 STANDARD

~ &POOR'S

Northeast Utilities

Primary Credit Analyst:
Dimitri Nikas, New York {1} 212-438-7807; dimitri_nikas@standardandpoors.com

Secandary Credit Analyst:
Gabe Grosberg, New York {1} 212-438-6043; gabe_grosberg@standasdandpoors.com

Table Of Contents

Major Rating Factors
Rationale

Outlook

Related Criteria And Research

www.standardandpoors.com/ratingsdirect 1
B11499 | 300021602



D.P.U. 10-170

Attachment DPU-1-25(f)
Page 2 of 63

Northeast Utilities

Major Rating Factors

Strengths:

o Low-operating-risk electric transmission and distribution operations Foreign Currency
dominate the consolidated business risk profile; BBB/Stable/--

o Material contribution from transmission investments that are iocal Currency
FERC-regulated; BBE/Stable/NR

e Minimal competition; and
o Operating and regulatory diversity with operations in three states and

combination of electric distribution and transmission operations.

Weaknesses:

e Regulated utilities are challenged to earn their allowed return on equity;

o New Hampshire electric operations are integrated although customers can select alternative electric supply
providers;

e Large proposed capital spending program; and

o Aggressive consolidated financial profile.

Rationale

The ratings on Northeast Utilities {NU) reflect the consolidated credit profiles of its operating subsidiaries,
Connecticut Light & Power Co. {CL&P), Public Service Co. of New Hampshire (PSNH), Western Massachusetts
Electric Co. (WMECO), and Yankee Gas Services Co. (Yankee Gas).

NU's business risk profile is ‘excellent’ and reflects primarily the low-operating-risk nature of its regulated utility
subsidiaries and rhe increasing contribution of its transmission investments, Un-regulated operations are not
material to the consolidated eredit profile and the company has no plans to expand them. CL&P and WMECO are
electric transmission and distribution companies. PSNH remains a fully integrated electric utility even though
customers can select alternative electric supply providers, an arrangement that can lead to recovery of fixed costs
over a smaller customer base. Yankee Gas is a natural gas distribution company. NU setves about 2.1 million
customers in Connecticut, Massachusetts, and New Hampshire, achieving a measure of regulatory and operating
diversity. Residential and commercial customers contribute the majority of sales (76%) and revenues (75%]),
although the customer base demonstrates no meamingful growth, However, about two-thirds of CL&P's and
WMECO's distribution revenues and about one half of PSNH's distribution revenues are recovered through fixed
charges, somewhat mitigating the lack of customer and load growth. We view the regnlatory environments as
modestly supportive of credit quality, and while the subsidiaries can recover fuel costs on a timely basis, they are
challenged to earn their allowed returns on equity (ROE). Both CL&P and PSNH received base rate increases in
mid-2010, which should provide a measure of support to the consolidated financial profile. NU has been investing
significantly in the transmission business, which now contributes more than half of consolidated operating income,
and is regulated by the FERC which provides for attractive allowed ROEs and recovery of financing costs for some
of the major projects during the construction period. NU's capital spending program is significant at about $6.35
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billion for 2010-2014, with about 46% targeted for new transmission projects. The balance is for company-specific
projects, including environmental compliance projects at PSNH, necessitating timely recovery of the investment
through rates in order to provide ongoing support to the financial profile. Overall, the proposed capital spending

program will meaningfully increase the consolidated rate base.

NU's consolidated financial profile is aggressive. Adjusted funds from operations (FFO) for the 12 months ended
March 31, 2010, were $823.3 million, while adjusted total debt was $5.72 billion, leading to adjusted FFO to
interest coverage of 4x and adjusted FFO to total debt of 14.4%. Given the large capital spending program of about
$6.35 billion during the next five years which will only be partly internally funded, credit protection measures,
including debt to capital, will remain aggressive. Adjusted total debt to total capital was 60.8% as of March 31,
2010.

Short-term credit factors

NU's liquidity is 'adequate’ under Standard & Poor’s corporate liquidity methodology, which describes a company's
liquidity in five standard categories. NU's 'adequate' liquidity supports its 'BBB' corporate credit rating. Projected
sources of liquidity, mainly operating cash flow and available bank lines, cover projected uses, mainly necessary
capital expenditures, debt maturities, and common dividends, by over 1.2 times. NU's ability to absorb high-impact,
low-probability events with a kmited need for refinancing, its flexibility to lower capital spending, its sound bank
relationships, its solid standing in the credit markets, and prudent risk management further support our description
of liquidity as 'adequate’.

NU has a $482.3 million revolving credit facility maturing in November 2010 and which had $332.4 million
undrawn as of March 31, 2010. The subsidiaries have a combined $361.8 million revolving credit facility maturing
in November 2010, and had the entire amounts available as of March 31, 2010, subject to each individual
company's borrowing limit. NU is currently in the process of renewing the existing revolving credit facilities. Debt
maturities are modest and total about $66.3 million in 2010 and $4.3 million in 2011, enhancing financial
flexibility. In addition, NU had about $30 million of cash on hand.

Qutlook

The stable outlook on NU reflects the company's low-operating risk regulated transmission and distribution
operations that are expected to continue to dominate the consolidated business risk profile. In addition, the stable
outlook reflects the recent rate case decisions which should provide a measure of support to the consolidated
financial profile. As a result, Standard & Poor's base case projections for NU on a consolidated basis incorporate an
‘aggressive' financial profile such that adjusted FFO interest coverage is at least 3.0x, adjusted FFO to total debt
exceeds 12% and adjusted debt leverage does not exceed 65%. Absent the ability to consistently demonstrate such
credit metrics, credit quality will erode and the ratings will be lowered. Given the farge capital spending prograim,
the still weak local economies in the service territories and aggressive financial risk profile, a higher rating for NU

and its subsidiaries is currently not under consideration.

Accounting
NU's financial statements are in accordance with U.S, GAAP and are audited by Deloitte & Touche, which has

issued unqualified opinions on the company's financial statements and internal controls for 2009.

NU issued rate reduction bonds (RRBs) in 2001 which Standard & Poor's views as securitized debt, and adjusts the
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year-end 2009 financial statements by removing:

e $442.4 million of securitized debt from total reported debt,
e $244.1 million of securitization-related principal from revenues and depreciation, and

o $36.5 million of securitization-related interest expense from revenues and interest expense.

In addition, Standard & Poor's adjusts NU's financial statements for certain off-balance-sheet obligations. For fiscal
2009, Standard & Poor's adds $686.5 million as a debt-like obligation for tbe pension and other post-retirement
funding sbortfall, $52.7 million relating to operating leases, $38.6 million relating to PPAs, $32.9 million to account

for asset-retirement obfigations, and $83.8 million in accrued interest not reported as debt. These figures represent
about 16% of the NU's adjusted total debt.

Standard 8 Poor's views NU's $116.2 million of non-redeemable preferred stock as of Dec. 31, 2009, as having
intermediate equity content, ascribing 50% of each amount to debt and the remaining 50% to equity for ratio
computation purposes. The associated distributions are similarly treated as 50% interest and 50% dividends.

Related Criteria And Research

o Criteria Methodology: Business Risk/Financial Risk Matrix Expauded, published May 27, 2009.
e Corporate Criteria: Analytical Methodology, published April 15, 2008.

Meet Vora of Standard & Poor's/CRISIL contributed to this article.

Industry Sector: Energy

Northeast Utilities NSTAR Consolidated Edison Inc. CH Energy Group Inc.

Rating as of July 26, 2010 BBB/Stable/-- As+/Stable/A-1 A-/Stable/A2 -
--Average of past three fiscal years-—
{Mil. $}
Revenues 5,392.9 3,037.7 13,245.0 1,163.7
Net income from cont, oper. 282.6 2344 908.7 ar4
Funds from operations {FFQ) 637.1 h3zz 1,635.7 1075
Capital expenditures 1,080.3 3938 2,489 99.7
Cash and short-term investments 92.2 66.5 181.3 36.0
Debt 5,1728.0 3,055.6 12,4242 590.2
Preferred stock 58.1 215 106.5 210
Fquity 32208 1,809.7 9591.9 549.1
Debt and equity 8,356.7 4.965.3 22.016.2 1,139.4
Adjusted ratios
EBIT interest coverage {x) 2.7 38 3.1 39
FFO int. cov. (X} 36 43 38 45
FFO/debt (%) 12.4 175 13.2 182
Discretionary cash flow/debt {%) {15.9) (3.2) {8.9) (6.6}
Net cash flow / capex (%) 6.3 97.5 48.3 733
Standard & Poor’s | RatingsDirect on the Global Credit Portal | July 27, 2010 4
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Table 1.

Northeast Utilties -- Peer Comparison® (cont)
Total deht/debt plus equity {%) B1.4 62.8 56.4 518

Return on comman equity (%) 8.1 13.3 95 11

Commen dividend payout ratia (un-adj.) (%) 49.3 65.1 £9.2 9B

*Fully adjusted [including postretirement obligations).

Table 2.

Northeast Utilities -- Financial Summary*

Industry Sector: Energy

--Fiscal year ended Dec. 31--

2009 2008 2007 2006 2005
Rating history BBB/Stable/-- BBB/Stable/~- BBB/Stable/-- BBB/Stahle/— BBB/Stable/-
{Mil. $}
Revenues h,158.B 55189 5,500.9 66219 71336
Net inceme from continuing operations 335.6 260.8 %5 131.7 (229.2)
Funds from operations (FFO) 845.0 560.4 506.0 272 3465
Capital expenditures 902.2 12376 1,101.0 B93.3 798.9
Cash and short-term investments 93.2 168.3 15.1 481.9 458
Debt 5612.0 5.738.4 40335 33622 3649.2
Preferred stack 58.1 8.1 58.1 116.2 116.2
Equity 3,636.0 3,078.4 24719 29144 2,019.7
Debt and equity 9,248.0 8,816.8 70064 6,276.6 5,729.0
Adjusted ratios
EBIT intarast coverage (x) 3.1 2.3 26 1.5 16
FFO int. cov. [x) 4.2 3.1 3.3 1.2 26
FFO/debt (%) 15.1 98 125 0.8 95
Discretionary cash flow/debt (%) {5.4) 16.1) {29.6) {17.9 116.2)
Net Cash Flow / Capex (%) 75.3 35.1 352 {9.6} 324
Debt/debt and equity (%) 60.7 5.1 576 53.6 63.7
Return on comman equity (%) 95 70 16 40 (10.6)
Commaon dividend payout ratio {un-adj.) {%) 49.3 50.5 4719 85.2 (38.2)

*Fully adjusted {including posiretirement obligations).

--Fiscal year ended Dec. 31, 2009--

Northeast Utilities reported amounts

Operating Operating Operating

income income income Cash flow Cash flow
Shareholders (before {before {after Interest from from Dividends Capital

Deht equity Revenues D&A) D&A) D&A} expense operations operations paid expenditures
Reported 5,102.0 3,694.1 54394 1,292.2 12922 7514 2736 969.1 989.1 167.9 908.1
Standard & Poor's adjustments
Operating 52.7 - - 20.6 33 3.3 33 11.3 113 - -
leases
www.standardandpoors.com/ratingsdirect A
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Tahle 3.

" Intermediate 56,1 (58.1) - . S 28 P28 @28 B
hybrids
reported as

equity
Postretirement 686.5 - - 215 215 215 - 101 101 - -

benefit
obligations

Accrued 838 - - - - - - - - - -
interest not

included in

reported debt

Capitalized - - - - o - 59 i5.9) (5.9 - (5.9)
interest

Sharg-based - - - - 8.8 - - - - - -
compensation
expense

Securitized (442.4} - {780.6) (280.6) {280.6} {36.5} (36.5} (2441} {244.1) - -
utility cost
TECOVETY

Power purchase 38.6 -- - 20 20 20 20 - - - -
agreements

Assat 329 - - 33 33 33 33 (0.7) (0.7} - -
retirement
obtigations

Aeclassification - - - - - 378 - _ - - _
of nonoperating

income

lexpenses)

Reclassification - - - - - - - - 81.8 - -
of

waorking-capital

cash flow

changes

Total 510.0 (58.1) (280.6) (227.2) (235.7) 374 (192 {226.0) {144.2) (2.8) (5.9}
adjastments

Standard & Poor's adjusted amounts

Operating
income Cash flow Funds
{befare Interest from from Dividends Capital
Deht Equity Revenues D&A} EBITDA EBIT expense operations operations paid expenditures

Adjusted 56120 3.636.0 b,168.8 1,065.0 1,066.6 788.8 254.4 76831 845.0 166.2 902.2

*Northeast Utilities reported amounts shown are taken from the company's financia! statements but might include adjustments made by data providers or reclassifications made by
Standard & Poor’s analysts. Please nate that two reported amounts {operating income before D&A and cash flow from operations) are used to derive more than one Standard &
Poor's-adjusted ameunt {operating income befora D&A and EBITDA, and cash fiow from operations and funds from cperations, respectivelyl. Consequently, the first section in soma tables
may feature duplicate descriptions and amounts.

Northeast Utilities

Corporate Credit Rating
Foreign Ctirrency BBB/Stable/--
Local Currency BBB/Stable/NA
Senior Unsecured (3 lssues) BBB-
Standard & Poor’s | RatingsDirect on the Glohai Credit Portal | July 27, 2010 6
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Corporate Credit Ratings History

27-May-2005 Foreign Currency BBB/Stable/--
14-Apr-2004 BBB+/Negative/-
08-Nov-2001 BBB+/Stable/--

27 -May-2005 Local Currency BBB/Stable/NR
14-Apr-2004 BBB+/Negative/NR
08-Nov-2001 BBB+/Stable/NR
Business Risk Profile : Excelient
Financial Risk Profile Aggressive

Related Entities
Gonnecticut Light & Power Co.

Issuer Credit Rating BBB/Stable/NR
Preferred Stock (8 Issues) BB+

Sentor Secured {18 lssues) BBB+

Senior Unsecured (5 Issues) BBB

Public Service Co, of New Hampshire

Issuer Credit Rating BBB/Siable/--
Senior Secured (2 Issues) BBB

Senior Secured (5 Issues) BBB+

Senior Unsecured {4 lssues} A/Developing
Senior Unsecured {1 Issue} AAA

Senior Unsecured {1 Issue) BBB

Western Massachusetts Electric Co.

|ssuer Credit Rating BBB/Stable/NR
Senior Unsecured (6 Issues) BBB

Yankee Gas Services Co.
tssuer Credit Rating BBB/Stable/--

*Unless otherwise neted, all ratings in this repart are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard
& Poor's cradit ratings on a national scale are relative to obligors or obligations within that specific country.
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Copyright { ¢ } 2010 by Standard & Poor's Financial Services LLC [S&P), a subsidiary of The McGraw-Hill Companies, Inc. Al rights reserved.

Mo content {including ratings, credit-related analyses and data, model, software or other application or output therefrom) or any part thereof {Content] may be modified,
reverse engineerad, reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of S&P. The Content
shail not be used for any untawful or unauthorized purposes. S&P, its affiliates, and any third-parly providers, as weli as their directers, officers, sharehoiders, employees or
agents (coliectively SRP Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any erzors or
omissions, regardiess of the cause, for the resuits obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR BMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OH FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SDFTWARE ERRORS OR DEFECTS, THAT THE CDNTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WiLL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no svent shalt S&P Parties be liable to any
party for any direst, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and epportunity costs) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and not statements of fact or
recommendations to purchase, hold, or sell any securities or to make any investment decisions. S&P assumes no obligation to update the Content following publication in any
form or format. The Content should not be reliad on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisars and/or
clients when making investmant and other business decisinns. S&'s apiniens and analyses do not address the suitability of any security. S&P does not act as a fiduciary or
an invesiment advisor. While S&F has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives.

S&P keeps certain activities of its business units separate from each other in order to preserve the mdependence and objectivity of their respective activities. As aresult,
certain business units of S&P may have information that is not avaiiable to other S&P business units. S&P has established policies and precedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

S&P may receive compensafion for its ratings and certain credit-related analyses, normatly feom issuers or underwriters of securities or from abligars. S&P reserves the sight
to disseminate its opinians and analyses. S&F's public ratings and analyses are made availabie on its Web sites, www.standardandpoors.com {free of chargel, and
www.ratingsdirect.com and www.globalcreditportal.com (subscription}, and may be distributed through other means, including via S&P pubiications and third-party
redistributors. Additional information about our ratings fees is availabte at www.standardandpoors.com/usratingsfees.
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Research Update:

Northeast Utilities Placed On Watch Positive

And NSTAR On Watch Negative On Planned
Merger |

Overview

» New England-based utility companies Northeast Utilities (WU) and NSTAR
have agreed toc merge through an all-stock transaction.

o We are placing the 'BBB' ratings on Northeast Utilities on CreditWatch
with positive implications to reflect a likely upgrade following the
transaction. ]

¢ We are placing the 'A+' ratings on NSTAR on CreditWatch with negative
implications to reflect a likely downgrade.

o The combined company is expected to have an excellent business risk
profile with a focus on low-risk electric and natural gas transmission
and distribution operations.

Rating Action

On Oct. 18, 2010, Standard & Poor's Ratings Services placed its 'BBB' ratings
on Northeast Utilities and its subsgidiaries, Connecticut Light & Power Co.,
Public Service Co. of New Hampshire, Western Massachusette Electric Co., and
Yankee Gas Services Co., on CreditWatch with positive implicatione. In
addition, we placed the 'A+' ratings on NSTAR and 1ts subsidiaries, NSTAR
Electric and NSTAR Gas, on CreditWatch with negative implications. The rating
actions follow the announcement that WU has entered into an agreement to merge
with NSTAR. Completion of the merger ig planned in 9-12 months, with the
necessary approvals from The Federal Energy Regulatory Commissicn, the Nuclear
Requlatory Commission, the Securities and Exchange Commission, and
Massachusetts regulators.

The positive CreditWatch listing on NU reflects that the company's credit
guality will benefit from the merger with the higher rated NSTAR. Because
NSTAR is also focused on electric and gas transmission and distribution
operations, we expect the combined entity to have an excellent business risk
profile. In addition, the merger will provide regulatory diversity, with the
combined entity generating abhout 70% of operating income from Massachusetts,
Connecticut, and New Hampshire while the balance will be FERC-regulated.
Finally, the transaction i1s expected to be completed in an all stock manner
without the need for additional external debt financing which could weaken the
pro forma financial risk prefile.

The negative CreditWatch listing on NSTAR reflects that ites ratings will
be lowered once the transaction ig completed, owing to the combination with an
entity that has a weaker financial risk profile. WSTAR's business risk profile
will similarly benefit from a combination with a company with low-risk
operations, but with a considerably weaker financial risk profile,

Standard & Poor’s | RatingsDirect on the Global Credit Portal | October 18, 2010 2
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Research Update: Northeast Utilities Placed On Watch Positive And NSTAR On Watck Negative On Planned
Merger

Standard & Poor's expects to resolve the CreditWatch listing on NU and
NSTAR as the transaction nears completlon and there is additional information
regarding the combined company‘s financilal policies, which in turn will
dictate the consclidated financial risk profile.

Related Criteria And Research

s Criteria Methodoclogy: Business Risk/Financial Risk Matrix Expanded,
published May 27, 2009.

o 2008 Corporate Criteria: Amalytical Methodology, publighed Bpril 15,
2008.

Ratings List
Ratings Affirmed; CreditWatch Action

To From

Northeast Utilities

Corporate Credit Rating BBE/Watch Pog/-~ BBB/Stable/--
Connecticut Light & Power Co.

Corporate Credit Rating BBB/Watch Pos/-- BBB/Stable/--
Western Massachugetts Electric Co.

Corporate Credit Rating BBB/Watch Pos/-- BBB/Stable/--
Public Service Co. of New Hampshire

Corpeorate Credit Rating BBB/Watch Pos/-- BBR/Stable/--
Yankee Gas Services Co,

Corporate Credit Rating BBB/Watch Pos/--  BBB/Stable/--
NSTAR
NSTAR Electric Co.
NSTAR Gas Co.

Corporate credit rating A+/Watch Neg/-- A+/Stable/--

Complete ratings information is available to RatingsDirect gsubgcriberg on the
Global Credit Portal at www.globalecreditportal.com and RatingsDirect
gsubscribers at www.ratingsdirect.com, All ratings affected by this rating
action can be found on Standard & Poor's public Web site at

www. standardandpoors.com. Use the Ratings search box located in the left
column.
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Summary:

Northeast Utilities

Credit Rating:  BBE/Watch Pos/NR BBB/Watch Pos/--

Rationale

The ratings on Northeast Utilities (INU} and its operating subsidiaries, Connecticut Light 8 Power Co. {CL&P),
Public Service Co. of New Hampshire (PSNH), Western Massachusetts Electric Co. (WMECO), and Yankee Gas
Services Co. are on CreditWatch with positive implications as a result of the company's plan to merge with NSTAR.
The CreditWatch listing reflects that the company's credit quality will benefit from the werger with the higher rated
NSTAR. Because NSTAR is also focused on electric and gas transmission and distribution operations, we expect the
combined entity to have an excellent business risk profile. In addition, the merger will provide regulatory diversity,
with the combined entity generating about 70% of operating income from Massachusetts, Connecticut, and New
Hampshire while the balance will be FERC-regulated. Finally, the transaction is expected to be completed in an all
stock manner without the need for additional external debt financing which could weaken the pro forma financial
risk profile.

The ratings on NU reflect the consolidated credit profiles of its operating subsidiaries, CL&P, PSNH, WMECO, and
Yankee Gas Services Co.

NU's business risk profile is excellent aud reflects primarily the low-risk operations of its regulated utility
subsidiaries and the increasing contribution of its transmission investments. Unregulated operations are not material
to the consolidated credit profile and the company has no plans to expand them. CL&P and WMECO are electric
transmission and distribution companies. PSNIH remains a fully integrated electric utility even though customers can
select alternative electric supply providers, an arrangement that can lead to recovery of fixed costs over a smaller
customer base. Yankee Gas is a natural gas distribution company. NU serves about 2.1 million customers in
Connecticut, Massachusetts, and New Hampshire, achieving a measure of regulatory and operating diversity.
Residential and commercial customers contribute the majority of sales {76%) and revenues (75 %}, although the
customer base demonstrates no meaningfnl growth, However, about two-thirds of CL&P's and WMECO's
distribution revenues and about one half of PSNH's distrihution revenues are recovered through fixed charges,
somewhat mitigating the fack of customer and load growth. We view the regulatory environments as modestly
supportive of credit quality, and while the subsidiaries can recover fuel costs on a timely basis, they are challenged to
earn their allowed returns on equity (ROE). Both CL&P and PSNH received base rate increases in mid-2010, which
should provide a measure of support to the consolidated financial profile. NU has been investing significantly in the
transmission hnsiness, which now contributes more than half of consolidated operating income, and is regulated by
the FERC which provides for attractive allowed ROFEs and recovery of financing costs for some of the major
projects during the construction period. NU's capital spending program is significant at about $6.35 billion for
2010-2014, with about 46% targeted for new transmission projects. The balance is for company-specific projects,
including environmental compliance projects at PSNH, necessitating timely recovery of the investment through rates
in order to provide ongoing support to the financial profile. Overall, the proposed capital spending program will
meaningfully increase the consolidated rate base.

Standard 8¢ Poor’s | RatingsDirect an the Global Gredit Portal | October 25, 2010 2
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NU's consolidated financial profile is aggressive. Adjusted funds from operations {(FFO) for the 12 months ended
June 30, 2010, were $783.3 million, while adjusted total debt was $5.82 billion, leading to adjusted FFO to interest
coverage of 3.8x and adjusted FFO to total debt of 13.5%. Given the large capital spending program of about $6.35
billion during the next five years which will only be partly internally funded, credit protection measures, including
debt to capital, will remain aggressive. Adjusted total debt to total capital was 61% as of June 30, 2010. Credit
protection measures have weakened modestly for twelve months ending June 30, 2010 compared to December 31,

2009, while still remaining adequate for the ratings, given the company's overall excellent business risk profile.

Short-term credit factors

NU's liquidity is adequate under Standard & Poor's corporate liquidity methodology, which describes a company's
tiquidity in five standard categories. NU's 'adequate' fiquidity supports its '"BBB' corporate credit rating. Projected
sources of liquidity, mainly operating cash flow and available bank lines, cover projected uses, mainly necessary
capital expenditures, debt maturities, and common dividends, by over 1.2x. NU's ability to absorb high-impact,
low-probability events with a limited need for refinancing, its flexibility to lower capital spending, its sound banlk
relationships, its solid standing in the credit markets, and prudent risk management further support our description
of liquidity as adequate.

NU has a $500 million revolving credit facility maturing in September 2013. As of June 30, 2010, $300 million was
available under the facility after accounting for borrowings and outstanding letters of credit. The subsidiaries have a
combined $400 million revolving credit facility maturing in September 2013 which was fully available as of June 30,
2010. Debt maturities are modest and total about $66.3 million in 2010 and $4.3 million in 2011, enhancing
financial flexibility. In addition, NU had about $89 million of cash on hand as of June 30, 2010.

CreditWatch

Standard & Poor's expects to resolve the CreditWatch fisting on NU and its subsidiaries as the merger with NSTAR
nears completion (expected to be in late 2011) and there is additional information regarding the combined
company's financial policies, which in turn will dictate the consolidated financial risk profile.

Meet Vora of Standard & Poor's/CRISIL contributed to this article.

Related Criteria And Research

o Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2009.
s Corporate Criteria: Analytical Methodology, published April 15, 2008.
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Public Service Co. of New Hampshire

Major Rating Factors

Strengths:
e Low-operating-risk electric transmission and distribution operations

dominate the consolidated bnsiness risk profile;

o Material contribution from transmission investments that is
FERC-regulated;

o Minimal competition; and

e Operating and regulatory diversity with operations in three states and
combination of electric distribution and transmission operations.

Weaknesses:

o Regulated utifities are challenged to earn their allowed return on equity;

o New Hampshire electric operations are integrated although customers can select alternative providers;
e Large proposed capital spending program; and

e Aggressive consolidated financial profile.

Rationale

The ratings on Public Service Co. of New Hampshire (PSNH]} reflect the consolidated credit profile of its parent,
Northeast Utilities (NU). NU has an 'excellent’ business risk profile that reflects primarily the low operating risk
nature of its regulated utility subsidiaries and the increasing contribution of its transmission investments,

PSNH is NU's second-largest operating subsidiary, contributing about 20% of revenues and assets. PSNH has an
‘excellent' business risk profile. The company provides service to 490,000 mostly residential and commercial
customers with these customers contributing 82% of revenues and 77% of sales in 2009. The service territory has
demonstrated little meaningful growth. The regulatory environment incorporates elements that are supportive of
credit quality such as the ability to recover fuel costs on a timely basis. Unlike its affiliate companies, PSNH is an
integrated utility serving its customer base with 1,200 MW of owned generation capacity and market purchases.
Nevertheless, PSNH's customers can select alternative electric supply providers, an arrangement that can [ead to
recovery of fixed costs over a smaller customer base. Currently, about one half of PSNH's distribution revenues are
recovered through fixed charges, somewhat mitigating the lack of customer and load growth. On June 28, 2010, the
New Hampshire Public Utility Commission (NHPUC) adopted PSNH's distribution rate case settlemnent which was
reached with intervenors in April 2010. PSNH filed the distribution rate case with the NHPUC in June 2009 and
bad requested for a permanent increase of $51 million for 2009 and $17 million in 2010. The terms of the
settlemnent provide for a net distribution rate increase of $45.5 million, effective July 1, 2010 reflecting an allowed
ROF. of 9.67%, with the increase being incremental to the $25.6 million temporary increase currently in place. In
addition, the rate case settlement provides for approval of projected base rate increases of $9.5 million in 2012 and
$11.1 million in 2013, based on additional distribution investments. Importantly, under the terms of the settlement,
PSNH has agreed not to pursue additional distribution base rate increases until June 30, 2015, unless its earned
ROE falls below 7% for two consecutive quarters. PSNIH is also pnrsuing the completion of the Merrimack Station

Standard & Poor’s | RatingsDirect on the Glebal Credit Portal | July 77, 7010 2
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Clean Air Project which includes the installation of scrubbers at a cost of $457 million. The project is ahout 48%
complete and is expected to be on line by 2012. The regulatory framework does not provide for a cash return on

construction work in progress and the project will enter rate base subject to a traditional prudence review.

NU's consolidated financial profile is aggressive. Adjusted funds from operations (FFO} for the 12 months ended
March 31, 2010, were $823.3 million, while adjusted total debt was $5.72 billion, leading to adjusted FFO to
interest coverage of 4x and adjusted FFO to total debt of 14.4%. Given the large capital spending program of about
$6.35 billion during the next five years which will only be partly internally funded, credit protection measures,
including debt to capital, will remain aggressive. Adjusted total debt to total capital was 60.8% as of March 31,
2010.

Short-term credit factors

PSNH's liquidity is viewed on a consolidated basis with that of parent NU. NU's liquidity is 'adequate’ under
Staudard & Poor's corporate liquidity methodology, which describes a company's liquidity in five standard
categories. NU's 'adequate' liquidity supports its 'BBB' corporate credit rating. Projected sources of liquidity, mainly
operating cash flow and available bank lines, cover projected uses, mainly necessary capital expenditures, debt
maturities, and common dividends, by over 1.2 times. NU’s ability to absorb high-impact, low-probability events
with a limited need for refinancing, its flexibility to lower capital spending, its sound hank relationships, its solid
stauding in the credit markets, and prudent risk management further support our description of liquidity as

'adequate’.

NU has a $482.3 million revolving credit facility maturing in November 2010 and which had $332.4 million
undrawn as of March 31, 2010. The subsidiaries have a combined $361.8 million revolving credit facility maturing
in November 2010, and had the entire amounts available as of March 31, 2010, subject to each individual
company's borrowing limit. NU is currently in the process of renewing the existing revolving credit facilities. Debt
maturities are modest and total about $66.3 million in 2010 and $4.3 mitlion in 2011, enhancing financial
flexibility. In addition, NU had about $30 million of cash on hand.

Outlook
The stable outlook on PSNH reflects the outlock of its parent, NU. The stable outlook on NU reflects the

company's low-operating risk regulated transmission and distribution operations that are expected to continue to
dominate the consolidated business risk profile. In addition, the stable outiook reflects the recent rate case decisions
which should provide a measure of support to the consolidated financial profile. As a result, Standard 8 Poor's base
case projections for NU on a consolidated basis incorporate an 'aggressive' financial profile such that adjusted FFO
interest coverage is at least 3.0x, adjusted FFO to total debt exceeds 12% and adjusted debt leverage does not
exceed 65%. Absent the ability to consistently demonstrate such credit metrics, credit quality will erode and the
ratings will be lowered. Given the large capital spending program, the still weak local economies in the service
territories and aggressive financial risk profile, a higher rating for NU and its subsidiaries is currently not under

consideration.

Accounting
NU's financial statements are iu accordance with U.S. GAAP and are andited by Deloitte & Touche, which has

issued unqualified opinions on the company's financial statements and internal controls for 2009.
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NU issued rate reduction bonds (RRBs) in 2001 which Staudard & Poor's views as securitized debt, and adjusts the

year-end 2009 financial statements by removing:

e $442.4 million of securitized debt from total reported debt,
e $244.1 millicn of securitization-related principal from revenues and depreciation, and

o $36.5 million of securitization-related interest expense from revenues and interest expense.

In addition, Standard & Poor's adjusts NU's financial statements for certain off-balance-sheet obligations. For fiscal
2009, Standard & Poor's adds $686.5 million as a debt-like obligation fot the pension and other post-retirement
funding shortfall, $52.7 million relating to operating leases, $38.6 million relating to PPAs, $32.9 million to account
for asset-retirement obligations, and $83.8 million in accrued interest not reported as debt. These figures represent
about 16% of the NU's adjusted total debt.

Standard & Poor's views NU's $116.2 million of non-redeemable preferred stock as of Dec. 31, 2009, as having
intermediate eqnity content, ascribing 50% of each amount to debt and the remaining 50% to equity for ratio

computation purposes. The associated distributions are similarly treated as 50% interest and 50% dividends.

Related Criteria And Research

e Criterja Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2005.
s Corporate Criteria: Analytical Methodology, published April 15, 2008.

Table 1.

Industry Sector: Energy

Northeast WUtilities NSTAR Consolidated Edison Inc.  CH Energy Group Inc.

Rating as of July 26, 2010 BBB/Stable/-- A+/Stable/A-1 A-/Stable/A-2 -f--
--Average of past three fiscal years—
{Mil. $)
Revenues 53929 3.037.7 13,2450 1,153.7
Net income from cont. oper. 826 734.4 908.7 314
Funds from operations [FFO} 637.1 5332 1.635.7 107.5
Capital expenditures 1,080.3 393.8 2,148.9 99.7
Cash and short-term investments 922 B6.5 181.3 36.0
Debt 5,128.0 3,055.6 12,424.2 590.2
Preferred stock b8.1 1.5 106.5 21.0
Equity 32288 1,809.7 95919 549.1
Debt and equity 8,356.7 4,865.3 22,016.2 1,139.4
Adjusted ratios
-EBIT interest coverage (x) 2.7 386 3.1 39
FFO int. cov. (X} 3.6 4.3 3.6 4.5
FFO/debt {%} 12.4 17.5 132 18.2
Discretionary cash flow/debt (%) {15.8) (3.2) 8.9 {6.6)
Naet cash flow / capex (%) 48.3 975 48.3 73.3
Totat debt/debt plus equity {%) 61.4 62.8 56.4 51.8
Standard & Poor’s | RatingsDirect on the Global Credit Portal | July 27, 2010 4
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95 iz}

Common dividend payout ratio {un-adj.} {%} 49.3

65.1

69.2 7.8

*Fully adjusted [including postretirernent obligations).

Industry Sector: Energy

--Fiscal year ended Dec. 31--

2009 2008 2007 2006 2005
Rating history BBB/Siable/— BBRB/Stable/-- BBB/Stable/~ BBB/Stable/~ BBB/Stable/—
(Mil. $)
Revenues 5,158.8 55189 55009 6,621.9 71336
Net income from continuing cperations 3356 260.8 2h1.5 131.7 {229.2)
Funds from operations {FFO) B45.0 560.4 506.0 27.2 346.5
Capital expenditures 902.2 12376 1,101.0 893.3 7989
Cash and short-term investments 932 168.3 156.1 4819 458
Debt 5,612.0 b,738.4 4,033.5 3,362.2 3,649.2
Preferred stock 58.1 58.1 H8.1 116.2 116.2
Equity 3,636.0 3078.4 29719 29144 207197
Debt and equity 9,248.0 8,616.8 7,0064 6,276.6 5,729.0
Adjusted ratios
EBIT interest coverage (x) 3.3 23 26 1.5 1.6
FFQ int. cov. [x} 42 31 33 1.2 26
FRO/debt (%) 5.1 9.8 12.5 0.8 95
Discretionary cash flow/debt (%} (5.4 {16.1) {29.8} (17.9 (16.2)
Net Cash Flow / Capex (%) 75.3 35.1 352 {9.6) 32.4
Debt/deht and equity (%) 60.7 65.1 h7.6 b3.6 63.7
Return on common equity (%) 95 7.0 16 40 {10.8)
Common dividend payout ratio (un-adj.} {%} 493 50.5 479 85.2 (38.2)

*Fully adjusted [including postretirement obligations).

nts With Standar

P

--Fiscal year ended Dec. 31, 2009--

Northeast Utilities reported amounts

Dperating Operating Operating
income  income income Cash flow Cash flow
Shareholders’ {hefore {before {after Interest from from Dividends Capital

Deht equity Revenues 0&A) DEA} D&A} expense operations operations paid expenditures
Reported 5,102.0 3.694.1 54394 1,292.2 1,292.2 7014 2138 989.1 969.1 167.9 908.1
Standard & Poor's adjustments
Operating 62.7 - - 20.6 33 33 3.3 17.3 173 - -
leases
www.standardandpeors.com/ratingsdirect 5
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Intermediate 58.1 (58.1) - {2.8) [2.8) {2.8)
hybrids
reported as
equity
Postretirement 686.5 - - 215 215 215 - 10.1 10.1 - -
benefit
obligations
Accrued 83.0 - - - - - - - - - -
interest not
included in
reported debt

Capitalized - - - . - - 59 (5.9} {5.9) - (5.9)
interest

Share-based - - - - 8.8 - - - - - -
compensation
expense

Securitized (442 4} - {280.8) (280,68} (280.6) (36.5} (36.5) (244 1) {244.1) - -
utility cost
recovery

Power purchase 38.6 - - 2.0 2.0 2.0 2.0 - - - -
agreements

Asset 329 - - 13 33 33 33 (0.7} 0.7) - -
retirement
obligations

Reclassification - - - - - 378 - - - - -
of nonoperating

income

{expenses)

Reclassification - - - - . - - - 8.8 - -
of

working-capital

cash flow

changes

Total 510.0 [58.1) (280.6) (227.2) {235.7) 374 (19.2) (226.0) {144.2) (2.8} {5.9)
adjustments

Standard & Poor's adjusted amounts

Operating
income Cash flow Funds
(hefore Interest from from Dividends Capital
Debt Equity Revenues D&A) EBITDA EBIT expense aoperations operations paid expenditures
Adjusted 5,612.0 3,636.0 5,1h8.8 1,065.0 1,056.6 788.8 2544 7631 845.0 165.2 n0z.2

*Noriheast Utilities reporled smounts shown are taken from the company’s financial statements but might include adjustments made by data providers or reclassifications made by
Standard & Poor’s analysts. Please note that two reparted amounts {operating fncome before D&A and cash flow from operations) are used to derive more than one Standard &
Poor's-adjusted amount {operating income before D&A and EBITDA, and cash flow from operations and funds from operations, respectivelyl. Consequently, the first section in some tables
may feature duplicate descriptions and amounts,

Meet Vora of Standard & Poor'sfCRISIL contributed to this article.,

Public Service Co. of New Hampshire

Corporate Credit Rating BBB/Stable/--
Senior Secured {2 Issues) BBB
Senior Secured (5 Issues) BBB+
Senior Unsecured {4 Issues} A/Developing
Standard & Poor’s | RatingsDirect an the Global Credit Portal | July 27, 2010 6
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Senior Unsecured {1 |ssue} AAA

Senior Unsecured {1 |ssue) BBB

Corporate Credit Ratings History

31-May-2005 BBB/Stable/--
14-Api-2004 BBB+/Negative/--
08-Nov-2001 BBB+/Stable/-
Business Risk Profile Excellent
Financial Risk Profile Aggressive
Related Entities
Connecticut Light & Power Co.
Issuer Credit Rating BBB/Stable/NR
Preferred Stock (B Issuas) BB+
Senior Secured (18 Issues) BBB+
Senior Unsecured (5 Issues) BEB
Northeast Utilities
Issuer Credit Rating
foreign Currancy BBB/5tabie/--
Local Currency BBB/Stable/NR
Senior Unsecured (3 Issues) BBB-
Western Massachusetts Electric Co.
Issuer Credit Rating BBB/Stable/NR
Senior Unsecured (8 Issues) BBB

Yankee Gas Services Co.
Issuer Credit Rating BBB/Stable/—

*(Jnless otherwise noted, all ratings in this report are giobal scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard
& Poor's credit ratings on a national scale ara refative to obligors or obligations within that specific country.
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Summary:

Public Service Co. of New Hampshire
Credit Rating:  BBB/Watch Pos/--

Rationale

The ratings on Public Service Co. of New Hampshire (PSNH) are on CreditWatch with positive implications as a
result of parent company's, Northeast Utilities (NU), plan to merge with NSTAR. The ratings on NU are also on
CreditWatch with positive implications. The CreditWatch listing reflects that the company's credit quality will
benefit from the merger with the higher rated NSTAR. Because NSTAR is also focused on electric and gas
transmission and distribution operations, we expect the combined entity to have an excellent business risk profile. In
addition, the merger will provide regulatory diversity, with the combined entity generating about 70% of operating
income from Massachusetts, Connecticut, and New Hampshire while the balance will be FERC-regulated. Finally,
the transaction is expected to be completed in an all stock manner without the need for additional external debt

financing which could weaken the pro forma financial risk profile.

The ratings on PSNH reflect the consolidated credit profile of NU. NU has an excellent business risk profile that
reflects primarily the low operating risk nature of its regulated utility subsidiaries and the increasing contribution of

its transmission investments.

PSNI is NU's second-largest operating subsidiary, contributing about 20% of revenues and assets. PSNH has an
excellent business risk profile. The company provides service to 490,000 mostly residential and commercial
customers with these customers contributing 82% of revenues and 77% of sales in 2009. The service territory has
demonstrated little meaningful growth. The repulatory environment incorporates elements that are supportive of
credit quality such as the ability to recover fuel costs on a timely basis. Unlike its affiliate companies, PSNH is an
integrated utility serving its customer base with 1,200 MW of owned generation capacity and market purchases.
Nevertheless, PSNH.'s customers can select alternative electric supply providers, an arrangement that can fead to
recovery of fixed costs over a smaller customer base. Currently, about one half of PSNH's distribution revenues are
recovered through fixed charges, somewhat mitigating the lack of customer and load growth. On June 28, 2010, the
New Hampshire Public Utility Commission (NHPUC} adopted PSNH's distribution rate case settlement which was
reached with intervenors in April 2010, PSNH filed the distribution rate case with the NHPUC in June 2009 and
had requested for a permanent increase of $51 million for 2009 and $17 million in 2010. The terms of the
settlement provide for a net distribution rate increase of $45.5 million, effective July 1, 2010 reflecting an allowed
ROE of 9.67%, with the increase being incremental to the $25.6 million temporary increase currently in place. In
addition, the rate case settlement provides for approval of projected base rate increases of $9.5 million in 2012 and
$11.1 million in 2013, based on additional distribution investments. Importantly, under the terms of the settlement,
PSNI has agreed not to pursue additional distribution base rate increases until June 30, 2015, unless its earned
ROE falls below 7% for two consecutive quarters. PSNH is also pursuing the completion of the Merrimack Station
Clean Air Project which includes the installation of scrubbers at a cost of $457 million. The project is about 67%
complete as of July 2010 and is expected to be on line by 2012. The regulatory framework does not provide for a
cash return on construction work in progress and the project will enter rate base subject to a traditional prudence

TEVIEW.
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NU's consolidated financial profile is aggressive. Adjusted funds from operations (FI'O) for the 12 months ended
June 30, 2010, were $783.3 million, while adjusted total debt was $5.82 billion, leading to adjusted FFO to interest
coverage of 3.8x and adjusted FFO to tota! debt of 13.5%. Given the large capital spending program of about $6.35
billion during the next five years which will only be partly internally funded, credit protection measures, including
debt to capital, will remain aggressive. Adjusted total debt to total capital was 61% as of June 30, 2010. Credit
protection measures have weakened modestly for 12 months ended June 30, 2010 compared with the same period
ended Dec. 31, 2009, while still remaining adequate for the ratings, given the company's overall excellent business
risk profile.

Short-term credit factors

PSNH's liquidity is viewed on a consolidated basis with that of parent NU. NU's liquidity is adequate under
Standard 8 Poor's corporate liquidity methodology, which describes a company's liquidity in five standard
categories. NU's liquidity supports its 'BBB' corporate credit rating. Projected sources of liquidity, mainly operating
cash flow and available bank lines, cover projected uses, mainly necessary capital expenditures, debt maturities, and
common dividends, by over 1.2x. NU's ability to absorb high-impact, low-probability events with a limited need for
refinancing, its flexibility to lower capital spending, its sound bank relationships, its solid standing in the credit

markets, and prudent risk management further support our description of liquidity as adequate.

NU has a $500 million revolving credit facility maturing in September 2013. As of June 30, 2010, $300 million was
available under the facility after accounting for borrowings and outstanding letters of credit. The subsidiaries have a
combined $400 million revolving credit facility maturing in September 2013 which was fully available as of June 30,
2010. Debt maturities are modest and total about $66.3 million in 2010 and $4.3 million in 2011, enhancing
financial fexibility. In addition, NU had about $89 million of cash on hand as of June 30, 2010.

CreditWatch

Staudard & Poor's expects to resolve the CreditWatch listing on NU and its subsidiaries as the merger with NSTAR
nears completion (expected to be in late 2011) and there is additional information regarding the combined

company's financial policies, which in turn will dictate the consolidated financial risk profile.

Meet Vora of Standard & Poor's/CRISIL contributed to this article.

Related Criteria And Research

e Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2009.
o Corporate Criteria: Analytical Methodology, published April 15, 2008.
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Major Rating Factors

Strengths:
o Low-operating-risk electric transmission and distribution operations

dominate the consolidated business risk profile;

e Material contribution from transmission investments that is
FERC-regulated;

e Minimal competition; and

e Operating and regulatory diversity with operations in three states and
combination of electric distribution and transmission operations.

Weaknesses:

o Regulated utilities are challenged to earn allowed return on equity;

o New Hampshire electric operations are integrated although customers can select alternative providers;
e Large proposed capital spending program; and

» Aggressive consolidated financial profile.

Rationale

The ratings on Western Massachusetts Electric Company (WMECQ) reflect the consolidated credit profile of its
parent, Northeast Utilities (NU). NU's business risk profile is "excellent’ and reflects primarily the low-operating-risk
nature of its regulated utility subsidiaries and the increasing contribution of its transmission investments.
Un-regulated operations are not material to the consofidated credit profile and the company has no plans to expand

them.

WMECO contributes about 8% of NU's total revenues and assets. WMECQ is a transmission and distribution
utility delivering electricity to about 205,000 customers in Massachusetts and has an 'excellent’ business risk profile.
The customer base is mostly residential and commercial with these customers contributing 85% of revenues and
77% of sales in 2009. The customer base is relatively small and has demonstrated only modest growth. The
regulatory environment incorporates elements that are supportive of credit quality such as the ability to recover fuel
and transmission costs on a timely basis. On July 16, 2010, WMECO filed a request with the Massachusetts
Department of Public Utilities (MDPU) for an increase in the distribution rates by $28.0 million, reflecting the need
to recover investment in infrastructure. WMECO has also requested the adoption of a revenue decoupling
mecbanism and expects the new rates to go into effect from Feb. 1, 2011. Currently, WMECO is operating under a
settlement agreement which provided for a $1 million base rate increase in January 2007 and a $3 million base rate
increase in January 2008. The settlement agreement aflows WMECO to retain 50% of earnings above a 12% ROE
and absorb 50% of earnings below an 8% ROE.

NU's consolidated financial profile is aggressive. Adjusted funds from operations (FFO) for the 12 months ended
March 31, 2010, were $823.3 million, while adjusted total debt was $5.72 billion, leading to adjusted FFO to
interest coverage of 4x and adjusted FFO to total debt of 14.4%. Given the large capital spending program of about
$6.35 billion during the next five years which will only be partly internally funded, credit protection measures,
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including debt to capital, will remain aggressive. Adjusted total debt to total capital was 60.8% as of March 31,
2010.

Short-term credit factors

WMECOQ's liquidity is viewed on a consolidated basis with that of parent NU. NU's liquidity is 'adequate' under
Standard & Poor's corporate liquidity methodology, which describes a company's liquidity in five standard
categories. NU's 'adequate’ liquidity supports its 'BBB' corporate credit rating. Projected sources of liquidity, mainly
operating cash flow and available bank lines, cover projected uses, mainly necessary capital expenditures, debt
maturities, and comumou dividends, by over 1.2 times. NU's ability to absorb high-impact, low-probability events
with a limited need for refinancing, its flexibility to lower capital spending, its sound bank relationships, its solid
standing in the credit markets, and prudent risk management further support our description of liquidity as
'adequate’.

NU has a $482.3 million revolving credit facility maturing in November 2010 and which had $332.4 million
undrawn as of March 31, 2010. The subsidiaries have a combined $361.8 million revolving credit facility maturing
in November 2010, and had the entire amounts available as of March 31, 2010, subject to each individual
company's borrowing limit. NU is currently in the process of renewing the existing revolving credit facilities. Debt
maturities are modest and total about $66.3 million in 2010 and $4.3 million in 2011, enhancing financial
flexibility. In addition, NU had about $30 million of cash on hand.

Outlook
The stable outlook on WMECO reffects the outlook of its parent, NU. The stable outlook on NU reflects the

company's low-operating risk regulated transmission and distribution operations that are expected to coatinue to
dominate the consolidated business risk profile. In addition, the stable outlook reflects the recent rate case decisions
which should provide a measure of support to the consolidated financial profile. As a result, Standard & Poor's base
case projections for NU on a consolidated basis incorporate an 'aggressive' financial profile such that adjusted FFO
interest coverage is at least 3.0x, adjusted FFO to total debt exceeds 12% and adjusted debt leverage does not
exceed 65%. Absent the ability to consistently demonstrate such credit metrics, credit quality will erode and the
ratings will be lowered. Given the large capita! spending program, the still weak local economies in the service
territories and aggressive financial risk profile, a higher rating for NU and its subsidiaries is currently not under

consideration.

Accounting
NU's financial statements are in accordance with U.S, GAAP and are audited by Deloitte & Touche, which has

issued unqualified opinions on the company's financial statements and internal controls for 2009.

NU issued rate reduction bonds (RRBs) in 2001 which Standard & Poor's views as securitized debt, and adjusts the
year-end 2009 financial statements by removing:

o $442.4 million of securitized debt from total reported debt,
e $244.1 million of securitization-related principal from revenues and depreciation, and

o $36.5 million of securitization-related interest expense from revenues and interest expense.

In addition, Standard & Poor's adjusts NU's financial statements for certain off-balance-sheet obligations. For fiscal
2009, Standard & Poor's adds $686.5 million as a debt-like obligation for the pension and other post-retirement
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funding shortfall, $52.7 million relating to operating leases, $38.6 million relating to PPAs, $32.9 million to account
for asset-retirement obligations, and $83.8 million in accrued interest not reported as debt. These figures represent
about 16% of the NU's adjusted total debt.

Standard & Poor's views NU's $116.2 million of non-redeemable preferred stock as of Dec. 31, 2009, as having
intermediate equity coutent, ascribing 50% of each amount to debt and the remaining 50% to equity for ratio

computation purposes. The associated distributions are similarly treated as 50% interest and 50% dividends.

Related Criteria And Research

e Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2009.
e Corporate Criteria: Analytical Methodology, published April 15, 2008,

Table 1.

Industry Sector: Energy

Northeast Utilities NSTAR Consolidated Edison Inc. CH Energy Group Inc.

Rating as of July 26, 2010 BBB/Stable/-- A+/Stable/A-1  A-/Stable/A-2 --1-
--Average of past three fiscal years—-

{Mil. $)
Revenues 53929 3,037.7 13,2450 1.153.7
Net income from cont. oper. 2826 234.4 908.7 374
Funds from operations (FFO) B637.1 h33.2 1,635.7 107.5
Capital expenditures 1,080.3 393.8 2,148.9 8997
Cash and short-term investments 92.7 B66.5 181.3 36.0
Debt 5,128.0 3,06b.6 12.424.2 h90.2
Preferred stock 58.1 215 106.5 21.0
Equity 377288 1.809.7 9,591.9 549.1
Debt and equity ,356.7 4.865.3 22,015.7 1,139.4
Adjusted ratios
EBIT interest covarage (x) 2.7 3.6 3.1 39
FFO int. cov. (X} 36 4.3 36 45
FFO/debt (%} 12.4 17.5 13.2 18.2
Discretionary cash flow/debt (%) (15.8) {3.2) {8.9} (6.6}
Met cash flow / capex (%) 46.3 975 483 733
Total debt/debt plus equity (%) 61.4 62.8 h6.4 51.8
Return on common equity (%} 8.1 13.3 95 71
Common dividand payout ratic (un-adj.) (%) 433 £5.1 69.2 91.8

*Fully adjusted (inciuding posiretirement obligations).
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--Fiscal year ended Dec. 31--

2009 2008 2007 2006 2005
Rating history BBB/Stabie/~ BBB/Stable/~ BBB/Stable/-- BBB/Stable/—~ BBB/Stable/-
{Mil. $)
Hevenues 5,158.8 55189 5,500.9 6,621.9 713316
Net income from continuing operations 3356 260.8 7515 1317 (229.2)
Funds from operations {FFO} B45.0 560.4 506.0 27.2 346.5
Capital expenditures 902.2 1,237.6 1,101.0 B33.3 7989
Cash and short-term investments 93.2 168.3 151 4819 45.8
Debt h,612.0 5,738.4 4,033.5 3,362.2 3,649.2
Preferred stock 58.1 58.1 58.1 116.2 116.2
Equity 3,636.0 3,0/8.4 29119 29144 2,079.7
Debt and equity 9,248.0 8.816.8 70054 6,276.6 5,729.0
Adjusted ratios
EBIT interest coverage {x) 3.1 23 26 1.5 1.6
FFO int. cov. {x) 4.2 31 33 12 26
FFO/debt {%) 15.1 9.8 12.5 0.8 95
Discretionary cash flow/debt (%) {5.4} {(16.1) (79.8) (17.9) {16.2)
Net Cash Flow / Capex (%) 753 35.1 352 (9.6} 324
Debt/debt and equity (%) 60.7 6h.1 576 536 63.7
Return on common equity (%) 95 7.0 186 4.0 {10.6}
Common dividend payout ratio (un-adj.} (%) 49.3 505 479 8h.2 (38.2}

*Fully adjusted (including postretirement obligations).

Table 3.

Wi Sandard & Poors A

--Fiscal year ended Dec. 31, 2009

Northeast Utilities reported amounts

Operating Operating Operating
income income

income

Cash flow Cash flow

Shareholders’ (before {before {after Interest from from Dividends Capital

Debt equity Revenues D&A) D&A) D&A) expense operations operations paid expenditures
Reported 5,102.0 3.694.1 5,439.4 1,292.2 1,292.2 514 2736 989.1 983.1 167.9 908.1
Standard & Poor's adjustments
Operating 52.7 - - 206 33 13 1.3 17.3 173 - -
leases
Intarmediate 58.1 (58.1) - - - - 28 (2.8} (2.8) (2.8) -
hybrids
reported as
equily
Postretirement  686.5 - - 215 215 715 - 101 10.1 - -
henafit
obligations
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Capitalized
interest

Share-based
compensation
BXpENse

88

Securitized
utifity cost
recovery

(442.4}

280.6}

(280.6)

(280.6}

(36.5} (36.5)

Power purchase
agreements

3856

20

2.0

20 20

Asset
retirement
obligations

329

3.3

3.3

33 33

Reclassification
of nonoperating
incoma
{expenses)

378 -

Reclassification
of
working-capital
cash flow
changes

81.8

Total
adjustments

510.0

{b8.1)

(280.6)

(2272

[235.7)

37.4 19.2)

(226.0)

(144.2)

(2.8}

{5.9)

Standard & Poor’s adjusted amounts

Deht

Equity

Revenues

Operating
income
{hefore

D&A)

EBITDA

Interest
EBIT expense

Cash flow
from
operations

Funds
from
aperations

Dividends
paid

Capital
expendifures

Adjusted

5812.0

3,636.0

5,158.8

1,065.0

1,086.6

788.8 2544

763.1

8450

166.2

902.2

*Northeast Utilitias raparted amounts shown are taken from the company’s financial statements but might includs adjustments made by data providers or reclassifications made by
Standard & Poor's analysts. Please nate that two reported amounts {operating income before D&A and cash flow from operetions) are used to derive more than one Standard &
Poor's-adjusted amount (operating incoma bafore D&A and EBITDA, and cash fiew from operations and funds from operations, respectively). Consequentiy, the first section in some tables
may faature duplicate descriptions and amounts.

Meet Vora of Standard 8 Poar's/CRISIL contributed to this article.

Western Massachusetts Electric Co.

Corporate Credit Rating BBB/Stable/NR
Senior Unsecured (6 lssues) BBB

Corporate Credit Ratings History

31-May-2005 BBB/Stable/NR
14-Apr-2004 BBB+/Negative/NR
08-Nov-2001 BBB+/Stable/NR
Business Risk Profile Excellent
Financial Risk Profile Aggressive
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Related Entities
Connecticut Light 8 Power Co.

Issuer Cradit Rating
Preferred Stock (8 {ssues)
Senior Secured (18 issuas)
Senior Unsecured {5 Issues)
Mortheast Utilities
tssuer Credit Rating

Foreign Currency

Lacal Currency
Senior Unsecured (3 Issues)
Public Service Co. of New Hampshire
Issuer Credit Rating
Senior Secured {2 Issues)
Senior Secured {5 issues)
Senior Unsecured {4 issues)
Senior Unsecured {1 {ssue)
Senior Unsecured {1 Issue}
Yanlee Gas Services Co.
[ssuer Credit Rating
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BBB/Stabie/NR
BB+

BBB+

BBB

BBB/Stable/--
BBB/Stable/NR
BBB-

BBB/Stable/--
BBB

BBB+
A/Developing
AAA

BBB

BBB/Stable/--

*(Jnless otherwise noted, all ratings in this report are global scale ratings. Standard & Poor's credit ratings on the global scale are comparabla across countries. Standard

& Poor's credit ratings on a national scale are relative to obfigors or obligations within that specific country.
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Summary:

Western Massachusetts Electric Co.

Credit Rating:  BBB/Watch Pos/NR

Rationale

The ratings on Western Massachusetts Electric Company (WMECQ) are on CreditWatch with positive implications
as a result of parent company's, Northeast Utilities (NU), plan to merge with NSTAR. The ratings on NU are also
on CreditWatch with positive implications. The CreditWatch listing reflects the company's credit quality that will
benefit from the merger with the higher rated NSTAR. Because NSTAR is also focused on electric and gas
transmission and distribution operations, we expect the combined entity to have an excellent business risk profile. In
addition, the merger will provide regulatory diversity, with the combined entity generating about 70% of operating
income from Massachusetts, Connecticut, and New Hampshire while the balance wilt be FERC-regulated. Finally,
the transaction is expected to be completed in an all stock manner without the need for additional external debt

financing which could weaken the pro forma financial risk profile.

The ratings on WMECO reflect the consolidated credit profile of NU. NU's business risk profile is excellent and
reflects primarily the low-operating-risk nature of its regulated utility subsidiaries and the increasing contribution of
its transmission investments. Unregulated operations are not material to the consolidated credit profile and the

company has no plans to expand them.

WMECO contributes about 8% of NU's total revenues and assets. WMECO is a transmission and distribution
utility delivering electricity to about 205,000 customers in Massachusetts and has an ‘excellent’ business risk profile.
The customer base is mostly residential and commercial with these customers contributing 85% of revenues and
77% of sales in 2009, The customer base is relatively small and has demonstrated only modest growth. The
regulatory environment incorporates elements that are supportive of credit quality such as the ability to recover fuel
and transmission costs on a timely basis. On July 16, 2010, WMECO filed a request with the Massachusetts
Department of Public Utilities (MDPU} for an increase in the distribution rates by $28.4 million based on a 10.5%
allowed ROE, reflecting the need to recover investment in infrastructure. WMECO has also requested the adoption
of a revenue decoupling mechanism and expects the new rates to go into effect from Feb. 1, 2011. Currently,
WMECO is operating under a settlement agreement which provided for a $1 million base rate increase in January
2007 and a $3 million base rate increase in January 2008 and under which the company is not earning its curreatly
allowed ROFE. The settlement agreement allows WMECO to retain 50% of earnings above a 12% ROE and ahsorb
50% of earnings below an 8% ROE.

NU's consolidated financial profile is aggressive. Adjusted funds from operations (FFO) for the 12 months ended
June 30, 2010, were $783.3 million, while adjusted total debt was $5.82 billion, leading to adjusted FFO to interest
coverage of 3.8x and adjusted FFO to total debt of 13.5%. Given the large capital spending program of about $6.35
billion during the next five years which will only be partly internally funded, credit protection measures, including
debt to capital, will remain aggressive. Adjusted total debt to total capital was 61% as of June 30, 2010. Credit
protection measures have weakened modestly for 12 months ended June 30, 2010 compared with the same period
ended Dec. 31, 2009, while still remaining adequate for the ratings, given the company's overall excellent business
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risk profile.

Short-term credit factors

WMECO's liquidity is viewed on a consolidated basis with that of parent NU. NU's liquidity is adequate under
Standard & Poor's corparate liquidity methodology, which describes a company's liguidity in five standard
categories. NU's liquidity supports its 'BBB' corporate credit rating. Projected sources of liquidity, mainly operating
cash flow and available bank lines, cover projected uses, mainly necessary capital expenditures, debt maturities, and
common dividends, by over 1.2x. NU's ability to absorb high-impact, low-probability events with a limited need for

“refinancing, its flexibility to lower capital spending, its sound hank relationships, its solid standing in the credit

markets, and prudent risk management further support our desciiption of liquidity as adequate.

NU has a $500 million revolving credit facility maturing in September 2013. As of June 30, 2010, $300 million was
available under the facility after accounting for horrowings and outstanding letters of credit. The subsidiaries have a
combined $400 million revolving credit facility maturing in September 2013 which was fully available as of June 30,
2010. Debt maturities are modest and total about $66.3 million in 2010 and $4.3 million in 2011, enhancing
financial flexibility. In addition, NU had about $89 million of cash on hand as of June 30, 2010.

CreditWatch

Standard & Poor's expects to resolve the CreditWatch listing on NU and its subsidiaries as the merger with NSTAR
nears completion (expected to be in late 2011) and there is additional information regarding the combined

company's financial policies, which in turn will dictate the consolidated financial risk profile.

Meet Vora of Standard & Poor's/CRISIL contributed to this article,

Related Criteria And Research

e Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2009,
e Corporate Criteria: Analytical Methodology, published April 15, 2008.
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Major Rating Factors
Strengths:

o Low-operating-risk electric transmission and distribution operations

dominate the consolidated business risk profile;

a Material contrihution from transmission investments that is
FERC-regulated;

e Minimal competition; and

e Qperating and regulatory diversity with operations in three states and
combination of electric distribution and transmission operations,

Weaknesses:

¢ Regulated utilities are challenged to earn allowed return on equity;

¢ New Hampshire electric operations are integrated although customers can select alternative providers;
e Large proposed capital spending program; and

o Agpressive consolidated financial profile.

Rationale

The ratings on Connecticut Light & Power Co. {CL&P) reflect the consolidated credit profile of its parent,
Northeast Utilities (NU). NU's business risk profile is ‘excellent' and reflects primarily the low-operating-risk nature
of its regulated utility subsidiaries and the increasing contribution of its transmission investments. Un-regulated

operations are not material to the consolidated credit profile and the company has no plans to expand them.

CL&:P is NU's fargest operating subsidiary, contributing about 60% of revenues and assets, and delivering electricity
to about 1.2 million customers in Connecticut. CL&P has au ‘excellent' husiness risk profile. The customer base is
mostly residential and commercial with these customers contributing 81% of revenues and 76% of sales in 2009.
While the customer base is large, it has demonstrated little meaningful growth. The regulatory environment
incorporates elements that are supportive of credit quality such as the ability to recover fuel costs on a timnely basis.
However, CL8.P has been challenged to earn its allowed return on equity (ROE) of 9.4%. On June 30, 2010, the
Connecticut Department of Public Utility Control (DPUC) issued its final decision in CL&P's distribution rate case,
filed by the company in early 2010. The decision provides for a base rate increase of $63.4 million in the first year
{compared to a requested increase of $129 million) and an additional increase of $38.5 wmillion in the second year
{compared to a requested increase of $41.4 million), reflecting an allowed ROE of 9.4% (compared with a requested
ROE of 10.5%). Furthermore, as proposed by the company, the base rate increase will take effect on Jan. 1, 2011,
coinciding with the elimination of a competitive transition charge. The rate increase approved by the DPUC will
effectively allow CL&P to collect a two-year revenue requirement of $111.1 million over 18 months beginning Jan.
1, 2011 and ending June 30, 2012, including the deferred amounts as of July 2010. The final rate case decision did

not approve the comnpany's request for establishing a revenue decoupling mechanism or a pension tracking proposal.

In addition to investing in regulated utility rate base, CL&P has also been pursuing various transmission projects,
including the completion of four different projects from 2005 to 2008 at a total cost of abour $1.6 billion. As part
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of the transmission investment strategy, CL&P is pursuing the construction of three new transmission projects under
the New England East West Sofutions umbrella. Of these, the Greater Springfield Reliability Project is the furthest
along, with construction expected to commence in late-2010 and an in-service date of 2013 at a total cost of about
$714 million, for both CL&P and affiliate Western Massachnsetts Electric Company (WMECO),

NU's consolidated financial profile is aggressive. Adjusted fnnds from operations (FFO) for the 12 months ended
March 31, 2010, were $823.3 million, while adjusted total debt was $5.72 billion, leading to adjusted FFO to
interest coverapge of 4x and adjusted FFO to total debt of 14.4%. Given the large capital spending program of about
$6.35 billion during the next five years which will only be partly internally funded, credit protection measures,
including debt to capital, will remain aggressive. Adjusted total debt to total capital was 60.8% as of March 31,
2010.

Short-term credit factors

CL&P's liquidity is viewed on a consolidated basis with that of parent NU. NU's liguidity is 'adequate’ under
Standard & Poor's corporate liquidity methodology, which describes a company’s liquidity in five standard
categories. NU's 'adequate’ liquidity supports its '"BBB’ corporate credit rating. Projected sources of liquidity, mainly
operating cash flow and available bank lines, cover projected uses, mainly necessary capital expenditnres, debt
maturities, and common dividends, by over 1.2 times. NU's ability to absorb high-impact, low-probability events
with a [imited need for refinancing, its flexibility to lower capital spending, its sound bank relationships, its solid
standing in the credit markets, and prudent risk management further support our description of fiquidity as
'adequate'.

NU has a $482.3 million revolving credit facility maturing in November 2010 and which had $332.4 million
undrawn as of March 31, 2010. The subsidiaries have a combined $361.8 million revolving credit facility maturing
in November 2010, and had the entire amounts available as of March 31, 2010, subject to each individual
company's borrowing limit. NU is currently in the process of renewing the existing revolving credit facilities. Debt
maturities are modest and total about $66.3 million in 2010 and $4.3 million in 2011, enhancing financial
flexibility. In addition, NU had about $30 million of cash on hand.

Outlook
The stable outlook on CL&P reflects the outlook of its parent, NU. The stable outlook on NU reflects the

company's low-operating risk regulated transmission and distribution operations that are expected to continue to
dominate the consolidated business risk profile. In addition, the stable outlook reflects the recent rate case decisions
which should provide a measure of support to the consolidated financial profile. As a result, Standard & Poor's base
case projections for NU on a consolidated basis incorporate an "aggressive' financial profile such that adjusted FFO
interest coverage is at least 3.0x, adjusted FFO to total debt exceeds 12% and adjusted debt leverage does not
exceed 65%. Absent the ability to consistently demonstrate such credit metrics, credit quality will erode and the
ratings will be lowered. Given the large capital spending program, the still weak local economies in the service
territories and aggressive financial risk profile, a higher rating for NU and its snbsidiaries is currently not under

consideration,

Accounting
NU's financial statements are in accordance with U.S. GAAP and are audited by Deloitte & Touche, which has

issued unqualified opinions on the company's financial statements and internal controls for 2009.
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NU issued rate reduction bonds (RRBs) in 2001 which Standard 8 Poor's views as securitized debt, and adjusts the
year-end 2009 financial statements by removing:

e $442.4 wmillion of securitized debt from total reported debt,
s $244.1 million of securitization-related principal from revenues and depreciation, and

¢ $36.5 million of securitization-refated interest expense from revenues and interest expense.

In addition, Standard & Poor's adjusts NU's financial statements for certain off-balance-sheet obligations. For fiscal
2009, Standard & Poor's adds $686.5 million as a debt-like obligation for the pension and other post-retirement
funding shortfall, $52.7 million relating to operating leases, $38.6 million relating to PPAs, $32.9 million to account
for asset-retirement obligations, and $83.8 million in accrued interest not reported as debt. These figures represent
about 16% of the NU's adjusted total debt.

Standard & Poor's views NU's $116.2 million of non-redeemable preferred stock as of Dec. 31, 2009, as having
intermediate equity content, ascribing 50% of each amount to debt and the remaining 50% to equity for ratio
computation purposes. The associated distributions are similarly treated as 50% interest and 50% dividends.

Related Criteria And Research

e Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2009,
e Corporate Criteria: Analytical Methodology, published April 15, 2008,

Table 1.

Industry Sector: Energy

Northeast Utilities NSTAR Consolidated Edison Inc. CH Energy Group Inc.

Rating as of July 26, 2010 BBB/Stable/-- At/Stable/A-1  A-/Stable/A-2 -1~
~-Average of past three fiscal years--
{Mil. $}
Revenues 53929 3,037.7 13,245.0 1,183.7
Net income frem cont. oper. 2828 234.4 q08.7 374
Funds from operations (FFO) 637.1 5337 18307 1075
Capital expenditures 1,080.3 3938 2,489 99.7
Cash and short-term investments 92.2 86.5 181.3 36.0
Debt 5,128.0 3,065.6 12,424.2 590.2
Preferred stock 58.1 215 106.5 210
Equity 3,228.8 1,809.7 9,591.9 5491
Debt and eqguity B,356.7 4,865.3 22,016.2 1,139.4
Adjusted ratios
EBIT interest coverage (x} 2 36 a1 39
FFO int. cov. (X} 35 43 36 45
FFO/debt {%) 1z24 175 13.2 18.2
Discretionary cash flow/debt {%} i15.8) (3.2) (8.9 {6.6)
Net cash flow / capex {%) 46.3 975 48.3 73.3
Tata! debt/debt plus equity (%} 61.4 62.8 50.4 51.8
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Table 1.

Retum on cuoneqiy()
Common dividend payout ratie {un-adj.) {%} 493 65.1 £69.2 918
*Fully adjusted (including postretirernent obligations).

Tahle 2

Industry Sector: Energy

--Fiscal year ended Dec. 31--

2009 2008 2007 2006 2005
Rating history BBB/Stable/~ BBB/Stable/~ BBEB/Stabls/-- BBB/Stable/-- BBB/Stabie/-
(M. $) '
Revenues 5,158.8 50189 5,500.9 6,621.9 71336
Net income from continuing operations 3358 260.8 15 131.7 (779.2}
Funds from operations (FFO} 845.0 560.4 506.0 272 346.5
Capital expenditures 902.2 1,2376 1101.0 B893.3 798.9
Cash and short-term investments 93.2 168.3 151 481.9 458
Debt 5,612.0 5,738.4 4,033.5 3,362.2 3,649.7
Preferred stock ha.1 581 b8.1 116.2 116.2
Equity 3,636.0 30784 29719 79144 2,0719.7
Debt and equity 9,248.0 8,816.8 7,005.4 6,276.6 5,729.0
Adjusted ratios
EBIT interest coverage (x) 31 2.3 26 1.5 1.6
FFO int, cov. (%) 4.2 31 33 1.2 25
FFO/debt (%) 15.1 98 12.5 0.8 95
Discretionary cash flow/debt {%) {5.4) {16.1} (29.8} {(17.9} (16.2)
Net Cash Flow / Capex (%) 75.3 35.1 an.2 {9.6} 32.4
Debt/debt and equity (%} 60.7 £5.1 57.6 03.6 63.7
Return an comman equity (%} 9.5 70 16 40 {10.6}
Common dividend payout ratic {un-adj.} {%} 49.3 50.5 479 85.2 {38.2)
*Fully adjusted {including postretirement obligations).

Table 3.

--Fiscal year ended Dec. 31, 2009--

Northeast Utilities reported amounts

Operating Operating Operating

income income income Cash flow Cash flow
Shareholders’ {hefore {befare (after Interest from from Dividends Capital

Debt equity Revenues D&A) DA} D&A) expense operations operations paid expenditeres
Reported 5,102.0 3,694.1 5,439.4 12922 1,292.7 514 7736 989.1 989.1 167.9 908.1
Standard & Poor's adjustments
Operating 52.7 - - 20.6 3.3 3.3 33 17.3 17.3 -
leases
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Reconclition 0f Northeasi

Intermediate
hybrids
reported as
equity

58.1

28
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(2.8)

(2.8)

Postretirernent
benefit
ohligations

6686.5

215

15

275

10.1

101

Accrued
interest not
included in
reported debt

84.8

Capitalized
interest

{5.9)

Share-based
cornpensation
EXpEnse

B8

Securitized
utility cost
recovery

(#42.4)

(280.6)

i280.6)

(280.6)

(36.5)

{36.5)

(244.1)

Power purchase
agreements

38.6

20

20

20

20

Asset
retirement
obligations

329

3.3

3.3

3.3

33

(0.7)

Reclassification
of nonoperating
income
(expenses)

378

Reclassification
of
working-capital
cash flow
changes

81.8

Total
adjustments

510.0

{58.1)

(280.6)

{221.2)

{235.7)

37.4

{19.2)

(226.0)

(144.2)

{2.8)

(5.9)

Standard & Poor's adjusted amounts

Deht

Equity

Revenues

Operating
income
{before

D&A)

EBITDA

EBIT

Interest
sxXpense

Cash flow
from
operations

Funds
from
operations

Dividends
paid

Capital

expendifures

Adjusted

56120

3,636.0

5,158.8

1,065.0

1,066.6

788.8

254.4

763.1

B45.0

165.2

902.2

*Northeast Utilities reported amounts shown are taken from the company’s financial statements but might inchsde adjustments made by data providers or reclassifications made by
Standard & Poor's analysts. Please note that two reported amounts {operating income before D&A and cash flow from operations) are used to derive more than one Standard &

Poor's-adjusted amount {operating income before D&A and FBITDA, and cash flow from operations and funds from operations, respectively). Consequently, the first section in some tables
may feature duplicate descriptions and amounts.

Meet Vora of Standard & Poor's/CRISIL contributed to this article.

Connecticut Light & Power Co.

Corporate Credit Rating
Preferred Stock {8 Issues)

Senior Secured (18 Issues)
Senior Unsecured {5 Issues)

BBB/Stable/NR

BB+
BBB+
BBB
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BBB/Stable/NR
BBB+/Negative/NR
BEE+/Stable/NR

Businass Risk Profile

Financial Risk Profile

Related Entities
Mortheast Utilities
|ssuer Credit Rating
Foreign Currency
Local Currency
Senior Unsecured (3 Issues)
Public Service Co. of New Hampshire
Issuer Credit Rating
Senior Securad (2 Issues)
Senior Secured (5 Issuss)
Senior Unsecured {4 Issues}
Senior Unsecured (1 Issue)
Senior Unsecured {1 Issug)
Western Massachusetis Electric Co.
Issuer Credit Rating
Senior Unsecured (6 lssues)
Yankee Gas Services Co.
|ssuer Credit Rating

BBB/Stable/—
BBB/Stable/NR

BBB/Stable/-

A/Developing

BBB/Stable/NR

BBB/Stable/-

*Unless otherwise noted, all ratings in this report are global scale ratings. Standand & Poor's credit ratings on the global scale are comparable across countries. Standard

& Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country.
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Connecticut Light & Power Co.

Credit Rating:  BBB/Watch Pos/NR

Rationale

The ratiugs on Connecticut Light & Power Co. (CL&P) are on CreditWatch with positive implications as a result of
parent company's, Northeast Utilities (NU), plan to merge with NSTAR. The ratings on NU are also on
CreditWatch with positive implications. The positive CreditWatch listing on NU reflects that the company's credit
quality will benefit from the merger with the higher rated NSTAR. Because NSTAR is also focused on electric and
pas transmission and distribution operations, we expect the combined entity to have an excellent business risk
profile. In addition, the merger will provide regulatory diversity, with the combined entity generating about 70% of
operating income from Massachusetts, Connecticut, and New Hampshire while the balance will be FERC-regulated.
Finally, the transaction is expected to be completed in an all stock manner without the need for additional external

debt financing which could weaken the pro forma financial risk profile.

The ratings on CL&P reflect the consolidated credit profile of its parent, Northeast Utilities (NU)., NU's business
risk profile is 'excellent' and reflects primarily the low-operating-risk nature of its regulated utility subsidiaries and
the increasing contribution of its transmission investments. Un-regulated operations are not material to the
consolidated credit profile and the company has no plans to expand them.

CL&P is NU's largest operating suhsidiary, contributing about 60% of revenues and assets, and delivering electricity
to about 1.2 million customers in Connecticut. CL&P has an 'excellent’ business risk profile. The customer base is
mostly residential and commercial with these customers contributing 81% of revenues and 76% of sales in 2009,
While the customer base is large, it has demonstrated little meaningful growth. The regulatory environment
incorporates elements that are supportive of credit quality such as the ability to recover fuel costs on a timely basis.
However, CL&P has been challenged to earn its allowed return on equity (ROE) of 9.4%. On June 30, 2010, the
Connecticut Department of Public Utility Control (DPUC) issued its final decision in CL&P's distribution rate case,
filed by the company in early 2010. The decision provides for a base rate increase of $63.4 million in the first year
(compared to a reqnested increase of $129 million} and an additional increase of $38.5 million in the second year
{(compared to a requested increase of $41.4 million), reflecting an allowed ROE of 9.4% (compared with a requested
ROE of 10.5%). Furthermore, as proposed by the company, the base rate increase will take effect on Jan. 1, 2011,
coinciding with the elimination of a competitive transition charge. The rate increase approved by the DPUC will
effectively aflow CL&P to collect a two-year revenue requirement of $111.1 million over 18 months beginning Jan.
1, 2011 and ending June 30, 2012, including the deferred amounts as of July 2010. The final rate case decision did

not approve the company's request for establishing a revenue decoupling mechanism or a pension tracking proposal.

In addition to investing in regulated utility rate base, CL&P has also been pursuing various transmission projects,
including the completion of four different projects from 2005 to 2008 at a total cost of about $1.6 billion. As part
of the transmission investment strategy, CL&P is pursuing the construction of three new transmission projects under
the New England East West Solutions wnbrella. Of these, the Greater Springfield Reliability Project is the furthest

along, with construction expected to commence in late-2010 and an in-service date of 2013 at a total cost of about
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$714 million, for both CL&®P and affiliate Western Massachusetts Electric Company (WMECO).

NU's consolidated financial profile is aggressive. Adjusted funds from operations (FFO) for the 12 months ended
June 30, 2010, were $783.3 million, while adjusted total debt was $5.82 billion, leading to adjusted FFO to interest
coverage of 3.8x and adjusted FEO to total debt of 13.5%. Given the large capital spending program of about $6.35
billion during the next five years which will only be partly internally funded, credit protection measures, including
debt to capital, will remain aggressive. Adjusted total debt to total capital was 61% as of June 30, 2010. Credit
protection measures have weakened modestly for twelve months ending June 30, 2010 compared to December 31,

2009, while still remaining adequate for the ratings, given the company's overall excellent business risk profile.

Short-term credit factors

CL&P's liquidity is viewed on a consolidated basis with that of parent NU. NU's liquidity is 'adequate’ under
Standard & Poor's corporate liquidity methodology, which describes a company's liquidity in five standard
categories. NU's ‘adequate’ liquidity supports its 'BBB' corporate credit rating. Projected sources of liquidity, mainly
operating cash flow and available bank fines, cover projected uses, mainly necessary capital expenditures, debt
maturities, and common dividends, by over 1.2 times. NU's ability to absorb high-impact, low-probability events
with a limited need for refinancing, its flexibility to lower capital spending, its sound bank refationships, its solid
standing in the credit markets, and prudent risk management further support our description of liquidity as

"adequate’.

NU has a $500 million revolving credit facility maturing in September 2013. As of June 30, 2010, $300 million was
available under the facility after accounting for borrowings and outstanding letters of credit. The subsidiaries have a
combined $400 million revolving credit facility maturing in September 2013 which was fully available as of June 30,
2010, Debt maturities are modest and total about $66.3 milfion in 2010 and $4.3 million in 2011, enhancing
financial flexibility. In addition, NU had about $89 million of cash on hand as of June 30, 2010.

CreditWatch

Standard & Poor’s expects to resolve the CreditWatch listing on NU and its subsidiaries as the merger with NSTAR
nears completion (expected to be in fate 2011) and there is additional information regarding the combined

company's financial policies, which in turn will dictate the consolidated financial risk profile.

Meet Vora of Standard & Poor's/CRISIL contributed to this article.

Related Criteria And Research

s Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2009.
o Corporate Criteria: Analytical Methodology, published April 15, 2008.
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Yankee Gas Services Co.

Major Rating Factors
Strengths:

e Low-operating-risk electric transmission and distribution operations
dominate the consolidated business risk profile;

e Material contribution from transmission investments that is
FERC-regulated;

e Minimal competition; and

e Operating and regulatory diversity with operations in three states and
combination of electric distribution and transmission operations.

Weaknesses:

o Regulated utilities are challenged to earn their allowed return on equity;

» New Hampshire electric operations are integrated although customers can select alternative providers;
e Large proposed capital spending program; and

e Aggressive consolidated financial prolile.

Rationale

The ratings on Yankee Gas Services Co. {Yankee Gas) reflect the consolidated credit profile of its parent, Northeast
Utilities (NU). NU's business risk profile is 'excellent' and reflects primarily the low-operating-risk nature of its
regulated utility subsidiaries and the increasing contribution of its transmission investments. Un-regulated operations

are not material to the consolidated credit profile and the compauy has no plans to expand them.

Yankee Gas contributes about 10% of NU's total revenues and assets. Yankee Gas is a gas distribution utility
delivering natural gas to about 205,000 customers in Connecticut and bas an 'excellent’ business risk profile. The
customer base is mostly residential and commercial with these customers contributing 79% of revenues and 65% of
sales. The customer base is relatively small and has demonstrated only modest growth. Yankee Gas reached a
settlement agreement witb the Department of Public Utility and Control in Connecticut (DPUC) in 2007 that
provided for a $22.1 million base rate increase and a 10.1% return on equity (ROE). The settlement also provided
for an earnings cap such that all earnings above the cap are refunded to customers. Importantly, gas costs are
recovered on a monthly basis. Yankee Gas is likely to file for a new base rate increase by 2011 in order to address
the low earned ROE. In January 2010, the DPUC approved Yankee Gas' request to sell its remaining propane plants
which were used to meet demand during peak periods. In order to cover the shortfall, Yankee Gas commenced the
construction of a 16-mile gas pipeline between Waterbury and Wallingford, Connecticut (WWL Project) and to also
increase of the vaporization output of its existing LNG pfant. These projects are estimated to cost about $67 million.

NU's consolidated financial profile is aggressive. Adjusted funds from operations (FFO) for the 12 months ended
March 31, 2010, were $823.3 million, while adjusted total debt was $5.72 billion, leading to adjusted FFO to
interest coverage of 4x and adjusted FFO to total debt of 14.4%. Given the large capital spending program of about
$6.35 billion during the next five years which will only be partly internally funded, credit protection measures,
including debt to capital, will remain aggressive. Adjusted total debt to total capital was 60.8% as of March 31,
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2010,

Short-term credit factors

Yankee Gas' liquidity is viewed on a consolidated basis with that of parent NU. NU's liquidity is 'adequate' under
Standard & Poor's corporate liquidity methodology, which describes a company’s liquidity in five standard
categories. NU's 'adequate’ liquidity supports its 'BBB' corporate credit rating. Projected sources of liquidity, mainly
operating cash flow and available bank lines, cover projected uses, mainly necessary capital expenditures, debt
maturities, and common dividends, by over 1.2 times. NU's ability to absorh high-impact, low-probability events
with a limited need for refinancing, its flexibility to lower capital spending, its sound bank relationships, its solid
standing in the credit markets, and prudent risk management further support our description of liquidity as
‘adequate’,

NU has a $482.3 million revolving credit facility maturing in November 2010 and which had $332.4 million
undrawn as of March 31, 2010. The subsidiaries have a combined $361.8 million revolving credit facility maturing
in November 2010, and had the entire amounts available as of March 31, 2010, subject to each individual
company's borrowing limit. NU is currently in the process of renewing the existing revolving credit facilities. Debt
maturities are modest and total about $66.3 million in 2010 and $4.3 million in 2011, enhancing financial
flexibility. In addition, NU had about $30 million of cash on hand.

QOutlook

The stable outlook on Yankee Gas reflects the outlook of its parent, NU. The stable outlook on NU reflects the
company's low-operating risk regulated transmission and distribution operations that are expected to continue to
dominate the consolidated business risk profile. In addition, the stable outlook reflects the recent rate case decisions
which should provide a measure of support to the consolidated financial profile. As a result, Standard 8 Poor's base
case projections for NU on a consolidated basis incorporate an 'aggressive' financial profile such that adjusted FFO
interest coverage is at least 3.0x, adjusted FFO to total debt exceeds 12% and adjusted debt leverage does uot
exceed 65%. Absent the ability to consistently demonstrate such credit metrics, credit quality will erode and the
ratings will be lowered. Given the large capital spending program, the still weak local economies in the service
territories and aggressive financial risk profile, a higher rating for NU and its subsidiaries is currently not under

consideration.

Accounting
NU's financial statements are in accordance with U.S. GAAP aud are audited by Deloitte & Touche, which has
issued unqualified opinions on the company's financial statements and iuternal controls for 2009,

NU issued rate reduction bonds {RRBs) in 2001 which Standard & Poor's views as securitized debt, and adjusts the

year-end 2009 financial statements by removing:

e $442.4 million of securitized debt from total reported debt,
e $244.1 million of securitization-refated principal from revenues and depreciation, and

e $36.5 million of securitization-related interest expense from revenues and interest expense.

In addition, Standard & Poor's adjusts NU's financial statements for certain off-balance-sheet obligations. For fiscal
2009, Standard & Poor's adds $686.5 million as a debt-like obligation for the pension and other post-retirement
funding shortfall, $52.7 million relating to operating leases, $38.6 million refating to PPAs, $32.9 million to account
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{or asset-retirement obligations, and $83.8 million in accrued intecest not reported as debt. These figures represent
about 16% of the NU's adjusted total debt.

Standard & Poor's views NU's $116.2 million of non-redeemable preferred stock as of Dec. 31, 2009, as having
intermediate equity content, ascribing 50% of each amount to debt and the remaining 50% to equity for ratio
computation purposes. The associated distributions are similarly treated as 50% interest and 50% dividends.

Related Criteria And Research

o Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2009.
e Corporate Criteria: Analytical Methodology, published April 15, 2008.

Industry Sector: Energy

Northeast Utifities NSTAR Consolidated Edison Inc. CH Energy Group Inc.

Rating as of July 26, 2010 BBB/Stable/— A+/Stable/A-1  A-/Stable/A-2 f-f-
--Average of past three fiscal years—-

{Mil. $)
Revenues 5,392.9 3,037.7 13,2450 1,153.7
Net income from cont. oper. 2872.6 234.4 908.7 374
Funds from operations (FFO} 637.1 533.2 1,636.7 107.5
Capital expenditures 1,080.3 3938 2,148.9 93.7
Cash and short-term investments 92.2 £6.5 1813 36.0
Debt 5,178.0 30056 12,424.2 590.2
Preferred stock 58.1 215 106.5 21.0
Fquity 32288 1,809.7 9,591.9 5491
Debt and equity 8,3b6.7 4,865.3 22,016.2 1,439.4
Adjusted ratios
EBIT interest coverage (x} 27 3.6 31 39
FFO int. cov. (X) 36 4.3 36 4.5
FFO/debit {%) 12.4 175 13.2 18.2
Discretionary cash fiow/debt (%) (15.8) {3.2} (8.9} {6.6)
Net cash flow / capex (%) 46.3 975 48.3 733
Total debt/debt plus equity {%!} 6814 62.8 56.4 51.8
Return cn common equity (%) a1 13.3 95 1
Common dividend payout ratio {un-adj.) (%) 49.3 5.1 69.2 91.8

*Fully adjusted {including postretirement obligations).
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Industry Sector: Energy

--Fiscal year ended Dec. 31--

2009 2008 2007 2006 2005
Rating history BBB/Stable/-- BBB/Stable/~ BBB/Stable/-- BBB/Stable/-- BBB/Stable/~
{Mil. $)
Revenues 5,158.8 55189 5,600.9 6,621.9 71336
Net income from continuing aperations 335.6 260.8 2515 131.7 (229.2)
Funds from operations (FFO) 845.0 560.4 506.0 712 346.5
Capital expenditures 902.2 12376 1,101.0 893.3 798.9
Cash and short-term investments 93.2 168.3 151 4619 45.8
Debt 5,612.0 5,736.4 40335 3,362.2 3.649.2
Freferred stock 58.1 k8.1 H8.1 116.2 116.2
Equity 3,636.0 3.078.4 29718 29144 2,079.7
Debt and equity 9,248.0 88168 7,005.4 6,276.6 5,729.0
Adjusted ratios
EBIT interest coverage (x) 31 23 26 1.5 1.6
FFO int. cov. (x) 42 3.1 33 1.2 26
FFO/debt (%) 16.1 9.8 125 0.8 95
Discretionary cash flow/debt (%) {5.4) (16.1) (79.8) {17.9 (16.2)
Net Cash Flow / Capex (%} 753 35.1 3h.7 {9.6} 324
Debt/debt and equity (%) 60.7 65.1 576 53.6 63.7
Return on common equity (%) 95 7.0 16 40 {106}
Common dividend payout ratio {un-adj.} {%} 193 50.5 479 85.2 {38.2)

*Fully adjusted {including postretirement obligations).

Tabhle 3.

oconciion O Naress i

s Reported Amounts With Standard & Poor's Adjusted Amou,
--Fiscal year ended Dec. 31, 2009--

Northeast Utilities reported amounts

Operating Operating Operating
income income income

Cashflow Cash flow

Shareholders' (befare {before (after Interest from from Dividends Capital

Debt equity Revenues D&A} D&A) D&A} expense operations operations paid expenditures
Reported 5,102.0 36341 5439.4 1,292.2 1,292.2 7514 727136 9891 889.1 167.9 908.1
Standard & Poor’s adjustments
Operating 52.7 - - 206 33 33 33 17.3 17.3 - -
leases
Intermediate 58.1 {8.1) - - - - 28 {2.8) {Z.8) (2.8) -
hybrids
reported as
equity
Postretirement 686.5 - - 215 215 275 - 101 101 - -
benefit
obligations
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Accrued 83.8 - - - - -
interest not
included in
reported debt

Capitalized - - - - - - 59 {5.9) {5.9) - {5.9)
interest

Share-based
compensation
expense

Securitized {442 4) - {280.6) (280.6) (28D.6) (36.5} [36.5} (244.1) (244.1) - -
utility cost
recovery

Power purchase 3846 - - 20 20 20 2.0 - - - -
agreements

Asset 329 - - 33 33 33 3.3 0.7} 0.7) - -
retirement
obligations

Reclassification - - - - - 378 - - - - _
of nonoperating

income

(expenses)

Reclassification - - - - - - - - 81.8 - -
of

working-capital

cash flow

changes

Total 5100 (58.1) (280.6} [227.2) [235.7) 374 {19.2) [226.0} (144.2) 2.8} 5.9}
adjustments

Standard % Poor's adjusted amounts

Operating
income Cash flow Funds
{before Interest from from Dividends Capital
Deht Equity Revenues D&A) EBITDA EBIT expense operations operations paid expenditures

Adjusted 56120 3.636.0 5,158.8 1,065.0 1,056.6 768.8 254.4 763.1 845.0 166.2 802.2

*Northeast Utilities reported amounss shown are taken from the company's financial statements but might include adjustments made by data providers or reclassifications made by
Standard & Poor's analysts, Please note that two reported amounts {operating income before D&A and cash flow from operations} are used to derive more than one Standard &
Poor's-adjusted amount [operating income befare DA and EBTDA, and cash fiow from operatians and funds from operations, rzspectivelyl. Consequently, the first section in some tables
may feature duplicate descriptions and amounts.

Meet Vora of Standard & Poor's/CRISIL contributed to this article.

ankee Gas Snrics Co.

Corporate Credit Rating BBB/Stable/--
Corporate Credit Ratings History
31-May-2005 BBB/Stable/--
14-Apr-2004 BBB+/Negative/—
01-Jul-2003 BBB+/Stable/--
Business Risk Profile Excellent
Financial Risk Profile Aggressive
Standard & Poor’s | RatingsDirect on the Glohal Credit Portal | July 27, 2010 6
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Related Entities
Connecticut Light & Power Co.

Issuer Credit Rating
Preferred Stock (8 [ssues)
Senior Secured (18 Issues}
Senior Unsecured {5 Issues)
Northeast Utilities
Issuer Credit Rating
Foreign Currency
Local Currency
Senior Unsecured (3 |ssues}
Public Service Co. of New Hampshire
Issuer Credit Rating
Senior Secured (2 Issues)
Senior Secured {5 Issues)
Senior Unsecured (4 Issues)
Senior Unsecured {1 lssue)
Senior Unsecured {1 |ssue)
Western Massachusetts Electric Co.
Issuer Credit Rating
Senior Unsecured {6 Issues)

BBB/Stable/NR
BB+

BBB+

BBB

BBB/Stable/--
BBB/Stable/NR
BBB-

BBB/Stable/—
BBB

BBB+
A/Developing
AAA

BBB

BBB/Stable/NR
BBB

*|nless otherwise noted, all ratings in this report are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable across countries. Standard

& Poor's credit ratings on a national scale are relaiive to cbligors or obligations within that spacific country.
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Summary:

Yankee Gas Services Co.
Credit Rating:  BBB/Watch Pos/--

Rationale

The ratings on Yankee Gas Services Co. are on CreditWatch with positive implications as a result of parent
company's, Northeast Utilities (NU), plan to merge with NSTAR, The ratings on NU are also on CreditWatch with
positive implications. The CreditWatch listing reflects that the company's credit quality will benefit from the merger
with the higher rated NSTAR, Because NSTAR is also focused on electric and gas transmission and distribution
operations, we expect the combined entity to have an excellent business risk profile. In addition, the merger will
provide regulatory diversity, with the combined entity generating about 70% of operating income from
Massachusetts, Connecticut, and New Hampshire while the balance will be FERC-regulated. Finally, the transaction
is expected to be completed in an all stock manner without the need for additional external debt financing which

could weaken the pro forma financial risk profile.

The ratings on Yankee Gas reflect the consolidated credit profile of NU. NU's business risk profile is excellent and
reflects primarily the low-operating-risk nature of its regulated utility subsidiaries and the increasing contribution of
its transmission investments, Unregulated operations are not material to the consolidated credit profile and the

company has no plans to expand them.

Yankee Gas contributes about 10% of NU's total revenues and assets, Yankee Gas is a gas distribution utilicy
delivering natural gas to about 205,000 customers in Connecticut and has an excellent business risk profile. The
customer base is mostly residential and commercial with these customers contributing 79% of revenues and 65% of
sales, The customer base is relatively small and has demonstrated only modest growth. Yankee Gas reached a
settlement agreement with the Department of Public Utility and Control in Connecticut (DPUC) in 2007 that
provided for a $22.1 million base rate increase and a 10.1% return on equity (ROE}. The settlement also provided
for an earnings cap such that all earnings above the cap are refunded to customers. Importantly, gas costs are
recovered on a monthly basis. Yankee Gas is likely to file for a new base rate increase by 2011 in order to address
the low earned ROE. In January 2010, the DPUC approved Yankee Gas' request to sell its remaining propane plants
which were used to meet demand during peak pericds. In order to cover the shortfall, Yankee Gas commenced the
construction of a 16-mile gas pipeline between Waterbury and Wallingford, Connecticut (WWL Project) and to also
increase of the vaporization output of its existing LNG plant. These projects are estimated to cost about $67 million.

NU's consolidated financial profile is aggressive. Adjusted funds from operations (FFQ) for the 12 months ended
June 30, 2010, were $783.3 million, while adjusted total debt was $5.82 billion, leading to adjusted FFO to interest
coverage of 3.8x and adjusted FFO to total debt of 13.5%. Given the large capital spending program of about $6.35
billion during the next five years which will only be partly internally funded, credit protection measures, including
debt to capital, will remain aggressive. Adjusted total debt to total capital was 61% as of June 30, 2010. Credit
protection measures have weakened modestly for 12 months ended June 30, 2010 compared with the same period
ended Dec. 31, 2009, while still remaining adequate for the ratings, given the company's overall excellent business

risk profile.
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Short-term credit factors

Yankee Gas' liquidity is viewed on a consolidated basis with that of parent NU, NU's liquidity is adequate under
Standard & Poor's corporate liquidity methodology, which describes a company’s liquidity in five standard
categories. NU's liquidity supports its "BBB' corporate credit rating. Projected sources of liquidity, mainly operating
cash flow and available bank lines, cover projected uses, mainly necessary capital expenditures, debt maturities, and
common dividends, by over 1.2x. NU’s ability to absorb high-impact, low-probability events with a limited need for
refinancing, its flexibility to lower capital spending, its sound bank relationships, its solid standing in the credit

markets, and prudent risk management further support onr description of liquidity as adequate,

NU has a $500 milfion revolving credit facility maturing in September 2013, As of June 30, 2010, $300 million was
available under the facility after accounting for borrowings and outstanding letters of credit. The subsidiaries have a
combined $400 million revolving credit facility maturing in September 2013 which was fully available as of June 30,
2010. Debt maturities are modest and total about $66.3 million in 2010 and $4.3 million in 2011, enhancing
financial flexibility. In addition, NU had about $89 million of cash on hand as of June 30, 2010.

CreditWatch

Standard & Poor's expects to resolve the CreditWatch listing on NU and its subsidiaries as the merger with NSTAR
nears completion (expected to be in late 2011) and there is additional information regarding the combined

company's financial policies, which in turn will dictate the consolidated financial risk profile.

Meet Vora of Standard & Poor's/CRISIL contributed to this article.

Related Criteria And Research

o Criteria Methodology: Business Risk/Financial Risk Matrix Expanded, published May 27, 2009.
e Corporate Criteria: Analytical Methodology, published April 15, 2008.
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