the campletion of tansmisson s

o tom medificusions n Chuebes that will permit operasion

af the facilities up to full dessgn capacits. Such opetation

U et by tid 199 A tenyear Firm Energy Con

aenct, which provides foe the sale by MydroQuibee 1

Ttk Lsrls Sibs g At e Chaerasny

the New Feggland particpants o the Phise 1| prosect of
7 milliom soegawatthouss pet veur, will non bevome eflec
tive ot the Tacilites anc oponble at full dosign capac
ty. A interih agreomcn pronides b onengy delivones
wising Phiase 1 at its currene capacity level Althowggh
cnergy pong fartoulas m the intonm sgrecment s
the Firm Energy Contraet should produce enengy cost
u\mﬁ for the New England proses pasticipants, the
musthily proect fusalition financul suppont payments
that begat with the Nowvember | commercial operation
are expectad to cxvend the ivings ameunts il some
time wfter the Fiem Encapy Contrsiet becetmes effective
The Company bas a 5 43% pasticipating shuse in the
Phase 17 project. ansd ity cormsponding shase of the sap
poart chstges sl b upysrosimasely $300.000 pey twistith,
o it 0 peavenents of approvimately $60,000 pey
manth that are altcady being made msuppon of related
Tt system reinfrcements that were plased s
orvice in lite 1989

I comphying with existiog environmentul statutes and mwh

o aned further devedopments in these ond othir arvas
of enviranmental concem, inchuding Jegdation at fod
el and st devels tfw fildds of wulcl st e qquality
iparticudarly “acid ram”, Y tasivs”, “oaone noncattain:
ment”, and “ghobid warmiang ), hisardous waste han
ling andd disposal ki sibstances aml dectro tagnmit
fiekds, the Crmnpany may incur substatitial capital
expenditures for eguipment exlifications and additions,
momitring nguipent and secording deviees, and it ey
ancur adddtional aperatang capenios, Mesviver, the Car
pasy beloves diai any addisional oets incured for thes
piriywones will be ercoverable trnigh the tatemaksng
process The il amount of tiow exponditums » o
now determmihle

L 1986 the Company converted it Mew Huon Hurtay

Statwnt tis o hashfuc] capabuiiy of mataral gas and wil
Under an agreement tvith Tenngasca a divason of
Tenmen, the Ulnpiny # obbygated 1o bors approsi-
sty sox bl ool St o s por et it ng thy
non hoating mosths and ahen offersd by Tonngasci at
# prce that s competitivg wath ol Thas agreement
extends to Januaey 1, 2000, 17 U1 should eleet tout

frumate its gas parshise Bgemn with Tanngusu
termsinasion fues of up 1o 87 4 milhon could be icormed
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' exmmeiyt w sesponsiile for the disposyl of spr e
fue MIWM&WMH&M-M dusposal
foe that e bcing pud v +he faddetil govertn. <ot on the
bt (f et enetition by electric i oo o
opemtng trucica gensnamnganite. LT tecoven such focs
i partof nucloat fuel expense changed W Gwtumen
hitonigh ol arie sevite rases

hmm\fupmmmrixdhﬂ ioders! gowery -

. et it toke title tii and dipore o he wtilities” hgh
Tt amven i apetst st Fuae! e gimmang nes et

i than 1998, However, thin DO biow 1 wwtced thiad ne

Lot high evel wowte seposta.y seill - an bein operei

o addior s 2010, sorwadhstandl @ the DOE G stautony

wnd somitacttial aponsiby 1 10 bherdo disposal of high-

Wael radoetove wisse and spers |, ol hogiinning et

fater thiun Junuary 31, 1998

Uﬂ!ﬂﬂwm Eeeremnment heging reeivimg such materuls 1
accomdance. aith the Nuclesr Wio Policy Act, opers-
ing tuiclear generubing taits wili now 1o rein Ligh
Tove] wamtes and spent fuet snovite or ovske uther provy
siotie for their Seage factiitses S Millaone

- Ulnie S e w,udmwfm the proscund Hife

B of the Taeibivies fon thie Comumcticnt Y ankee
o kit ate epentid 1o he adeguiti thrsugh the tind 1K,
Sedarnge ucilition for Seabrouk Lingt 1 are pxpecied oty
| addeguate urett] an leaw 2010 However, fuel consulida
 tion and compaction ate being e
nﬂ mmml o prnvide adequate stonge capal i«
Tives of e Cormnetsca Yankes Uit
M Ui L

mﬂm i alvo reeoveniig themugh eloctnic service rates
s chato of the pstnared et ft S
Brook Lingt 1 Milltone Unat 3. e Jamuaey 1989, the
Nw } Nuclear Decommsioning Finsmang
Commitee establiahed the gt of docammisssniny) Soa

ok Usatin Bt sumacpsi Cpaap sy

bk Lt 4 s ito setarornent wt K242, milhion (i
JORT dullars), This sesount was incrvased) aach voar after
FN7 Ty a4 ] ivflatson facpr it Sedtenak
Unlt § began cotemestial opverstion. Commencing with
commnereud operation of Sewbrook Linit 3, the Company
Yie taeui veguitod 10 take manthly paverams of gs shiey
nf the entigened decommissamiing S thie s tris fund
thas s beitig bianagrd w the State of New Hampshise
The DFUC har sstuibitishod » dovommissianing estithate
of $104 mutlhion for NMilleane L laie 3 (i 1987 dallacs),
] the Chsmpainiy s sumeedy fanching e share of wch
ssstven o] descammamntiiing coets movthly, Authough
sty amocnds vl be sevaowed and sevdsad fromm tone 1o
tiae during the life of the wnis, thete is v garantse
thur b Fuanching sl e sutficiend te arver actuad

decomEmainnirig cuts rpn et Cment
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g Selocved qreasterty fnancial dlata for 1900 and 10K wi we
; forth bk
Earnings (Loss)
Nt lehn
Rovenues (1) income  (Loss) Mm
s
e
First Sl S 8 Sam § o
Yecand 153,541 N2 148 )
Thud 1687 MR BN 1.5
< Poand, LAY 06 - 142 7%
T
First TECR DI A5 W R $ 50
- Beeand (REF LB 0 i
o Thnd {256 269l4 @027 fhfd)
_hh:.!rl!\_' VAR e 6% Ly

3

) Whnlesale perwer sales, Raomerdy recorded s reductions in

COipetating Expenses. have bevts teclamsfied a3 Openiting
Revenue in accordance with FERC spguunements

(2) Basex) o0 weighted avere numberof shares snstanding
wach quarner

(8) Barmiings per share for 1990 and 1989 includde the net officts
of SEAS No. 0 wrine-nits and accresion transactans in
1« fllow ing amonnts for the fiest throgdh fonre quar
te fispecuvely
199 $ 4 F oM SN SiM
0% $L121 $0200 BT R03

m Enrnings four che fourth quarter of 1989 include one-sine

axpenses asacnited wish replacing defective mding 41 3

Ling station, coate i connection with the effon W
affiliate with PRNH theough it bankeupioy reorgania
fion proceediigs snd steam conts. Alw inciaded are coots
issociss o with i extendied mantenance outuge of the
Conneetiom Y ankee posver plant and sitstant ially
kmer AFUTXC due te SFAS No 00 writpoth in 1980
The agggregite sechucrion die to thewe fictanowas
apyravematk § K3 per share

Miarket for the Company s Cammon Equety
L5 Common Stavk 1 tracked v the New York Stk
Exchange, where the high ad low side prices during
1900 a1 989 e as folions
1950 Sale Price VIR0 Salo Price

Frtee Qg Y b 5 b
Seostsl Quasier My ba g P
Third Quearser Wy b 294 M
Fomrth Uoansiey LS ARL. 2 1) X

U s i quiarterty dividends on it Cottiben Stock sing
T Thy quarterly dividons doclared m 1999 s
1900 wete at o rane nf 58 conts per shary

The Trust Inddesture under which all of the Cogiay's Deben-
thires W sasved prhaces liwsdtations of the pavment of cash
dividdends on the Comimon Stk af the Uonguny and
o the amounis that can be expended to porchas o
pecleen whares of Comman Slock. However, all the Coar
pany's tetatnes) eamings al Dovember 31, 1996 wone free
of such breftatione

Avef e 3, TN there wie 23, 516 Commen Stk
sharcranen of weted

Tk Unervsor: Bt FoatByAs i -USOat sy

51




1 wammmmmmw balance
‘ -T.:F sheets of The United Blummating Company as of
Deeceraber 31, 1990, 1088 and 1985, and relared consols-

i dated statements of income, fetamed earmungs and cash
el flows for the years then ended, These financial state-
R menits are the responsibility of the Compatey s mianage
U naem O respansibility i 1o express un opigin ou
s these fimancial statements based on pur axdiss

- We conductad our sudits in accurdznce with genetally
JLH, accapted auditing standards Those standards requare
oo shatwe plan and peeform the audit to obtain reanable
L assurance about whethor the financial statements ane
i free of matestal misstatoment. An sudst inchiks examn
o ing, on & west hasis, evidence supporting the amounts and
% duclowures n the financial statements. An audic alvo

inchides assowing the accounting prinaiples wed and s
nificant estimates made by management, o well as eval
ok uating the overall financial statement presenitation W
! believe that our nudits provide o reasonable basse for our
o Inourapiman, the financial statomerws referred to shove
TR st faarly, n all matenial nespects, mmwa.wf'
. financial posttion of The United amnating Company
C asof December 3. 1990, 1950 and 108K, and the coneol
il idates] remdlts of s operations and its cash flows fir the
" vears then ended in conformity with generally accepted
3 Wi ol
~ Coopers & Lybrand

C January 28,1991

2 Tote L eerep lidi wsA TG Conmasy
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