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creating an environment for growth
W e’re very proud of the financial and operational successes we achieved in 

2008. W e b elieve they are a springb oard that makes N ortheast U tilities one 

of the region’s energy leaders for b oth today and tomorrow.
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financial highlights
SELECTED FINANCIAL DATA         

(Thousands of dollars, except share information and statistical data) 2008 2007   

Operating Revenues $ 5,80 0 ,0 95 $ 5,822,226 

Operating Inco m e   $ 590 ,765 $  539,481  

Net Inco m e    $ 260 ,828 $  246,483   

F ully D iluted  E arnings per C o m m o n S hare  $ 1.67 $ 1.59       

F ully D iluted  C o m m o n S hares Outstand ing (W eighted  A verage)  155,999,240   155,30 4,361 

D ivid end s per S hare  $ 0 .825 $ 0 .775     

S ales o f E lectricity (Regulated  Retail, K W H-m illio ns)  34,883  36,142  

E lectric C usto m ers (A verage)  1,90 2,221  1,897,946  

G as C usto m ers (A verage)  20 4,834  20 2,743   

Pro perty, Plant and  E q uipm ent, Net $ 8,20 7,876 $ 7,229,945

M arket C apitalizatio n as o f Year E nd  $ 3,749,375 $  4,855,548 

S hare Price as o f Year E nd  $ 24.0 6 $ 31.31

 Decem b er 31,

SH AR E P R ICE P ER FO R M ANCE         

(A ssum es $10 0  invested  o n D ecem b er 31, 20 0 3, in No rth east U tilities (NU ) co m m o n sh ares, S & P 50 0  Ind ex  
 and  S & P E lectric U tilities Ind ex w ith  all d ivid end s reinvested )

S&P Electric  

Utilities $100 $157 $185 $228 $280 $168

N U C o m m o n  $100 $13 3  $14 3  $212 $24 2 $14 0

S&P 500 $100 $14 3  $150 $173  $183  $  9 0

C LO SIN G  SH A R E P R IC E A t Year E nd

DIVIDEN DS P A ID/SH A R E 

For the Years E nd ed  D ecem b er 31,
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chairm an’s m essage

To  Our C ustom ers, C om m unities and  Sharehold ers:

Strong, w ell-m anaged , stab le b usiness o rganizations have never b een m o re im po rtant to  the future o f our 

region —  ind eed , to  the future o f the U nited  S tates —  than they are d uring these challenging econom ic 

tim es. No rtheast U tilities (NU ) is such an o rganization, possessing the strength and  stab ility to  overcom e 

sho rt-term  challenges and  read y to  capture the long-term  oppo rtunities that provid e innovative solutions 

fo r our custom ers. W e’re very proud  o f the financial and  operational successes w e ach ieved  in 20 0 8.  

W e b elieve they are a springb oard  that m akes NU  one o f the region’s energy lead ers fo r b o th  to d ay  

and  to m o rrow .

Now here w as th is m o re evid ent than in how  w e d ealt w ith  M o ther Nature last D ecem b er w hen our 

region w as b attered  by an epic ice sto rm , provid ing further testim ony to  the strength and  d eterm ination 

o f our co m pany. The ec ciency w ith  w h ich  NU  em ployees carried  out our em ergency response plan 

d em onstrated  the prid e w e take in our w o rk. It also  show s that w e are capab le o f transfo rm ing ad versity 

into  an exh ib ition o f w hy NU  w ill continue to  b e successful in the future. 

In ad d ition, w e sim ply d id  no t let harsh econom ic and  natural events o f 20 0 8 knock us o d  strid e.   

W e d elivered  value to  our custom ers, com m unities and  sharehold ers.  

“O ur vision for the future of our region is clear. 

W e w ill take our com p any and  our custom ers 

into  the energy future w ith b o ld  actions that 

p rod uce resu lts for tod ay, and  tom orrow .”

3

C harles W . Shivery
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W e know  w hat w e have  

to  d o  if our region is to  enjoy  

a safe, reliab le and  clean  

energy future.

“Northeast U tilities stands as an industry leader in transm ission  

construction, energy ec ciency, em ergency response, and  m any  

o ther categories, and  our ed orts have w on both national and   

international acclaim .” 

Fo r custom ers, our $1.3 b illion in capital expend itures 

in 20 0 8 alone prod uced  a m o re reliab le transm ission 

and  d istrib ution system , red uced  congestion costs and  

im proved  overall safety. In ad d ition, d espite an increase in 

the num b er o f sto rm s, NU  w as ab le to  retain solid  overall 

system  reliab ility at the ind ustry average, and  reliab ility at 

our largest co m pany, The C onnecticut L ight and  Pow er 

C o m pany (C L& P), w as b etter than the ind ustry average.  

F o r o ur co m m unities, w e co ntinued  to  provid e jo b s b y 

h iring over 50 0  new  em ployees in 20 0 8 and  provid ed  

fund ing fo r vario us no t-fo r-pro fi t and  civic o rganizatio ns 

acro ss o ur tri-state service area. F o r exam ple, in 

C o nnecticut, C L& P d o nated  $1.36 m illio n in lo cal grants 

and  o ther suppo rt, w h ile in New  Ham psh ire, Pub lic Service 

C o m pany o f New  Ham psh ire (PSNH) d o nated  nearly 

$60 0 ,0 0 0  to  the no t-fo r-pro fi t secto r. In M assachusetts, 

W estern M assachusetts E lectric C o m pany (W M E C O) 

d o nated  m o re than $480 ,0 0 0 . A d d itio nally, b y purchasing 

$5.7 m illio n in tax cred its thro ugh the C o nnecticut Low -

Inco m e Ho using Tax Pro gram , C L& P helped  fund  ho using 

fo r m o re than 50 0  fam ilies and  ind ivid uals.

Fo r our sharehold ers, w e d elivered  a b etter share price 

perfo rm ance than m ost o ther utilities and  o ther listed  

com panies. In 20 0 8, w e continued  to  increase our d ivid end  

at a pace that is faster than the ind ustry average, and  in 

the fi rst q uarter o f 20 0 9, w e further increased  our d ivid end  

by 12 percent, at a tim e w hen m any com panies are cutting 

d ivid end s. W e b elieve these d ivid end  increases und ersco re 

the confid ence your B oard  and  m anagem ent have in the 

successful execution o f our b usiness strategy.

W e received  ad d itional good  new s on M arch 5, 20 0 9, 

w hen S tand ard  &  Poo r’s announced  that it w as ad d ing 

NU  to  the S& P 50 0  —  one o f the w o rld ’s m o st recognized  

sto ck ind ices. W e b elieve th is recognition w ill increase the 

b read th o f our po tential sharehold er b ase.

Our strong 20 0 8 perfo rm ance enab les us to  continue to  

m ake m eaningful progress as an energy com pany on the 

lead ing ed ge o f d elivering sustainab le solutions to  our 

custom ers, com m unities and  sharehold ers. 

Operational Success: G o ing A b ove and  B eyond

Operating a large, m od ern energy com pany such as NU  

req uires d aily d iscipline and  a w ell-coo rd inated  team  

d ed icated  to  carrying out our b usiness plan. E ven then, 

there are m any o ccasions w hen m em b ers o f that team  

reach d ow n and  prod uce even m o re.

4
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“Our com m itm ent to  suppo rting the region’s grow th req uires an eq ually  

strong com m itm ent to  im plem enting sustainab le solutions that m eet the  

energy need s o f to d ay.”

5
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W e ach ieved  a no tab le level o f operational excellence w hen w e com pleted  and  

put into  service three m ajo r transm ission projects in southw est C onnecticut, in 

aggregate ahead  o f sched ule and  und er b ud get. These projects includ e the  

69-m ile M id d letow n-Norw alk transm ission line; the G lenb rook C ab les project; 

and  the Long Island  Replacem ent C ab le project, an 11-m ile, 138-kilovolt 

und ersea cab le linking No rw alk, C onnecticut, and  No rthpo rt, New  Yo rk. Our 

B ethel-Norw alk project w as com pleted  in 20 0 6. E nergizing the four projects 

w as no t only a source o f co m pany prid e b ut also  a m ajo r b enefit fo r our 

custom ers w ho  d epend  d aily on the pow er w e d eliver.

These transm ission projects provid e our custom ers w ith  enhanced  reliab ility, 

and  they help to  m itigate costly congestion in th is region. The early com pletion 

o f these projects also  contrib uted  to  the com pany’s financial perfo rm ance as 

they generated  incom e sooner than expected . 

Tod ay, NU  stand s as an ind ustry lead er in transm ission construction, energy 

ec ciency, em ergency response, and  m any o ther catego ries, and  our ed o rts 

have w on b o th  national and  international acclaim . F ro m  our aw ard -w inning 

conservation and  load  m anagem ent ec ciency program s that have served  

nearly 40 0 ,0 0 0  NU  custom ers and  save over $50  m illion in annual electric 

energy costs, to  a 20 0 8 Platts G lob al E nergy A w ard  fo r excellence in our 

execution o f transm ission construction, our no tew o rthy accom plishm ents 

exem plify the vision and  lead ersh ip that characterize our co m pany.  

M eeting C ustom ers’ E nergy Need s, Tod ay and  Tom o rrow  

Our com m itm ent to  suppo rting the region’s grow th req uires an eq ually strong 

com m itm ent to  im plem enting sustainab le solutions that m eet the energy need s 

o f to d ay. It is our responsib ility as an energy lead er to  pro tect our environm ent.  

A ch ieving th is b alance req uires an increased  reliance on renew ab le energy 

sources, and  w e are continuing to  take no tew o rthy strid es tow ard  a sustainab le 

energy future fo r our custom ers as w ell as our co m pany. 

W hether it’s d eveloping innovative solar projects in M assachusetts o r operating 

a renew ab le w ood -b urning pow er plant in New  Ham pshire, w e are alread y 

fulfilling our vision o f creating sustainab le solutions fo r our energy future.  

D em onstrating our co m m itm ent to  the search fo r a po rtfolio  o f new  solutions, 

late last year NU , jo ined  by NSTA R, asked  the Fed eral E nergy Regulato ry 

C o m m ission to  approve our concept fo r a new  participant-fund ed  transm ission 

line to  connect to  Hyd ro-Q uéb ec in eastern C anad a. 

In ad d ition to  d eveloping plans fo r the transm ission line, w e have b egun 

nego tiations w ith  Hyd ro-Q uéb ec on the term s o f a pow er purchase contract 

that w ill allow  us to  provid e econom ic value as w ell as clean, low -carb on- 

em itting energy to  New  E ngland , d elivering real b enefits to  our custom ers, 

sharehold ers and  the region. W e see th is as a project that is need ed  to  further 

d iversify the region’s generation m ix, red uce greenhouse gas em issions and  

m ove fo rw ard  to  m eet am b itious environm ental goals.

Our Region is Our Hom e, and  Yours

W hether in C onnecticut, w estern M assachusetts o r New  Ham pshire, w e live 

w here w e w o rk and  w e take seriously our responsib ility to  b e good  neighb o rs.  

Of course, that translates b efo re all else into  a d eterm ination to  provid e safe, 

reliab le energy to  our custom ers at a reasonab le cost and  alw ays to  b e m ind ful 

that w e m ust b e stew ard s o f our region’s environm ent.

W e strive to  help the people o f our region in o ther w ays, to o. A gain in 20 0 8, 

the No rtheast U tilities Found ation d onated  $1 m illion to  w o rthw h ile regional 

activities, augm ented  by so m e $2.4 m illion in contrib utions m ad e by our 

operating com panies. A nd , as they d id  in 20 0 7, our em ployees across our 

three-state territo ry d onated  m o re than $2 m illion them selves, w h ile also  

volunteering their tim e and  energy to  help local o rganizations. 

NU  is also  a m ajo r contrib uto r to  the econom ies o f the three states in w h ich  it 

operates. Our operating com panies paid  a co m b ined  to tal o f over $125 m illion 

in lo cal property taxes last year, thereby suppo rting im po rtant program s in 

m any o f our co m m unities.  

The E nergy to  M ake a D id erence

W e are at a transitional, pivo tal tim e in the energy ind ustry. W e know  w hat w e 

have to  d o  and  w e know  how  to  d o  it —  so  that our region enjoys safe, reliab le 

and  clean energy. Our vision fo r the future o f our region is clear. W e w ill take 

our co m pany and  our custom ers into  the energy future w ith  b o ld  actions that 

prod uce results fo r to d ay, and  to m o rrow . 

 S incerely,

C harles W . Sh ivery 

C hairm an, Presid ent and  C h ief E xecutive Oc cer

M arch 6, 20 0 9

6
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forging a sustainab le 
energy future

Northeast U tilities b elieves it is now  m o re im po rtant than ever to  ensure w e m aintain and  grow  our 

co m m itm ent to  sustainab ility and  environm ental stew ard sh ip. In fact, ind ustry experts and  stud ies 

suggest that b usinesses d em onstrating a fi rm  d ed ication to  sustainab ility d uring hard  tim es o ften 

outperfo rm  ind ustry peers financially. 

In its b road est sense, “sustainab ility” m eans the responsib ility w e all share to  pro tect and  im prove  

no t just our environm ent, b ut all aspects o f our co m m unities, our econom y and  our ind ivid ual lives.   

F o r NU , that includ es continuing to  red efine our im pact on the environm ent by encouraging the w ise  

use o f energy and  provid ing energy fro m  cleaner resources. F urther, it m eans operating every aspect  

o f our b usiness in a m anner that ensures w e can m eet our stakehold ers’ various expectations, now  and  in 

the future. Thus, sustainab ility is all ab out so lutions fo r to d ay and  fo r to m o rrow .  

E nvironm entally, w e m ust continue to  m ake progress in taking carb on out o f the energy eq uation by 

m oving tow ard  low er overall energy use and  increasing the use o f clean energy resources such as 

renew ab le and  hyd roelectric pow er. This w ill help us to  red uce our reliance on carb on-em itting fuels.  

A nd , over tim e, w e w ill actively suppo rt ed o rts to  use cleaner energy sources to  co st-ed ectively fuel  

our cars and  heat our ho m es. 

7
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L ike the state governm ents in our region, NU  and  its 

operating com panies have m ad e a com m itm ent to  

sustainab ility and  to  d em onstrating innovation and  

lead ersh ip in red ucing greenhouse gas em issions.  

Our investm ent plans are in harm ony w ith  the energy 

policies o f the states w e serve. A nd  they are also  

consistent w ith  the them es w e hear fro m  the new  

ad m inistration in W ash ington.

 

  

A t the state level, sustainab ility is now  at the 

fo refront as governm ents in our region have m oved  

aggressively to  pro tect the environm ent. C onnecticut 

passed  “A n A ct C oncerning C onnecticut G lob al 

W arm ing Solutions” m and ating red uctions in state 

greenhouse gas em issions and  recom m end ing 

strategies, regulato ry actions and  policies to  ach ieve 

the red uctions. New  Ham pshire has a law  estab lish ing 

a C lim ate C hange Policy Task Fo rce responsib le fo r 

d eveloping a clim ate change action plan. 

M assachusetts enacted  its “G reen C om m unities A ct” 

req uiring that 80  percent o f the Regional G reenhouse 

G as Initiative auction proceed s b e earm arked  fo r 

energy ec ciency and  d em and  response; rem oving 

the cap on utility expend itures on energy ec ciency 

and  d em and  response; and  allow ing utilities, fo r the 

fi rst tim e since d eregulation, to  ow n and  operate  

up to  50  m egaw atts o f so lar prod uction.

W M E C O’s solar pow er initiative is a d irect result o f 

the passage of the G reen C om m unities A ct. W M E C O 

is seeking regulato ry approval to  invest approxim ately  

$42 m illion to  install at least six m egaw atts o f so lar 

prod uction, po tentially grow ing to  50  m egaw atts,  

at m ultiple sites in w estern M assachusetts. 

 

If approved , the first solar facilities could  b e operating 

in 20 10 . In ad d ition to  the potential fo r long-term  

b enefits to  our custom ers and  com m unities w hile also  

provid ing com petitive returns fo r investo rs, w e b elieve 

the elem ents of this solar pow er initiative can serve as 

a valuab le “b lueprint” fo r o ther renew ab le technologies 

across New  E ngland . In ad d ition, w e respond ed  to  

the increased  fund ing availab le to  b olster our energy-

ec ciency ed o rts by 67 percent in 20 0 9 to  help 

custom ers in w estern M assachusetts m ake b etter use 

of energy resources. W e plan to  d evelop a m uch m o re 

expand ed  energy conservation program  fo r W M E C O 

fo r 20 10  —  20 12.

In New  Ham pshire, our C lean A ir Project at M errim ack 

S tatio n w ill d ram atically red uce sulfur d ioxid e 

em issio ns b y 90  percent and  m ercury b y 80  percent 

W e see sustainab ility for  

our industry as redefining  

our im pact on the environm ent  

by provid ing energy from   

cleaner resources.

“In New  Ham pshire, our C lean A ir Project at M errim ack Station 

w ill d ram atically red uce sulfur d ioxid e em issions by 90  percent 

and  m ercury by 80  percent fro m  PSNH’s generation fleet, w h ile 

continuing to  provid e the region w ith  need ed  fuel d iversity.”

8
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fro m  PSNH’s generation fleet, w hile continuing to  provid e 

the region w ith need ed  fuel d iversity. The project —  the 

installation of a w et scrub b er at our M errim ack Station —  

is sched uled  fo r com pletion in 20 12 and  w ill support 30 0  

construction job s. W hen the project is finished , it w ill m ake 

this pow er plant one of the cleanest coal-b urning energy 

facilities in the nation. S ince coal is econom ical and  its cost 

is relatively stab le, this is an im portant com ponent of our 

strategy of red ucing the im pact on the environm ent w hile 

continuing to  provid e our custom ers w ith cost-ed ective and  

reliab le energy.  

Our transm ission investm ents give the region a m o re reliab le, 

secure and  m od ern grid . They also  can provid e the electrical 

h ighw ay to  b ring low -carb on and  renew ab le pow er to  the 

load  centers o f New  E ngland  fro m  no rthern New  Ham pshire 

and  C anad a.  

B uild ing on our aw ard-w inning transm ission expertise,  

late last year w e announced  another innovative proposal:  

a m em orandum  of understand ing w ith NSTA R and   

Hyd ro-Q uébec to  build  a new  high-voltage, d irect current, 

participant-funded  transm ission line from  Q uébec to  central 

or southern New  Ham pshire. A s m entioned  earlier in this 

report, NU  and  NSTA R filed  an application last D ecem ber 

for a declaratory ruling from  the Federal Energy Regulatory 

C om m ission. It represented  our first form al step tow ard   

m aking the high-voltage line a reality. W e believe this project, 

as conceived, could  allow  New  England  to  m eet nearly one-

third  of its greenhouse gas reduction goals.

W e also  have planned  pilo t program s in C onnecticut and  

M assachusetts to  d em onstrate the b enefits o f autom ated  

m etering infrastructure and  “sm art grid ” technology to  

provid e our custom ers w ith  m o re cho ices, info rm ation and  

contro l over their electric consum ption, and  to  red uce the 

energy losses through our d istrib ution system . C L& P’s “Plan- 

It W ise” pilo t program  w ill launch in sum m er 20 0 9, and  

w e intend  to  file plans w ith  the M assachusetts D epartm ent 

o f Pub lic U tilities in A pril 20 0 9 fo r a pilo t fo cused  on the 

uniq ue need s o f our w estern M assachusetts custom ers.

“Environm ental stew ardship is a core value of NU .  

It includes our com m itm ent to  prom oting the ec cient  

use of energy.”

9
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10

In ad d ition, w e are taking concrete steps to  help prepare our region fo r the 

intro d uction o f next-generation electric vehicles, anticipated  to  b e b rought 

to  m arket in 20 10 . W e are w o rking w ith  the C lean C ities C oalition, the E lectric 

Pow er Research Institute and  G eneral M o to rs, and  w e have applied  fo r a 

grant fro m  the U .S. D epartm ent o f E nergy to  b egin the d evelopm ent o f 

pub lic charging infrastructures in C onnecticut and  M assachusetts. 

No t only are these initiatives consistent w ith  b o th  fed eral and  New  

E ngland  energy policy, they represent m o re d iversity in our future capital 

expend itures, as w e com plem ent our trad itional electric d istrib ution and  

transm ission investm ents w ith  innovative solutions to  m eet b road er energy 

policy o b jectives. W e continue to  b elieve that NU  can and  w ill take a 

lead ersh ip ro le w hen carrying out these policies in New  E ngland .

NU ’s environm ental policy serves as the found ation fo r our E nvironm ental 

M anagem ent System  (E M S), w h ich  is m o d eled  after the internationally 

accepted  ISO 140 0 1:20 0 4 stand ard . B y ad hering to  the E M S, NU  anticipates 

and  m eets grow ing environm ental perfo rm ance expectations, m itigates risks 

and  ensures ongo ing com pliance w ith  fed eral and  state req uirem ents. NU  has 

ach ieved  ISO 140 0 1 certification at 44 facilities and  d epartm ents, includ ing all 

C L& P and  W M E C O locations. 

E nvironm ental stew ard sh ip is a co re value o f NU . It includ es our co m m itm ent 

to  prom o ting the ec cient use o f energy. In 20 0 8, NU  w o rked  w ith  a 

co m b ined  conservation and  load  m anagem ent b ud get o f ab out $113 m illion 

and  provid ed  conservation services to  m o re than 390 ,0 0 0  custom ers. W e 

also  estim ate that these energy-ec ciency program s o f C L& P, PSNH and  

W M E C O w ill save a com b ined  lifetim e to tal o f approxim ately 3.5 b illion 

kilow att-hours, avo id ing the em issions o f ab out 1.9 m illion tons o f carb on 

d ioxid e. C om m ercial and  ind ustrial natural gas program s w ere also  ad d ed  in 

20 0 8, helping Yankee G as Services C om pany (Yankee G as) custom ers save 

energy, m oney and  the environm ent.

NU  has b een recognized  by m any national and  international o rganizations fo r 

the success o f the energy-ec ciency program s w e o d er. Fo r exam ple, C L& P 

and  W M E C O received  the 20 0 8 E NE RG Y  STA R® Sustained  E xcellence A w ard  

fro m  the U .S. E nvironm ental Pro tection A gency fo r their continued  lead ersh ip 

in th is area.
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m eeting our custom ers’ 
energy need s tod ay and   
every d ay

Perhaps as you read  these w o rd s you are looking at the NU  W eb  site (w w w .nu.com ), w here th is repo rt 

and  m uch o ther useful info rm ation ab out the com pany are availab le. If so, you are using energy.  

You prob ab ly d id n’t even th ink ab out that until you read  th is. A nd  that’s the po int. A s the use o f energy 

changes and  d iversifies, the need  fo r reliab le, safe energy w ill rem ain a staple o f our d aily lives.  

Our job  at NU  is to  ensure that our custom ers have the pow er they need  w hen they need  it. That’s w hy, 

d espite the econom ic d ow nturn, w e invested  $1.3 b illion in our region’s infrastructure in 20 0 8. These 

investm ents help create a m o re reliab le grid  fo r all our custom ers and  m ake the b usinesses in our three 

states m o re com petitive over the long run.  

11
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In 20 0 8, w e also  com pleted  our $1.6 b illion 

transm ission investm ent in southw est C onnecticut, 

conclud ing w ith  the M id d letow n-Norw alk project, 

one year ahead  o f sched ule and  $10 0  m illion  

b elow  b ud get.  

The southw est C onnecticut transm ission projects 

are provid ing C onnecticut w ith  a m o re ro b ust

 

and  reliab le electric grid . A d d itionally, they have 

significantly m itigated  congestion in a state w hose 

electric custom ers had  b een paying in excess of 

ab out $150  m illion annually in congestion costs, d ue 

to  b o ttlenecks w ith in C onnecticut. Our transm ission 

construction experience and  track reco rd  of success 

w ill help us as w e m ove on to  siting of our proposed  

New  E ngland  E ast-W est Solution (NE E W S) projects. 

A long w ith National G rid  U SA , Inc., w e are 

ad vancing these related  projects, w h ich  w ill 

im prove reliab ility and  provid e a strong 

transm ission b ackb one fo r m oving pow er 

throughout southern New  E ngland . The NE E W S  

projects w ill also  b etter enab le our region to  gain 

access to  renew ab le pow er generation. 

On the natural gas sid e o f our b usiness, sales at 

our sub sid iary, Yankee G as, grew  by 2.1 percent in 

20 0 8, d riven by increased  installation o f d istrib uted  

generation and  conversions o f o il furnaces to  

natural gas as the fuel o f cho ice. W e increased  

conversions by so m e 40 0  percent in our service 

territo ry last year, significantly low ering the carb on 

foo tprint o f these hom es and  b usinesses.
Our job  at NU  is to   

ensure that our custom ers  

have the pow er that they  

need  w hen they need  it.

“The NE E W S  projects w ill also  b etter enab le our region to  gain  

access to  renew ab le pow er generation.”

12
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good  p eop le serving 
the p eop le of our region

Our com m itm ent to  suppo rting the region’s grow th req uires an eq ually strong com m itm ent to  the 

com m unities w e serve. A nd  the com m unities w e serve are m o re than our places o f w o rk —  they are 

w here w e live. W e can thus never lo se sight o f the fact that the d aily w o rk d one by our m o re than 6,0 0 0  

em ployees, som e o f w hom  routinely take on d angerous assignm ents w o rking w ith  live pow er lines, is d one 

as a service to  the region. A nd  giving b ack to  co m m unities is second  nature fo r NU  and  its em ployees.

In these troub ling econom ic tim es, w e at NU  are m ind ful o f the need  to  b alance energy, environm ental  

and  o ther initiatives w ith  the cost realities that face our custom ers, particularly tho se w ith  lim ited  incom es.

E ach o f our operating sub sid iaries o d ers innovative program s and  services to  help custom ers w ith  

their energy need s by w o rking in partnersh ip w ith  so cial service agencies to  d eliver energy assistance, 

conservation strategies and  ad o rd ab le paym ent plans. F urtherm o re, in 20 0 8, w e contrib uted  over  

$20 0 ,0 0 0  to  no t-fo r-profit o rganizations that provid e em ergency assistance to  the eld erly, d isab led  and  

lim ited -incom e w o rking fam ilies in need  o f help paying their energy b ills.

13
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A lso  in 20 0 8, m o re than 70 0  NU  em ployees 

participated  in the annual U nited  W ay D ay o f 

C aring. No t-fo r-profit agencies and  o rganizations 

b enefited  fro m  these volunteers w ho  spent the d ay 

perfo rm ing hand s-on tasks such as land scaping, 

preparing m eals and  visiting w ith  senio r citizens.  

F urther, our em ployees d onated  thousand s o f  

hours in their cities and  tow ns as m ento rs,  

scout lead ers, coaches, tuto rs and  volunteer fi re 

fighters. Others are active on b oard s o f ho spitals, 

as w ell as cham b ers o f co m m erce, the arts, and  

ed ucation and  alum ni associations. 

The No rtheast U tilities Found ation continues  

to  em b race its w o rthy partners. One such partner 

is the C onnecticut Science C enter, a w o rld -class 

science learning center in Hartfo rd  that is sched uled  

to  open in 20 0 9. The Found ation announced  a grant 

of $1 m illion to  the Science C enter in 20 0 7, and  

follow ed  that w ith  an ad d itional $50 0 ,0 0 0  in 20 0 8 

to  fund  the C enter’s “Fo rces in M o tion,” a gallery 

show casing the physics o f m o tion. Overlooking 

the C onnecticut River, the C enter w ill b e a m ust-

see attraction, encouraging people o f all ages to  

im agine, d iscover and  explo re the w o rld  o f science.

NU  and  its operating com panies in C onnecticut, 

w estern M assachusetts and  New  Ham pshire play 

 

a critically im po rtant ro le in the health and  

econom ic w ell-b eing o f the region’s resid ents, 

b usinesses and  institutions. L ikew ise, the w ell-

b eing o f tho se w ho  live and  w o rk in our region is 

vital to  our success as a com pany. NU  w ill continue 

to  invest in its co m m unities and  lead  the w ay in 

energy innovation and  com m unity d evelopm ent  

on b ehalf o f its custom ers.
The w ell-b eing o f tho se  

w ho  live and  w o rk in our  

region is vital to  our  

success as a com pany.

“Our com m itm ent to  suppo rting the region’s grow th req uires  

an eq ually strong com m itm ent to  the com m unities w e serve.”         
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The events that b egan to  unfold  on D ecem b er 11, 20 0 8, 

d em onstrated  our ab ility to  respond  ed ectively and  

responsib ly to  a m onstrous regional calam ity. A  severe 

ice sto rm  crippled  large parts o f New  Ham pshire and  

M assachusetts. D uring the night o f D ecem b er 11, pow er w as 

knocked  out to  ab out 65 percent o f PSNH’s custom ers and  

m o re than 20  percent o f W M E C O’s custom ers. The ice sto rm  

snapped  tree lim b s, b ro ke o r d am aged  m o re than 18,0 0 0  

d istrib ution poles, and  req uired  us to  replace 166 m iles o f 

d istrib ution lines throughout the region.

B ut our b iggest concern w as fo r our custom ers, particularly the 

m o re than 40 0 ,0 0 0  w ho  lo st pow er in the sto rm . Tw o  severe 

snow sto rm s, coupled  w ith  h igh w ind s, h it New  Ham pshire 

alm ost as so on as the ice sto rm  finished , giving our recovery 

team s an even m o re d aunting challenge.

The recovery ed o rts d em onstrated  the d ed ication o f our 

em ployees, w ho  w o rked  16-hour d ays right up until C hristm as 

to  resto re service to  our custom ers. It also  illustrated  the 

b enefit o f our three-state com pany as hund red s o f C onnecticut-

b ased  w o rkers aid ed  their no rthern colleagues to  reb uild  

large sections o f New  Ham pshire and  w estern M assachusetts 

d istrib ution system s. It m arked  the largest resto ration ed o rt in 

PSNH h isto ry. Through it all, no  m ajo r safety incid ents o ccurred  

d uring the m ultiple-d ay, m ultiple-state em ergency operation.

The sto rm s challenged  us to  co m m unicate ed ectively w ith  

our custom ers, especially those living w ithout pow er. Our 

new , technology-d riven custom er info rm ation system  enab led  

us to  hand le the avalanche o f calls, m any o f them  fro m  New  

Ham pshire w here the sto rm ’s im pact w as fiercest. Fo r the fi rst 

tim e, w e to ok ad vantage of “new  m ed ia,” using Tw itter, a free 

Internet so cial m essaging service, to  reach PSNH custom ers 

w ith  tim ely postings and  pod casts.

The E d ison E lectric Institute recently hono red  NU  as a w inner 

o f the association’s “E m ergency Response A w ard ” fo r our 

outstand ing ed o rts to  resto re electric pow er to  our custom ers 

in the w ake o f th is catastrophic ice sto rm .

resp ond ing to  nature’s w rath
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Management’s Discussion and Analysis

The follow ing  d iscussion and  analysis should  b e read  in 
conjunction w ith our consolid ated  financial statem ents and  
related  notes includ ed  in this annual rep ort.  R eferences 
in this annual rep ort to  “N U ,” “w e,” “us” and  “our” refer to  
N ortheast U tilities and  its consolid ated  sub sid iaries.  A ll 
p er share am ounts are rep orted  on a fully d iluted  b asis.  

The only com m on eq uity securities that are p ub licly trad ed  
are com m on shares of N U .  The earning s p er share (E P S) 
of each seg m ent d iscussed  b elow  d oes not rep resent a 
d irect leg al interest in the assets and  liab ilities allocated  
to  such seg m ent b ut rather rep resents a d irect interest 
in our assets and  liab ilities as a w hole.  E P S  by seg m ent 
is a m easure not recog nized  und er accounting  p rincip les 
g enerally accep ted  in the U nited  States of A m erica 
(G A A P ) that is calculated  by d ivid ing  the net incom e 
or loss of each seg m ent by the averag e fully d iluted  N U  
com m on shares outstand ing  for the p eriod .  W e use 
this m easure to  p rovid e seg m ented  earning s results and  
g uid ance and  b elieve that this m easurem ent is useful to  
investors to  evaluate the actual financial p erform ance and  
contrib ution of our b usiness seg m ents.  This non-G A A P  
m easure should  not b e consid ered  as an alternative to  our 
consolid ated  fully d iluted  E P S  d eterm ined  in accord ance 
w ith G A A P  as an ind icator of op erating  p erform ance.

The d iscussion b elow  also  includ es non-G A A P  m easures 
referencing  our 20 0 8  earning s and  E P S  exclud ing  a 
sig nificant charg e resulting  from  the settlem ent of 
litig ation w ith C onsolid ated  E d ison, Inc. (C on E d ison), 
and  our 20 0 6 earning s and  E P S  exclud ing  tw o  sig nificant, 
d iscrete im p acts, w hich are the g ain from  the sale of our 
com p etitive g eneration b usiness and  a red uction in incom e 
tax exp ense at The C onnecticut Lig ht and  P ow er C om p any 
(C L& P ) p ursuant to  a P rivate Letter R uling  (P LR ) issued  by 
the Internal R evenue Service (IR S).  W e use these non-
G A A P  m easures to  m ore fully exp lain and  com p are the 
20 0 8, 20 0 7 and  20 0 6 results w ithout includ ing  the im p act 
of these item s.  D ue to  the nature and  sig nificance of 
these am ounts, m anag em ent b elieves that this non-G A A P  
p resentation is m ore rep resentative of our p erform ance 
and  p rovid es ad d itional and  useful inform ation to  investors 
in analyzing  historical and  future p erform ance.  These 
m easures should  not b e consid ered  as alternatives to  
rep orted  net incom e or E P S  d eterm ined  in accord ance 
w ith G A A P  as ind icators of op erating  p erform ance.

R econciliations of the ab ove non-G A A P  m easures to  the 
m ost d irectly com p arab le G A A P  m easures of consolid ated  
fully d iluted  E P S  and  net incom e are includ ed  und er 
“Financial C ond ition and  B usiness A nalysis-O verview -
C onsolid ated ” and  “Financial C ond ition and  B usiness 
A nalysis-Future O utlook” in this M anag em ent’s D iscussion 
and  A nalysis.   

F inancial Condition and B usiness Analysis

Current Economic Conditions:  A s w id ely rep orted , the 
cap ital and  cred it m arkets are exp eriencing  uncertainty 
and  volatility to  an unp reced ented  extent.  This d isrup tion 
has w eakened  and  m ay continue to  w eaken econom ic 
cond itions in p arallel w ith the g eneral d ecline in consum er 
confid ence in the N ortheast and  throug hout the U nited  
States.  So  far, the lim ited  access to  cap ital and  hig her 
cost of cap ital for b usinesses and  consum ers has red uced  
sp end ing , resulted  in job  losses, and  p ressured  econom ic 
g row th for the foreseeab le future.  These w eak econom ic 
cond itions have a_ ected  and  could  continue to  a_ ect our 
revenues and  future earning s g row th and  could  result in 
g reater risk of d efault by our counterp arties, includ ing  
custom ers, w eaker sales g row th, increased  energ y 
conservation, and  hig her b ad  d eb t exp ense, am ong  other 
thing s. The w eak econom ic cond itions are also  exp ected  
to  p ut p ressure on our ab ility to  ob tain d istrib ution rate 
relief or to  receive ap p rovals on m ajor transm ission 
p rojects that w ill ultim ately increase custom er rates.  W e 
have includ ed  our b est estim ate of the im p acts of these 
factors in the assum p tions that w ere used  to  d evelop  our 
earning s g uid ance; how ever, w e are unab le to  p red ict 
the ultim ate im p act of these cond itions on our results of 
op erations, financial p osition, or liq uid ity.

In ad d ition, w e exp ect to  m ake sig nificant levels of 
investm ents in our cap ital p rojects in 20 0 9  throug h 
20 13.  The d isrup tion in the cap ital m arkets has lim ited  
som e com p anies’ ab ility to  access the cap ital and  cred it 
m arkets to  sup p ort their op erations and  refinance d eb t 
and  has led  to  hig her financing  costs com p ared  to  recent 
years.  W e use short-term  d eb t and  the long -term  cap ital 
m arkets as a sig nificant source of liq uid ity and  fund ing  
for our cap ital req uirem ents, includ ing  construction costs.  
W e b elieve our current cred it rating s w ill allow  us to  have 
access to  the cap ital m arkets as need ed  (as evid enced  
by C L& P ’s issuance of $250  m illion of 10 -year b ond s in 
Feb ruary 20 0 9  at 5.5 p ercent).  H ow ever, events b eyond  
our control, such as the d isrup tion in g lob al cap ital and  
cred it m arkets that occurred  in Sep tem b er 20 0 8, m ay 
create further uncertainty that could  increase our cost of 
cap ital or im p air our ab ility to  access the cap ital m arkets.  
In ad d ition, certain of N U ’s sub sid iaries rely, in p art, on N U  
p arent for access to  cap ital.  C ircum stances that lim it N U  
p arent’s access to  cap ital could  im p air its ab ility to  p rovid e 
those com p anies w ith need ed  cap ital.  A t this p oint in 
tim e, w hile the im p act of continued  m arket volatility 
and  the extent and  im p acts of the ong oing  econom ic 
d ow nturn cannot b e p red icted , w e currently b elieve that 
w e have suf cient op erating  flexib ility and  access to  
fund ing  sources to  m aintain ad eq uate liq uid ity.

E xecutive Summary

The follow ing  item s in this executive sum m ary are 
exp lained  in m ore d etail in this annual rep ort:

R esults, Strategy and Outlook:
W e earned  $260 .8 m illion, or $ 1.67 p er share, in 20 0 8, 
com p ared  w ith $24 6.5 m illion, or $ 1.59  p er share, in 
20 0 7.  R esults for 20 0 8  includ ed  an after-tax charg e 
of $29.8  m illion, or $0 .19  p er share, resulting  from  the 
settlem ent of litig ation w ith C on E d ison.  E xclud ing  that 
charg e, our earning s in 20 0 8  w ere $290 .6 m illion, or 
$ 1.86 p er share.  

A fter p aym ent of C L& P  p referred  d ivid end s, our 
reg ulated  com p anies, w hich consist of C L& P, P ub lic 
Service C om p any of N ew  H am p shire (P SN H ), W estern 
M assachusetts E lectric C om p any (W M E C O ), and  
Yankee G as Services C om p any (Yankee G as), earned  
$289.1 m illion, or $ 1.85 p er share, in 20 0 8, com p ared  
w ith $228.7 m illion, or $ 1.47 p er share, in 20 0 7.  The 
20 0 8  results includ ed  earning s of $ 150 .8  m illion in the 
d istrib ution seg m ent (w hich includ es the g eneration 
seg m ent of P SN H  and  g as d istrib ution seg m ent of 
Yankee G as), and  $ 138.3 m illion in the transm ission 
seg m ent. In 20 0 7, our d istrib ution seg m ent earned  
$ 14 6.2 m illion and  our transm ission seg m ent earned  
$82.5 m illion.  

O ur co m p etitive b usinesses, o r N U  E nterp rises, Inc.  
(N U  E nterp rises), earned  $ 13.1 m illion, o r $0 .0 8  p er 
share, in 20 0 8, com p ared  w ith $ 11.7 m illion, o r $0 .0 8  
p er share, in 20 0 7.

N U  p arent and  other com p anies record ed  net exp enses  
of $4 1.4  m illion, or $0 .26 p er share, in 20 0 8, com p ared  
w ith net incom e of $6.1 m illion, or $0 .0 4  p er share, 
in 20 0 7.  E xclud ing  the litig ation settlem ent charg e 
related  to  C on E d ison, N U  p arent and  other com p anies 
record ed  net exp enses of $ 11.6 m illion, or $0 .0 7 p er 
share, in 20 0 8.

In 20 0 8, C L& P  com p leted  the final three of its four 
m ajor transm ission p rojects in southw est C onnecticut.  
The p rojects w ere com p leted  ap p roxim ately $80  
m illion b elow  their $ 1.68 b illion b ud g et and  the final 
p roject w as com p leted  ap p roxim ately one year ahead  
of sched ule.  A lso, in O ctob er 20 0 8, C L& P  and  W M E C O  
filed  siting  ap p lications to  b uild  their p ortions of the  
$714  m illion G reater Sp ring field  R eliab ility P roject, 
w hich is the larg est p roject w ithin the N ew  E ng land  
E ast-W est Solutions (N E E W S) series of p rojects.  R efer 
to  “B usiness D evelop m ents and  C ap ital E xp end itures 
- R eg ulated  C om p anies - Transm ission Seg m ent” in 
this M anag em ent’s D iscussion and  A nalysis for further 
d iscussion.

W e p roject consolid ated  20 0 9  earning s of b etw een 
$ 1.80  p er share and  $2.0 0  p er share, includ ing  earning s 
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of b etw een $ 1.0 0  p er share and  $ 1.10  p er share at our 
d istrib ution seg m ent, b etw een $0 .85 p er share and   
$0 .90  p er share at our transm ission seg m ent and  
b etw een $0 .0 0  p er share and  $0 .0 5 p er share at our 
rem aining  com p etitive b usinesses, and  net exp enses 
of $0 .0 5 p er share at N U  p arent and  other com p anies.  
This p rojection assum es the issuance of b etw een $250  
m illion and  $30 0  m illion of ad d itional eq uity in m id -
20 0 9.  O ur 20 0 9  forecast reflects o ur exp ectations 
o f low er electric sales and  hig her p ension and  
uncollectib le exp ense than w hat w e exp erienced  in 
20 0 8, d ue to  current econom ic cond itions.  

D uring  20 0 8, w e announced  that our corp orate 
head q uarters w ill b e relocated  from  its current location 
in B erlin, C onnecticut to  a recently p urchased  of ce 
b uild ing  in d ow ntow n H artford , C onnecticut.  W e 
exp ect to  m ove ap p roxim ately 175 corp orate em p loyees 
into  H artford  by the sum m er of 20 0 9.  

Legal, R egulatory and Other Items:
O n January 28, 20 0 8, the C onnecticut D ep artm ent of 
P ub lic U tility C ontrol (D P U C ) ap p roved  an increase 
in C L& P ’s annual d istrib ution rates of $77.8  m illion, 
e_ ective Feb ruary 1, 20 0 8, and  an increm ental $20 .1 
m illion annual increase, e_ ective Feb ruary 1, 20 0 9.  

O n M arch 13, 20 0 8, w e entered  into  a settlem ent 
ag reem ent w ith C on E d ison that settled  all claim s in 
the civil law suit b etw een C on E d ison and  us relating  to  
our p rop osed  b ut unconsum m ated  m erg er.  U nd er the 
term s of the settlem ent ag reem ent, w e p aid  C on E d ison 
$4 9.5 m illion on M arch 26, 20 0 8, w hich resulted  in an  
after-tax charg e of $29.8  m illion.  This am ount is not 
recoverab le from  ratep ayers.  

O n M arch 24 , 20 0 8, the Fed eral E nerg y R eg ulatory 
C om m ission (FE R C ) issued  a rehearing  ord er 
confirm ing  its initial d ecision setting  the b ase return 
on eq uity (R O E ) for transm ission p rojects for the 
N ew  E ng land  transm ission ow ners.  Includ ing  a final 
ad justm ent, the ord er p rovid es a b ase R O E  of 11.14  
p ercent for the p eriod  b eg inning  N ovem b er 1, 20 0 6.  
The ord er also  af rm ed  F E R C ’s earlier d ecision g ranting  
a 10 0  b asis p oint ad d er for transm ission p rojects that 
are p art of the N ew  E ng land  Ind ep end ent System  
O p erator (ISO -N E ) R eg ional System  P lan and  are 
com p leted  and  on line by D ecem b er 31, 20 0 8.  In 20 0 8, 
w e ad d ed  $6 m illion in transm ission seg m ent earning s 
related  to  this ord er.

O n June 11, 20 0 8, the D P U C  issued  a final order requiring  
Yankee G as to  refund  to  custom ers approxim ately 
$5.8 m illion in p revious recoveries through Yankee G as’ 
P urchased  G as A djustm ent (P G A ) clause.  Yankee G as 
results for 20 0 8 reflect an after-tax charge of $3.5 m illion 
associated  w ith that d ecision.   

O n July 16, 20 0 8, the M assachusetts D epartm ent of 
P ublic U tilities (D PU ) issued  a d ecision requiring  all g as 
and  electric utilities to  file full d ecoupling  p roposals w ith 
their next g eneral rate case.  O n Septem ber 2, 20 0 8, 
W M E C O  notified  the D P U  that it expects to  file its next 
d istribution rate case in m id -20 10  to  b e e_ ective January 
1, 20 11.  The d istribution rate case w ill include a p roposal 
to  fully d ecouple d istribution revenues from  kilow att-
hour (K W H ) sales.

O n July 17, 20 0 8, the FE R C  confirm ed  the 10 0  b asis 
p oint incentive R O E  for the M iddletow n-N orw alk 
transm ission p roject and  approved  an additional 50  b asis 
p oints, capped  at the overall R O E  lim it, to  the R O E  C L& P  
w ill earn on the advanced  technology aspects of its 24 -
m ile underground  p ortion of the 69-m ile p roject, w hich 
entered  service in D ecem ber 20 0 8.  This d ecision adds 
approxim ately $0 .9  m illion to  C L& P ’s annual transm ission 
segm ent earnings b eginning  in 20 0 9.

In O ctob er 20 0 8, C L& P  had  entered  into  contracts for 
d i_ erences (C fD s) w ith d evelop ers of three p eaking  
g eneration units ap p roved  by the D P U C .  These units 
w ill have a total of ap p roxim ately 50 0  m eg aw atts (M W ) 
of p eaking  cap acity.  A s d irected  by the D P U C , C L& P  
and  The U nited  Illum inating  C om p any (U I) entered  into  
a sharing  ag reem ent, w hereby C L& P  is resp onsib le for 
80  p ercent and  U I for 20  p ercent of the net costs or 
b enefits of these C fD s.  C L& P ’s p ortion of the costs and  
b enefits w ill b e p aid  by or refund ed  to  its custom ers.  

O n N ovem ber 17, 20 0 8, the FE R C  issued  an order 
g ranting  incentives and  rate am endm ents to  N ational 
G rid  U SA  and  us for N E E W S  transm ission upgrade 
com ponents.  O ur p ortion of these com ponents is 
currently estim ated  to  com prise about $1.4 1 b illion 
of the total $1.49  b illion cost estim ate for our p ortion 
of N E E W S.  The approved  incentives included  cash 
recovery through rates for 10 0  p ercent construction w ork 
in p rogress (C W IP), an incentive R O E  of 12.89  p ercent 
and  recovery of p rudently incurred  costs associated  
w ith p roject elem ents that m ay b e cancelled  for reasons 
outside of our control or N ational G rid  U SA ’s control.  

O n D ecem ber 11, 20 0 8, a m ajor ice storm  struck p ortions 
of N ew  E ngland  causing  approxim ately $10 0  m illion of 
d am age to  P SN H ’s, W M E C O ’s and  C L& P ’s d istribution 
system s.  This w as the m ost severe ice storm  in P SN H ’s 
history, and  m ost of the $10 0  m illion in d am ages w as 
to  its system .  C L& P ’s system  su_ ered  the least am ount 
of d am age from  the storm .  Som e of these costs are 
covered  by insurance, a sm all p ortion w as expensed  in 
20 0 8 and  the b alance should  b e recoverable in future 
rates and  has b een d eferred  or capitalized.  N one of the 
com panies experienced  a m aterial im pact to  their results 
of operations from  this storm . 

O n D ecem b er 12, 20 0 8, N U  and  N STA R  sub m itted  
a joint p etition for a d eclaratory ord er to  the F E R C  
to  allow  N U  and  N STA R  to  enter into  a b ilateral 
transm ission services ag reem ent w ith H .Q . E nerg y 
Services (U .S.) Inc. (H Q U S), a w holly-ow ned  sub sid iary 
of H yd ro -Q uéb ec.  U nd er such an ag reem ent, N U  
and  N STA R  w ould  sell 1,20 0  M W  of firm  electric 
transm ission service over a new ly constructed , 
p articip ant-fund ed  transm ission tie line connecting  
N ew  E ng land  w ith the H yd ro -Q uéb ec system  in ord er 
for H Q U S  to  sell and  d eliver into  N ew  E ng land  this 
sam e am ount of firm  electric p ow er from  C anad ian 
low -carb on energ y resources.  N U , N STA R  and  H Q U S  
have sig ned  m em orand a of und erstand ing  to  d evelop  
this transm ission p roject on an exclusive b asis.  O ur 
p ortion of this p roject is currently estim ated  to  cost 
ap p roxim ately $525 m illion.  R efer to  “B usiness 
D evelop m ent and  C ap ital E xp end itures” in this 
M anag em ent’s D iscussion and  A nalysis for  
further d iscussion.

O n January 15, 20 0 9, the D P U C  issued  a final d ecision 
reversing  its D ecem b er 20 0 5 d raft d ecision reg ard ing  
C L& P ’s p rop osed  m ethod olog y to  calculate the variab le 
incentive p ortion of its transition service p rocurem ent 
fee in 20 0 4 .  The final d ecision conclud ed  that C L& P  
w as not elig ib le for this p rocurem ent incentive.  C L& P  
recovered  the $5.8  m illion p re-tax am ount, w hich 
w as record ed  in 20 0 5 earning s.  A  $5.8  m illion p re-
tax charg e (ap p roxim ately $3.5 m illion net of tax) 
w as record ed  in the 20 0 8  earning s of C L& P, and  an 
ob lig ation to  refund  the $5.8  m illion to  custom ers w as 
estab lished  as of D ecem b er 31, 20 0 8.  C L& P  filed  an 
ap p eal of this d ecision on Feb ruary 26, 20 0 9.  

Liq uidity:
W hile the im p act o f co ntinued  m arket volatility and  
the extent and  im p acts o f any econom ic d ow nturn 
cannot b e p red icted , w e currently b elieve that w e have 
suf cient o p erating  flexib ility and  access to  fund ing  
sources to  m aintain ad eq uate liq uid ity (as evid enced  
by C L& P ’s issuance o f $250  m illion o f 10 -year b ond s in 
Feb ruary 20 0 9  at 5.5 p ercent).  The cred it o utlooks for 
N U  p arent and  o ur reg ulated  com p anies are all stab le.  
O ur co m p anies have m od est risk o f calls for collateral.  
W e also  have o nly o ne series o f b o nd s m aturing  b efore 
20 12 ($50  m illion in the second  q uarter o f 20 0 9), 
and  cap ital exp end itures p rojected  for 20 0 9  are 
sig nificantly less than 20 0 8.  N o  cash contrib utions to  
o ur p ension p lan are req uired  d uring  20 0 9; how ever, 
d ue to  the sub stantial d ecrease in o ur p ension p lan 
assets in 20 0 8  and  unless there is a chang e in current 
fund ing  req uirem ents, w e w ill b e req uired  to  m ake an 
estim ated  $ 150  m illion contrib ution in 20 10 .  R efer to  
“Liq uid ity - Im p act o f F inancial M arket C ond itions”  
in  this M anag em ent’s D iscussion and  A nalysis for 
further d iscussion.

18

D.P.U. 10-170 
Attachment AG-1-4(c) 
Page 19 of 94



O ur cash cap ital exp end itures totaled  $ 1.3 b illion in 20 0 8, com p ared  w ith $ 1.1 b illion 

in 20 0 7.  W e w ere successful in m eeting  our extensive 20 0 8  cap ital p lan.  In 20 0 9, w e 

exp ect cash cap ital exp end itures to  b e ap p roxim ately $880  m illion, p rim arily b ecause 

of low er transm ission cap ital exp end itures at C L& P.  

W e issued  $760  m illion of long -term  d eb t in 20 0 8  at rates of b etw een 5.65 p ercent 

and  6.9  p ercent, and  $250  m illion in Feb ruary 20 0 9  at a rate of 5.5 p ercent.  W e exp ect 

further external financing s totaling  $4 0 0  m illion to  $4 50  m illion in m id -20 0 9  (or earlier 

d ep end ing  on m arket op p ortunities), includ ing  ap p roxim ately $ 150  m illion of long -term  

d eb t by P SN H , sub ject to  reg ulatory ap p roval, and  b etw een $250  m illion and  $30 0  

m illion of ad d itional eq uity by N U  p arent.  R efer to  “Liq uid ity” in this M anag em ent’s 

D iscussion and  A nalysis for further d iscussion.

O n June 30 , 20 0 8, d ue to  the availab ility and  low er relative cost of other liq uid ity 

sources, C L& P  chose to  term inate the arrang em ent und er w hich C L& P  could  sell to  a 

financial institution up  to  $ 10 0  m illion of accounts receivab le and  unb illed  revenues.

A fter rate red uction b ond  (R R B ) p aym ents includ ed  in financing  activities, w e had  cash 

flow s p rovid ed  by op erations in 20 0 8  of $4 18.5 m illion, w hich rep resented  an increase 

of $4 29.8  m illion from  20 0 7.  This increase w as p rim arily d ue to  the ab sence in 20 0 8  

of ap p roxim ately $4 0 0  m illion in tax p aym ents in 20 0 7 related  to  the 20 0 6 sale of the 

com p etitive g eneration b usiness, p artially o_ set by the litig ation settlem ent p aym ent 

to  C on E d ison of $4 9.5 m illion in 20 0 8.  R efer to  “Liq uid ity - C onsolid ated ” in this 

M anag em ent’s D iscussion and  A nalysis for further d iscussion.

In 20 0 9, w e p roject op erating  cash flow s of ap p roxim ately $50 0  m illion, after 

rep aym ent of R R B s.  This p rojection d oes not includ e any contrib utions to  our 

p ension p lan, as they are not req uired  to  b e p aid  in 20 0 9.  The p rim ary reasons for the 

p rojected  increase from  20 0 8  are that our m ajor southw est C onnecticut transm ission 

p rojects w ill b e fully reflected  in rates in 20 0 9  d ue to  their com p letion in the second  

half of 20 0 8  and  that the 20 0 8  C on E d ison settlem ent p aym ent is ab sent in 20 0 9, 

p artially o_ set by the p aym ent in 20 0 9  of m ajor storm  costs incurred  in D ecem b er 

20 0 8  that likely w ill not b e fully recovered  from  custom ers in 20 0 9.  E xclud ing  

p otential contrib utions to  our p ension p lan, w e currently p roject our internally-

g enerated  cash flow s to  g row  to  ap p roxim ately $ 1 b illion by 20 13.  

A s of Feb ruary 25, 20 0 9, w e had  ap p roxim ately $4 66 m illion of externally invested  

cash. A t this tim e, w e also  had  ap p roxim ately $51 m illion of b orrow ing  availab ility on 

our revolving  cred it lines, exclud ing  the rem aining  unfund ed  com m itm ent of Lehm an 

B rothers C om m ercial B ank (LB C B ) (refer to  “Liq uid ity - Im p act of F inancial M arket 

C ond itions” for further d iscussion).    

Overview

Consolidated:  W e earned  $260 .8 m illion, or $ 1.67 p er share, in 20 0 8, com p ared  w ith 

$24 6.5 m illion, or $ 1.59  p er share, in 20 0 7 and  $470 .6 m illion, or $3.0 5 p er share, in 20 0 6.  

R esults for 20 0 8  includ ed  an after-tax charg e of $29.8  m illion, or $0 .19  p er share, resulting  

from  the settlem ent of litig ation w ith C on E d ison.  E xclud ing  that charg e, our earning s 

in 20 0 8  w ere $290 .6 m illion, or $ 1.86 p er share.  R esults for 20 0 6 includ ed  an after-

tax g ain of $314  m illion, or $2.0 3 p er share, associated  w ith the sale of our com p etitive 

g eneration b usiness, and  a red uction in incom e tax exp ense at C L& P  of $74  m illion, or 

$0 .4 8  p er share, p ursuant to  a P LR  received  from  the IR S.  R esults in 20 0 7 and  20 0 6 

includ ed  d iscretionary p re-tax d onations to  the N U  Found ation (Found ation) of $3 m illion 

and  $25 m illion, resp ectively.  There w as no  such contrib ution in 20 0 8.  A  sum m ary of 

our earning s, w hich also  reconciles the non-G A A P  m easures of consolid ated  non-G A A P  

earning s and  E P S, as w ell as E P S  by seg m ent, to  the m ost d irectly com p arab le G A A P  

m easures of consolid ated  net incom e and  fully d iluted  E P S, for 20 0 8, 20 0 7 and  20 0 6 is 

as follow s:

 For the Years E nded Decemb er 31,

 20 0 8  20 0 7 20 0 6

(Millions of Dollars, except per share amounts) 

 Amount P er Share Amount P er Share Amount P er Share

Net Income (GAAP) $ 260 .8   $ 1.67  $ 246.5 $ 1.59 $ 470 .6  $ 3.0 5

R eg u la ted  comp a nies  $ 28 9.1  $ 1.8 5  $ 228 .7 $ 1.47 $ 18 3.3  $ 1.19
C omp etitiv e b u s ines s es   13.1   0 .0 8    11.7  0 .0 8   (10 2.7 )  (0 .66 )
NU  p a rent a nd   
  oth er comp a nies   (11.6 )  (0 .0 7 )  6.1  0 .0 4  2.0    0 .0 1

Non-GAAP ea rning s    290 .6   1.8 6   246.5  1.59  8 2.6   0 .54
C on E d is on litig a tion  
  ch a rg e  (29.8  )  (0 .19 )  -   -   -   -
Ga in on s a le of  
  comp etitiv e b u s ines s   -    -    -   -   314.0    2.0 3
R ed u ction in income ta x   
  ex p ens e (PL R )  -    -    -   -   74.0    0 .48

Net Income (GAAP) $ 260 .8   $ 1.67  $ 246.5 $ 1.59 $ 470 .6  $ 3.0 5

R egulated Comp anies:  O ur reg ulated  com p anies seg m ent their earning s b etw een their 

electric transm ission seg m ents and  their electric and  g as d istrib ution seg m ents, w ith 

P SN H  g eneration includ ed  in the electric d istrib ution seg m ent. A  sum m ary of reg ulated  

com p any earning s by seg m ent for 20 0 8, 20 0 7 and  20 0 6 is as follow s:

                                                                                   For the Years E nded Decemb er 31,

(Millions of Dollars)  20 0 8   20 0 7  20 0 6

C L & P T ra ns mis s ion*  $ 115.6 $ 66.7 $ 46.9
PS NH  T ra ns mis s ion  16.7  10 .7  8 .3
W M E C O  T ra ns mis s ion  6.0   5.1  4.6

     T ota l T ra ns mis s ion*  $ 138 .3 $ 8 2.5 $ 59.8

C L & P D is trib u tion*  $ 70 .0  $ 61.4 $ 147.6
PS NH  D is trib u tion   41.4  43.7  27.0
W M E C O  D is trib u tion  12.3  18 .5  11.0
Y a nk ee Ga s   27.1  22.6  11.9

     T ota l D is trib u tion*  $ 150 .8  $ 146.2 $ 197.5

Net Income - R eg u la ted   
  C omp a nies *  $ 28 9.1 $ 228 .7 $ 257.3

*A fter p referred  d ivid end s of C L& P  in all years.

The hig her 20 0 8  and  20 0 7 transm ission seg m ent earning s reflect a hig her level of 

investm ent in this seg m ent as w e continued  to  b uild  out our transm ission infrastructure 

to  m eet the region’s reliability needs.  C L& P ’s transm ission segm ent earnings increased  

p rim arily d ue to  the investm ent by C L& P  of approxim ately $1.6 billion since the b eginning  

of 20 0 5 in the southw est C onnecticut transm ission p rojects that w ere com pleted  in 20 0 8.  

A t D ecem ber 31, 20 0 8, our transm ission segm ent rate b ase w as approxim ately $2.4  b illion, 

com pared  w ith approxim ately $1.5 b illion at D ecem ber 31, 20 0 7.  

C L& P ’s 20 0 8 d istribution segm ent earnings w ere $8.6 m illion higher than 20 0 7 p rim arily 

d ue to  higher d istribution revenues resulting  from  a d istribution rate increase e_ ective 

February 1, 20 0 8, a settlem ent of federal tax m atters, a low er e_ ective incom e tax rate, 

and  higher other revenues resulting  from  financial incentives under C onnecticut’s “A ct 
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C oncerning  E nergy Independence” to  p rom ote d istributed  
g eneration and  d em and  side m anagem ent.  These item s 
w ere p artially o_ set by a 3.7 p ercent d ecline in sales, 
higher operating  costs, including  full-year storm  expenses, 
m aintenance expenses, and  interest expense, a $5.8 m illion 
p re-tax charge to  refund  the 20 0 4  p rocurem ent incentive 
fee that w as recognized  in 20 0 5 earnings, and  losses on 
investm ents in the Trust U nder Supplem ental E xecutive 
R etirem ent P lan (“supplem ental b enefit trust”).  C L& P ’s 
d istribution segm ent R egulatory R O E  w as 7.5 p ercent 
in 20 0 8 and  7.9  p ercent in 20 0 7.  W e expect C L& P ’s 
d istribution segm ent R egulatory R O E  in 20 0 9  w ill b e 
approxim ately 7 p ercent.  

P SN H ’s d istribution segm ent earnings in 20 0 8 w ere $2.3 
m illion low er than 20 0 7.  The d ecrease in 20 0 8 earnings 
w as p rim arily d ue to  higher operating  costs including  full-
year storm  expenses, d epreciation, and  interest expense, 
a 2.5 p ercent d ecline in sales, losses on the supplem ental 
b enefit trust and  the absence of a $4 .5 m illion p re-tax 
b enefit from  the im plem entation of the retail transm ission 
cost tracking  m echanism  in the second  q uarter of 20 0 7.  
These item s w ere p artially o_ set by an increase in P SN H ’s 
d istribution revenues that resulted  from  d istribution rate 

increases on July 1, 20 0 7 and  January 1, 20 0 8, a p re-tax 
ad justm ent to  its g eneration cost recovery m echanism  
of $ 1.9  m illion, and  a settlem ent of fed eral tax m atters.  
P SN H ’s d istrib ution seg m ent R eg ulatory R O E  w as 8.3 
p ercent in 20 0 8  and  9.5 p ercent in 20 0 7.  W e exp ect 
P SN H ’s d istrib ution seg m ent R eg ulatory R O E  in 20 0 9  
w ill b e ap p roxim ately 8  p ercent, w ith the earning s of the 
g eneration p ortion of this seg m ent b ased  on its authorized  
R O E  of 9.8  p ercent. 

W M E C O ’s 20 0 8  d istrib ution seg m ent earning s w ere 
$6.2 m illion low er than 20 0 7 p rim arily d ue to  hig her 
op erating  costs, includ ing  full-year storm  exp enses, and  
uncollectib les exp ense, a 4 .2 p ercent d ecline in sales, a $ 1.6 
m illion p re-tax charg e related  to  a D P U  ruling  on W M E C O ’s 
20 0 5 and  20 0 6 transition cost reconciliations, a $ 1.3 
m illion p re-tax charg e for p otential refund s to  custom ers 
from  an assessm ent und er the D P U ’s service q uality ind ex 
criteria, and  losses on the sup p lem ental b enefit trust.  
These item s w ere p artially o_ set by a $3 m illion annualized  
d istrib ution rate increase that took e_ ect January 1, 
20 0 8  and  a settlem ent of fed eral tax m atters.  W M E C O ’s 
d istrib ution seg m ent R eg ulatory R O E  w as 7.2 p ercent 
in 20 0 8  and  9.7 p ercent in 20 0 7.  W e exp ect W M E C O ’s 

d istrib ution seg m ent R eg ulatory R O E  in 20 0 9  w ill b e 
ap p roxim ately 8  p ercent.

Yankee G as’ earning s in 20 0 8  w ere $4 .5 m illion hig her 
than 20 0 7 p rim arily d ue to  a d istrib ution rate increase 
that took e_ ect on July 1, 20 0 7 and  a 2.1 p ercent increase 
in firm  natural g as sales.  These increases w ere p artially 
o_ set by hig her op erating  costs, includ ing  uncollectib les 
exp ense, m aintenance exp ense, and  interest exp ense, and  
a D P U C  ord er req uiring  Yankee G as to  refund  $5.8  m illion 
of p revious g as cost recoveries.  Yankee G as’ R eg ulatory 
R O E  w as 8.3 p ercent in 20 0 8  and  8.7 p ercent in 20 0 7.  
W e exp ect Yankee G as’ R eg ulatory R O E  in 20 0 9  w ill b e 
ap p roxim ately 9  p ercent.  

For the d istrib ution seg m ent of our reg ulated  com p anies, 
a sum m ary of chang es in C L& P, P SN H  and  W M E C O  retail 
electric K W H  sales and  Yankee G as firm  natural g as sales 
for 20 0 8  as com p ared  to  20 0 7 on an actual and  w eather 
norm alized  b asis (using  a 30 -year averag e)  
is as follow s:

    W eather      W eather
  W eather  N ormalized  W eather  W eather  N ormalized 
  N ormalized Percentage Percentage  N ormalized  N ormalized Percentage Percentage 
 P ercentage P ercentage (Decrease)/ (Decrease)/ P ercentage P ercentage P ercentage P ercentage (Decrease)/ (Decrease)/ 
 Decrease Decrease Increase Increase Decrease Decrease Decrease Decrease Increase Increase

R es id entia l (4.1)% (2.7)% (2.2)% (1.0 )% (3.1)% (2.1)% (3.6)% (2.3)% (2.0 )% (0 .1)% 
C ommercia l (1.3)% (0 .7)% (1.2)% (0 .4)% (2.6)% (2.1)% (1.4)% (0 .8 )% (0 .2)% 1.4 % 
Ind u s tria l (9.8 )% (9.3)% (6.1)% (5.4)% (8 .7)% (8 .5)% (8 .6)% (8 .1)% 9.2 % 9.6 % 
O th er (3.2)% (3.2)% 2.2 % 2.2 % (14.6)% (14.6)% (3.7)% (3.7)% - % -  %

T ota l (3.7)% (2.8 )% (2.5)% (1.6)% (4.2)% (3.5)% (3.5)% (2.6)% 2.1 % 3.4 %

                      E lectric  F irm N atural G as

 CL& P  PSN H  W MECO Total Yankee G as

20

 E lectric F irm N atural G as

      Percentage
   Percentage   (Decrease)/ 
 20 0 8 20 0 7 Decrease 20 0 8 20 0 7 Increase

R es id entia l  14,50 9 15,0 51 (3.6)% 13,467 13,742 (2.0 )%
C ommercia l  14,8 8 5 15,10 3 (1.4)% 12,939 12,965 (0 .2)%
Ind u s tria l  5,149 5,635 (8 .6)% 13,310  12,193 9.2 %
O th er  340  353 (3.7)% -  -  - %

T ota l*  34,8 8 3 36,142 (3.5)% 39,717 38 ,90 0  2.1 %

 
*Amounts may not total due to rounding of GWH. 

A  sum m ary of our retail electric sales in g ig aw att hours (G W H ) for C L& P, P SN H  and  W M E C O  and  firm  natural g as sales in 
m illion cub ic feet for Yankee G as for 20 0 8  and  20 0 7 is as follow s:
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R etail electric sales for 20 0 8  w ere low er than 20 0 7.  
The 20 0 8  w eather norm alized  d ecrease of 2.6 p ercent 
reflects the fact that our custom ers are resp ond ing  to  the 
increased  costs of energ y and  to  the ad verse econom ic 
cond itions of our reg ion and  the nation.  W e b elieve 
custom ers w ill continue to  resp ond  to  these factors 
and  to  the recent d isrup tions and  ong oing  uncertainty 
in the financial m arkets, and  have estim ated  a d ecline 
of ap p roxim ately 1 p ercent in w eather norm alized  
electric sales in 20 0 9, w hich is reflected  in our earning s 
g uid ance.  W e exp erienced  p ositive g row th in our w eather 
norm alized  electric sales of 1.3 p ercent for January 20 0 9.  

C hang es in electric sales, how ever, have less of an  
im p act on the earning s of the electric com p anies than 
in p rior years b ecause non-d istrib ution rate revenues, 
w hich rep resented  ap p roxim ately 76 p ercent of electric 
com p any revenues in 20 0 8, are tracked  and  reconciled  to  
actual costs.  N on-d istrib ution rate revenues includ e the 
energ y, strand ed  cost, retail transm ission and  fed erally 
m and ated  cong estion costs (FM C C ) charg es and  other 
com p onents of rates.  For non-d istrib ution rate revenues, 
the only im p act to  earning s is from  carrying  costs on 
over- or und errecoveries.  W ith resp ect to  the d istrib ution 
revenues, ab out tw o -third s of C L& P ’s and  W M E C O ’s 
revenues and  ab out one-half of P SN H ’s revenues are 
recovered  throug h charg es that are not d ep end ent on 
overall sales volum es, such as the custom er charg e and  the 
d em and  charg e.

In ad d ition to  the m anner in w hich the d istrib ution 
rate revenues are recovered  from  custom ers, there are 
o ther reasons w hy chang es in 20 0 8  sales as co m p ared  
to  20 0 7 had  less o f an  im p act o n o ur earning s.  F o r 
exam p le, som e o f the d ecline in 20 0 8  ind ustrial sales w as 
d ue to  q ualified  d istrib uted  g eneration in C o nnecticut 
rep lacing  o ur d istrib ution.  U nd er C onnecticut statute, 
C L& P  is entitled  to  recover this lost d istrib ution revenue 
throug h its F M C C  charg e.  A lso, som e o f the d ecline 
in 20 0 8  com m ercial sales w as attrib utab le to  certain 
g enerators w ho, in p revious p eriod s, took station service 
from  C L& P  as retail com m ercial custom ers b ut now  are 
served  d irectly by ISO -N E  as w holesale custom ers.  These 
custom ers are interconnected  to  the transm ission system  
and  d o  no t co ntrib ute to  d istrib ution revenues, therefore 
the loss o f lo ad  from  these custom ers in 20 0 8  d id  not 
im p act o ur earning s.

Firm  natural g as sales in 20 0 8  w ere hig her than 20 0 7.   
The 20 0 8  results reflect w arm er w eather in the first 
q uarter, cold er w eather in the fourth q uarter and  an 
increase in ind ustrial sales p rim arily d ue to  custom er-
ow ned  g as-fired  d istrib uted  g eneration and  favorab le 
natural g as p rices relative to  oil.  Sim ilar to  our electric 
d istrib ution com p anies, Yankee G as recovers a sig nificant 
p ortion of its d istrib ution revenues, ap p roxim ately 

4 0  p ercent, throug h charg es that are not d ep end ent 
on usag e.  O ur 20 0 9  earning s g uid ance reflects an 
estim ated  increase in w eather norm alized  firm  g as sales of 
ap p roxim ately 2.5 p ercent.  

C onsistent w ith our sales results in 20 0 8, our 
uncollectib les exp ense has also  b een influenced  by the 
ad verse econom ic cond itions of our reg ion.  O ur w rite-o_ s 
as a p ercentag e of revenues increased  in 20 0 8  for all our 
d istrib ution com p anies.  Sim ilar to  chang es in our retail 
sales, chang es in our uncollectib les exp ense have less of 
an im p act on earning s of our d istrib ution com p anies than 
in p rior years.  For exam p le, a p ortion of the uncollectib les 
exp ense for each of the electric d istrib ution com p anies 
is allocated  to  its resp ective energ y sup p ly rate and  
recovered  as a tracked  exp ense.  C L& P, P SN H  and  W M E C O  
im p lem ented  their trackers for this allocated  p ortion 
of uncollectib les exp ense on Feb ruary 1, 20 0 8, July 1, 
20 0 7, and  January 1, 20 0 7, resp ectively.  A d d itionally, for 
C L& P  and  Yankee G as, w rite-o_ s attrib utab le to  hard ship  
custom ers are tracked  and  fully recovered  in the System  
B enefits C harg e (SB C ) as uncollectib le exp ense and  
in the b ase d istrib ution rate as am ortization exp ense, 
resp ectively.  In 20 0 8, our total uncollectib les exp ense 
w as ap p roxim ately $75 m illion or $25 m illion hig her than 
20 0 7.  O ver $ 13 m illion of the increase w as attrib utab le 
to  hard ship  accounts at C L& P.  F rom  a nontracked  
uncollectib les exp ense p ersp ective, the 20 0 8  exp ense 
w as ap p roxim ately $9  m illion g reater than w e orig inally 
exp ected .  In 20 0 9, w e exp ect our total uncollectib les 
exp ense w ill b e slig htly hig her than 20 0 8  and  the 
nontracked  p ortion of uncollectib les exp ense to  increase 
to  ap p roxim ately $30  m illion in 20 0 9.  This anticip ated  
increase of 10  p ercent or $3 m illion is reflected  in our 20 0 9  
earning s g uid ance.  

Comp etitive B usinesses:  N U  E nterp rises, w hich continues 
to  m anag e to  com p letion its rem aining  w holesale 
m arketing  contracts and  m anag es its energ y services 
activities, earned  $ 13.1 m illion in 20 0 8, or $0 .0 8  p er 
share, com p ared  w ith earning s of $ 11.7 m illion in 20 0 7, 
or $0 .0 8  p er share, and  $211.3 m illion, or $ 1.37 p er 
share, in 20 0 6.  The 20 0 8  results includ e a net after-tax 
red uction of earning s of $3.2 m illion associated  w ith the 
im p lem entation of Statem ent of F inancial A ccounting  
Stand ard s (SFA S) N o. 157, “Fair V alue M easurem ents.”  
C om p etitive b usiness earning s in 20 0 8  also  includ ed  
p ositive m ark-to -m arket after-tax results of $4 .3 m illion 
associated  w ith Select E nerg y, Inc.’s (Select E nerg y) 
w holesale m arketing  contracts, as com p ared  to  neg ative 
m ark-to -m arket after-tax results of $3.8  m illion in 20 0 7.  
The hig her com p etitive b usiness earning s in 20 0 6 w ere 
attrib utab le to  the $314  m illion after-tax g ain on the sale 
of the com p etitive g eneration b usiness, p artially o_ set 
by $70 .3 m illion of losses at the retail m arketing  b usiness, 
w hich w as sold  on June 1, 20 0 6.  

N U  Parent and Other Comp anies:  N U  p arent and  other 
com p anies record ed  net exp enses of $4 1.4  m illion, or 
$0 .26 p er share, in 20 0 8, com p ared  w ith net incom e of 
$6.1 m illion, or $0 .0 4  p er share, in 20 0 7, and  net incom e of 
$2 m illion, or $0 .0 1 p er share, in 20 0 6. The net exp enses 
in 20 0 8  p rim arily relate to  the p aym ent by N U  p arent to  
C on E d ison of $4 9.5 m illion in M arch 20 0 8  as p art of a 
com p rehensive settlem ent of litig ation initiated  in 20 0 1 
over the p rop osed  b ut unconsum m ated  m erg er b etw een 
the tw o  com p anies.  The d ecrease in net incom e from  
20 0 7 w as also  the result of red uced  interest incom e for 
N U  p arent on a sig nificantly low er level of cash in 20 0 8.  
N U  p arent carried  a hig h level of cash in the first q uarter 
of 20 0 7 after the sale of our com p etitive g eneration 
b usinesses on N ovem b er 1, 20 0 6.  M ost of that cash w as 
either invested  in the reg ulated  com p anies in 20 0 7 to  
sup p ort those com p anies’ cap ital p rog ram s or used  to  p ay 
taxes d ue in M arch 20 0 7 on the com p etitive g eneration 
b usiness sales.  A d d itionally, N U  p arent interest exp ense 
increased  in 20 0 8  d ue to  the rep lacem ent of $ 150  m illion 
of 3.3 p ercent senior notes that m atured  on June 1, 20 0 8  
w ith $250  m illion of 5.65 p ercent senior notes.

Future Outlook

E arnings G uidance:  A  sum m ary of our p rojected  20 0 9  
E P S  by seg m ent, w hich also  reconciles consolid ated  fully 
d iluted  E P S  to  the non-G A A P  m easure of E P S  by seg m ent, 
is as follow s: 

                                                                20 0 9  E P S R ange

(Ap p roximate amounts) Low  H igh

F u lly  D ilu ted  E PS  (GAAP) $ 1.8 0   $ 2.0 0

R eg u la ted  comp a nies :   
  D is trib u tion s eg ment $ 1.0 0   $ 1.10  
  T ra ns mis s ion s eg ment  0 .8 5   0 .90

T ota l reg u la ted  comp a nies   1.8 5   2.0 0
C omp etitiv e b u s ines s es   0 .0 0    0 .0 5 
NU  p a rent a nd  oth er comp a nies   (0 .0 5 )  (0 .0 5 )

F u lly  D ilu ted  E PS  (GAAP) $ 1.8 0   $ 2.0 0

This p rojection assum es the issuance of b etw een $250  
m illion and  $30 0  m illion of ad d itional eq uity in m id -
20 0 9.  O ur d istrib ution rates are b ased  in p art on historic 
op eration and  m aintenance costs, includ ing  p ension and  
other p ostretirem ent costs and  uncollectib le exp ense.  
P rim arily as a result of a sig nificant d ecline in our p ension 
assets d ue to  current financial m arket cond itions, w e 
exp ect that hig her p ension costs w ill result in a $0 .10  p er 
share neg ative im p act on earning s in 20 0 9, as com p ared  
w ith 20 0 8.  The d istrib ution seg m ent earning s forecast 
noted  ab ove reflects our exp ectations of low er electric 
sales and  hig her p ension and  uncollectib le exp ense than 
w hat w e exp erienced  in 20 0 8.
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Long-Term G row th  R ate:  W e p roject that w e w ill achieve an averag e com p ound ed  annual 

E P S  g row th rate o f b etw een 8  p ercent and  11 p ercent over 20 0 7 E P S  o f $ 1.59  throug h 

20 13.  B ased  o n current econom ic cond itions, w e b elieve w e w ill likely b e at the low er end  

o f this rang e.  This E P S  g row th rate assum es achieved  R eg ulatory R O E s o f ap p roxim ately 

12 p ercent for transm ission, b etw een 9.5 p ercent and  10  p ercent for g eneration and  

b etw een 9  p ercent and  9.5 p ercent for d istrib ution investm ents.  W e b elieve this g row th 

w ill b e achieved  if o ur cap ital p rog ram  is successfully d ep loyed  accord ing  to  o ur p lans, 

d istrib ution rate cases are ap p roved  to  earn reasonab le R eg ulatory R O E s and  F E R C ’s 

p resent transm ission p olicies rem ain consistent and  enab le us to  achieve p rojected  

transm ission R O E s.  

B usiness Develop ment and Cap ital E xp enditures

Consolidated:  O ur consolid ated  cap ital exp end itures, includ ing  am ounts incurred  b ut not 

p aid , cost of rem oval, allow ance for fund s used  d uring  construction (A FU D C ), and  the 

cap italized  p ortions of p ension and  P B O P  exp ense or incom e (all of w hich are non-cash 

factors in d eterm ining  rate b ase), totaled  $ 1.3 b illion in b oth 20 0 8  and  20 0 7 and  $94 5.8  

m illion in 20 0 6.  These am ounts includ e $33.2 m illion, $ 16 m illion and  $ 17.6 m illion in 20 0 8, 

20 0 7 and  20 0 6, resp ectively, that related  to  our corp orate service com p any and  other 

af liated  com p anies that sup p ort the reg ulated  com p anies.  

R egulated Comp anies:  W e p roject m aking  up  to  ap p roxim ately $7 b illion in cap ital 

investm ents for the reg ulated  com p anies from  20 0 9  throug h 20 13.  This p rojection includ es 

cap ital exp end itures of ap p roxim ately $525 m illion for our p ortion of the costs associated  

w ith the new  transm ission initiative w ith N STA R  and  H Q U S, and  ap p roxim ately $ 150  m illion 

for our corp orate service com p anies sup p orting  the reg ulated  com p anies.  G iven current 

financial cond itions, w e continue to  carefully exam ine each investm ent to  assess custom er 

b enefits, sharehold er b enefits and  the ab ility to  raise necessary cap ital.  

A  sum m ary of our p rojected  cap ital exp end itures for 20 0 9  throug h 20 13 is as follow s:

                                                                                                      Year

 20 0 9  20 10  20 11 20 12 20 13 20 0 9-20 13 

(Millions of Dollars)      Totals

C L & P T ra ns mis s ion $ 97 $  128  $ 267 $ 322 $ 160  $ 974 
PS NH  T ra ns mis s ion  58   177  40 0   273  154  1,0 62 
W M E C O  T ra ns mis s ion  70   121  30 8   30 6  8 3  8 8 8  
O th er T ra ns mis s ion  -   20   95  20 5  20 5  525

T ota ls  - T ra ns mis s ion  225  446  1,0 70   1,10 6  60 2  3,449

C L & P D is trib u tion  278   352  338   30 9  311  1,58 8  
PS NH  D is trib u tion  96  115  117  114  117  559 
W M E C O  D is trib u tion  30   38   33  33  34  168

T ota ls  - E lectric D is trib u tion   40 4  50 5  48 8   456  462  2,315

PS NH  Genera tion  156  199  144  8 3  41  623 
Y a nk ee Ga s  D is trib u tion  66  90   92  74  77  399 
C orp ora te s erv ice  
  comp a nies   70   34  21  13  12  150

T ota ls  $ 921 $ 1,274 $  1,8 15 $  1,732 $ 1,194 $ 6,936

A ctual cap ital exp end itures could  vary from  the p rojected  am ounts for the com p anies  

and  p eriod s ab ove.  B ased  on those estim ated  exp end itures, p rojected  transm ission,  

d istrib ution and  g eneration rate b ase at D ecem b er 31 of each year are as follow s:

                                                                                             Year

(Millions of Dollars)  20 0 9   20 10   20 11  20 12  20 13

C L & P T ra ns mis s ion $ 2,0 24 $ 2,0 33 $ 2,224 $ 2,433 $ 2,454 
PS NH  T ra ns mis s ion  314  325  666  1,0 8 9  1,18 9 
W M E C O  T ra ns mis s ion  125  218   48 8   729  8 76 
O th er T ra ns mis s ion  -   -   -   -   525

 T ota ls  - T ra ns mis s ion  2,463  2,576  3,378   4,251  5,0 44

C L & P D is trib u tion  2,351  2,557  2,724  2,8 51  2,971 
PS NH  D is trib u tion  774  8 65  954  1,0 42  1,0 95 
W M E C O  D is trib u tion  410   434  455  478   497

 T ota ls  - E lectric  
  D is trib u tion   3,535  3,8 56  4,133  4,371  4,563

PS NH  Genera tion  38 9  394  40 4  8 76  8 72 
Y a nk ee Ga s  D is trib u tion  712  739  793  8 51  8 90

T ota ls  $ 7,0 99 $ 7,565 $ 8 ,70 8  $ 10 ,349 $ 11,369 

 

The p rojected  cap ital exp end itures and  rate b ase am ounts reflected  ab ove assum e that 

P SN H ’s C lean A ir P roject w ill b e com p leted  by the end  of 20 12 at a cost of $4 57 m illion.  

They also  assum e that $ 1.4 9  b illion in transm ission p rojects associated  w ith N E E W S  w ill  

b e com p leted  b efore the end  of 20 13.  N um erous factors, som e of w hich are b eyond  our 

control, m ay im p act the reg ulated  com p anies’ rate b ase am ounts ab ove, includ ing  the level 

and  tim ing  of cap ital exp end itures and  p lant p laced  in service and  reg ulatory ap p rovals.

Transmission Segment:  Transm ission seg m ent cap ital exp end itures d ecreased  by $47.5 

m illion in 20 0 8  as com p ared  w ith 20 0 7 p rim arily d ue to  red uced  exp end itures at C L& P   

associated  w ith its transm ission system  p rojects in southw est C onnecticut. A  sum m ary  

of transm ission seg m ent cap ital exp end itures by com p any in 20 0 8, 20 0 7 and  20 0 6 is  

as follow s:

                                                                       For the Years E nded Decemb er 31,

(Millions of Dollars)  20 0 8   20 0 7  20 0 6

C L & P $ 58 6.3 $ 660 .6 $ 415.6
PS NH   8 1.9  8 0 .7  36.1
W M E C O *   44.2  19.3  13.0
H W P*   1.9  1.2  0 .8

T ota ls  $ 714.3 $ 761.8  $ 465.5

* D oes not includ e the transfer of $4  m illion in transm ission assets from  H olyoke W ater 

P ow er C om p any (H W P ) and  its sub sid iary, H olyoke P ow er and  E lectric C om p any (H P& E ),  

to  W M E C O  in D ecem b er 20 0 8.
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O f its $586.3 m illion in transm ission cap ital exp end itures in 20 0 8, C L& P  invested   
ap p roxim ately $470  m illion to  com p lete its $ 1.6 b illion series of four m ajor transm ission 

p rojects in southw est C onnecticut.  The first of those p rojects, the 21-m ile 34 5 kilovolt 

(K V )/115 K V  overhead  and  und erg round  transm ission line b etw een B ethel, C onnecticut 

and  N orw alk, C onnecticut, w as p laced  in service in 20 0 6.  The rem aining  three p rojects 

that entered  service in 20 0 8  are as follow s:

The 69-m ile, 34 5 K V/115 K V  transm ission p roject from  M id d letow n to  N orw alk, 

C onnecticut (M id d letow n-N orw alk) that w as constructed  jointly w ith U I.  C L& P ’s 

p ortion of this p roject cost ap p roxim ately $950  m illion, $ 10 0  m illion low er than the 
earlier estim ate of $ 1.0 5 b illion p rim arily d ue to  a d ecrease in cap italized  financing  
costs b ecause of the earlier-than-exp ected  in service d ate.  O f the $950  m illion, 

ap p roxim ately $334  m illion w as cap italized  in 20 0 8.  The 4 5-m ile overhead  section 

of the p roject entered  service on A ug ust 28, 20 0 8.  The 24 -m ile und erg round  section 
entered  service on D ecem b er 16, 20 0 8.  

The tw o -cab le, nine-m ile, 115 K V  und erg round  transm ission p roject b etw een N orw alk 

and  Stam ford , C onnecticut (G lenb rook C ab les), w hich entered  service ahead  of 

sched ule on N ovem b er 11, 20 0 8.  This p roject cost ap p roxim ately $239  m illion, w hich 
is $ 16 m illion hig her than the p revious estim ate d ue to  increased  construction costs 
related  to  und erg round  ob stacles.  O f the $239  m illion, ap p roxim ately $ 10 2 m illion w as 

cap italized  in 20 0 8.

The 138  K V, 11-m ile und ersea transm ission p roject b etw een N orw alk, C onnecticut 
and  N orthp ort-Long  Island , N ew  York (Long  Island  R ep lacem ent C ab le), w hich w as 

com p leted  in Sep tem b er 20 0 8.  C L& P ’s 51 p ercent p ortion of the p roject w ith Long  
Island  P ow er A uthority is estim ated  to  b e ap p roxim ately $78  m illion, w hich rep resents 

a $7 m illion increase over the p revious estim ate.  O f the $78  m illion, ap p roxim ately  

$33 m illion w as cap italized  in 20 0 8.

In 20 0 8, in ad d ition to  the ap p roxim ately $470  m illion invested  in the three p rojects  
noted  ab ove, C L& P, P SN H , W M E C O  and  H W P  invested  ap p roxim ately $24 4  m illion in 

other transm ission p rojects.  

In O ctob er 20 0 8, w e com m enced  state reg ulatory filing s for our next series of m ajor 
transm ission p rojects, N E E W S.  That series of p rojects involves our construction of new  

overhead  34 5 K V  lines in M assachusetts and  C onnecticut as w ell as associated  sub station 

w ork and  115 K V  reb uild s.  O ne of the p rojects w ill connect to  a new  transm ission line that 

N ational G rid  U SA  p lans to  b uild  in R hod e Island  and  M assachusetts.  O n Sep tem b er 24 , 

20 0 8, the ISO -N E  issued  its final technical ap p roval of the N E E W S  p rojects, w hich w as a 

p recursor to  the siting  ap p lication p rocess.  W e estim ate that C L& P ’s and  W M E C O ’s total 

cap ital exp end itures for these p rojects w ill b e $ 1.4 9  b illion throug h 20 13.  In 20 0 8, C L& P  

and  W M E C O  cap italized  ap p roxim ately $ 19.7 m illion and  $23.2 m illion, resp ectively, in 

costs associated  w ith N E E W S. 

The first of the N E E W S  p rojects, the G reater Sp ring field  R eliab ility P roject, w hich involves 
a 115 K V/34 5 K V  line from  Lud low , M assachusetts to  N orth B loom field , C onnecticut, is the 

larg est and  m ost com p licated  p roject w ithin N E E W S.  This p roject is exp ected  to  cost 

ap p roxim ately $714  m illion if b uilt accord ing  to  our p referred  route and  config uration.  

C L& P  filed  its ap p lication to  b uild  the C onnecticut p ortion of the G reater Sp ring field  

R eliab ility P roject w ith the C onnecticut Siting  C ouncil (Siting  C ouncil) on O ctob er 

20 , 20 0 8.  W M E C O  filed  its ap p lication to  b uild  its p ortion of the p roject w ith the 

M assachusetts E nerg y Facilities Siting  B oard  on O ctob er 27, 20 0 8.  The C onnecticut 

E nerg y A d visory B oard  is currently review ing  C onnecticut-b ased  g eneration, d em and  

sid e m anag em ent and  other p rop osed  alternatives to  the G reater Sp ring field  R eliab ility 

P roject, w hich m ust b e sub m itted  to  the Siting  C ouncil by M arch 19, 20 0 9.  The Siting  

C ouncil has p relim inarily set d ates for hearing s, p ub lic com m ents and  site visits on the 

C onnecticut p ortion of the p roject in the second  q uarter of 20 0 9.  If the overall p roject 

is ap p roved  in 20 10  as exp ected , w e currently exp ect to  com m ence construction in late 

20 10  and  p lace the p roject in service in 20 13.

O ur second  m ajor N E E W S  p roject is the Interstate R eliab ility P roject, w hich is b eing  

d esig ned  and  b uilt in coord ination w ith N ational G rid  U SA .  C L& P ’s share of this p roject 

includ es an ap p roxim ately 4 0 -m ile, 34 5 K V  line from  Leb anon, C onnecticut to  the 

C onnecticut-R hod e Island  b ord er w here it w ould  connect w ith enhancem ents N ational 
G rid  U SA  is d esig ning .  W e exp ect C L& P ’s share of this p roject to  cost ap p roxim ately 
$250  m illion.  M unicip al consultations conclud ed  in N ovem b er 20 0 8, and  C L& P  p lans 

to  file siting  ap p lications w ith C onnecticut reg ulators by the third  q uarter of 20 0 9  w ith 

construction b eg inning  as early as late 20 10 .  W e currently exp ect the p roject to  b e 
p laced  in service as early as 20 12.

The third  p art of N E E W S  is the C entral C onnecticut R eliab ility P roject, w hich involves 

construction of a new  line from  B loom field , C onnecticut to  W atertow n, C onnecticut.  
This line w ould  p rovid e another 34 5 K V  connection to  m ove p ow er across the state of 
C onnecticut.  The tim ing  of this p roject w ould  b e six to  tw elve m onths b ehind  the other 

tw o  p rojects, and  C L& P  currently exp ects to  file the siting  ap p lication in early 20 10 , 

w ith construction b eg inning  in 20 11.  The p roject is currently exp ected  to  b e p laced  in 

service in 20 13 at a cost of ap p roxim ately $315 m illion.  Includ ed  as p art of N E E W S  are 
ap p roxim ately $210  m illion of associated  reliab ility related  exp end itures, som e of w hich 
m ay b e incurred  in ad vance of the three m ajor p rojects.  

D uring  the siting  ap p roval p rocess, state reg ulators m ay req uire chang es in config uration 
to  ad d ress local concerns that could  increase construction costs.  O ur current d esig n for 

N E E W S  d oes not contem p late any und erg round  lines.  B uild ing  any lines und erg round , 

p articularly 34 5 K V  lines, w ould  increase total costs, and  our estim ate could  b e increased  

d uring  the siting  ap p roval p rocess.

O n D ecem b er 12, 20 0 8, N U  and  N STA R  sub m itted  a joint p etition for a d eclaratory ord er 
to  the F E R C .  The p etition req uests a ruling  by the F E R C  that w ould  allow  N U  and  N STA R  

to  enter into  a b ilateral transm ission services ag reem ent w ith H Q U S, a w holly-ow ned  

sub sid iary of H yd ro -Q uéb ec.  U nd er such an ag reem ent, N U  and  N STA R  w ould  sell 1,20 0  

M W  of firm  electric transm ission service over a new ly constructed , p articip ant-fund ed  

transm ission tie line connecting  N ew  E ng land  w ith the H yd ro -Q uéb ec system  in ord er 

for H Q U S  to  sell and  d eliver into  N ew  E ng land  this sam e am ount of firm  electric p ow er 

from  C anad ian low -carb on energ y resources.  If F E R C  issues the d eclaratory ord er as w e 

anticip ate, N U  and  N STA R  w ould  sub seq uently seek ap p roval from  F E R C  of the sp ecific 

term s and  cond itions of the transm ission arrang em ent.  N U , N STA R  and  H Q U S  have 

sig ned  m em orand a of und erstand ing  to  d evelop  this transm ission p roject on an exclusive 

b asis.  This p roject w ould  p rovid e a com p etitive source of low -carb on p ow er that is 

favorab le in com p arison to  current alternatives and  w ould  also  p rovid e for an exp ansion 

of N ew  E ng land ’s transm ission system  w ithout raising  reg ional transm ission rates.  N U , 

N STA R  and  H Q U S  have also  b eg un d iscussions on the sp ecifics of a p otential long -term  

p ow er p urchase ag reem ent that w ould  ensure the line is utilized  to  b ring  low -carb on 

p ow er to  b enefit N ew  E ng land  custom ers.  A  F E R C  ord er is exp ected  in the first half 

of 20 0 9, and  if the ord er ap p roves the p rop osal, then N U  and  N STA R  p lan to  neg otiate 

a p ow er p urchase ag reem ent w ith H Q U S  later in 20 0 9.  The term s of such ag reem ent 

w ould  b e sub ject to  reg ulatory ap p rovals in several states.

A ssum ing  com p letion of an accep tab le p ow er p urchase ag reem ent and  receip t of all 
necessary state and  fed eral reg ulatory ap p rovals, w e exp ect this p roject to  b e und er 

construction b etw een 20 11 and  20 14 .  O ur p ortion of the costs of this p roject is currently 

estim ated  to  b e ap p roxim ately $525 m illion.  H Q U S  w ill reim b urse N U  and  N STA R  for 

the total costs of this p roject, includ ing  an investm ent return to  these com p anies, over 

the estim ated  4 0 -year op erating  life of the transm ission line.  N U  and  N STA R ’s intent is 

to  create an ag reem ent that ap p roxim ates a typ ical F E R C  ap p roved  cost-of-service rate 

structure.  The revenue recovery m od el w ill ultim ately req uire F E R C  ap p roval.
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Distrib ution Segment:  A  sum m ary of d istrib ution seg m ent cap ital exp end itures by 
com p any in 20 0 8, 20 0 7 and  20 0 6 is as follow s:

                                                                                              For the Years E nded Decemb er 31,

(Millions of Dollars)   20 0 8   20 0 7  20 0 6

C L & P $ 296.6 $ 28 3.3 $ 210 .3
PS NH   98 .2  8 8 .3  77.5
W M E C O   37.8   34.0   30 .0

T ota ls  - E lectric d is trib u tion  
  (ex clu d ing  g enera tion)  432.6  40 5.6  317.8
Y a nk ee Ga s   44.0   63.7  8 9.9
O th er  0 .5  0 .4  2.3

T ota l d is trib u tion  477.1  469.7  410 .0
PS NH  g enera tion  74.0   35.3  32.1

T ota l d is trib u tion s eg ment $ 551.1 $ 50 5.0  $ 442.1

P SN H ’s C lean A ir P roject is exp ected  to  cost ap p roxim ately $4 57 m illion, w hich w ill b e 
recovered  throug h its g eneration rates und er N ew  H am p shire law .  P SN H  com m enced  
p relim inary site w ork for this p roject in 20 0 8.  The p roject is sched uled  to  b e com p leted  
by the end  of 20 12. A s of D ecem b er 31, 20 0 8, P SN H  had  cap italized  ap p roxim ately $27.5 
m illion associated  w ith this p roject, of w hich $24 .8  m illion w as cap italized  in 20 0 8.  R efer 
to  “R eg ulatory D evelop m ents and  R ate M atters - N ew  H am p shire - M errim ack C lean A ir 
P roject” for further d iscussion, includ ing  the status of the N ew  H am p shire Sup rem e C ourt 
p roceed ing s and  their e_ ect on this p roject.

O n Feb ruary 15, 20 0 8, Yankee G as and  N R G  E nerg y, Inc. (N R G ) entered  into  a settlem ent 
ag reem ent, w hich, am ong  other thing s, allow ed  for the recovery by Yankee G as of 
ap p roxim ately $ 17.5 m illion of cap ital costs and  exp enses related  to  an N R G  sub sid iary’s 
g enerating  p lant construction p roject that w as ab and oned .  The 20 0 8  cap ital exp end itures 
at Yankee G as w ere o_ set by this $ 17.5 m illion recovery, and  the 20 0 7 cap ital exp end itures 
includ ed  $ 12 m illion sp ent on its $ 10 8  m illion liq uefied  natural g as storag e and  p rod uction 
facility in W aterb ury, C onnecticut, w hich w as p laced  in service in July 20 0 7.  

Liq uidity

Consolidated:  W e had  $89.8  m illion of cash and  cash eq uivalents on hand  at D ecem b er 
31, 20 0 8, com p ared  w ith $ 15.1 m illion at D ecem b er 31, 20 0 7.  A s of Feb ruary 25, 20 0 9, w e 
had  ap p roxim ately $4 66 m illion of externally invested  cash.  R efer to  “Im p act of F inancial 
M arket C ond itions” b elow  for further d iscussion.

W e had  p ositive consolid ated  op erating  cash flow s in 20 0 8  of $4 18.5 m illion, after R R B  
p aym ents includ ed  in financing  activities, com p ared  w ith neg ative op erating  cash flow s 
of $ 11.3 m illion in 20 0 7 and  p ositive op erating  cash flow s of $233.7 m illion in 20 0 6, b oth 
after R R B  p aym ents.  The increase in 20 0 8  op erating  cash flow s w as p rim arily d ue to  
the ab sence in 20 0 8  of ap p roxim ately $4 0 0  m illion in tax p aym ents in 20 0 7 related  to  
the 20 0 6 sale of the com p etitive g eneration b usiness, p artially o_ set by the litig ation 
settlem ent p aym ent to  C on E d ison of $4 9.5 m illion in 20 0 8.  A fter factoring  these cash 
flow  im p acts, the increase in op erating  cash flow s in 20 0 8  from  20 0 7 w as p rim arily d ue to  
a favorab le im p act of ap p roxim ately $ 118  m illion from  tax-related  m atters in 20 0 8, w hich 
includ ed  an incom e tax net settlem ent of ap p roxim ately $78  m illion in the fourth q uarter 
and  a red uction in incom e tax p aym ents of ap p roxim ately $4 0  m illion d uring  20 0 8  related  
to  b onus d ep reciation.  The cash flow  b enefit of our accounts p ayab le b alances increased  
by $ 122 m illion, exclud ing  ap p roxim ately $50  m illion in unp aid  costs at P SN H  related  to  
a m ajor storm  in D ecem b er 20 0 8  that are d eferred  and  exp ected  to  b e recovered  from  
custom ers o r insurance p roceed s.  These factors w ere p artially o_ set by a net red uction  

in other w orking  cap ital item s resulting  p rim arily from  a net $ 136 m illion increase in 
accounts receivab le and  unb illed  revenues item s, w hich also  includ ed  investm ents in 
securitizab le assets.

W e p roject consolid ated  o p erating  cash flow s o f ap p roxim ately $50 0  m illion in 20 0 9, 
after R R B  p aym ents o f $24 4  m illion, w hich rep resents an increase o f ap p roxim ately 
$82 m illion, o r 19  p ercent, from  20 0 8  o p erating  cash flow s, after R R B  p aym ents.  
This p rojected  increase d oes not includ e any p ension p lan contrib utions, as they are 
not req uired  to  b e p aid  d uring  20 0 9, and  is p rim arily d ue to  o ur m ajor southw est 
C onnecticut transm ission p rojects b eing  fully reflected  in rates in 20 0 9  after their 
com p letion in the second  half o f 20 0 8  and  the ab sence in 20 0 9  o f the C o n E d ison 
settlem ent p aym ent.  These factors are p artially o _ set by the p aym ent in 20 0 9  o f m ajor 
storm  costs incurred  in D ecem b er 20 0 8  that likely w ill not b e fully recovered  from  
custom ers in 20 0 9.  E xclud ing  p otential contrib utions to  o ur P ension P lan, w e  
currently p roject o ur internally-g enerated  cash flow s to  g row  to  ap p roxim ately  
$ 1 b illion by 20 13 d ue to  o ur cash return o n and  recovery o f cap ital investm ent  
p rog ram  exp end itures.

In 20 0 8, N U  p arent, C L& P, P SN H  and  Yankee G as issued  a total of $760  m illion of long -
term  d eb t.  O n M ay 27, 20 0 8, C L& P  sold  $30 0  m illion of first and  refund ing  m ortg ag e 
b ond s d ue M ay 1, 20 18  and  carrying  a coup on of 5.65 p ercent and  P SN H  sold  $ 110  m illion 
of first m ortg ag e b ond s d ue M ay 1, 20 18  and  carrying  a coup on of 6 p ercent.  P roceed s 
from  the C L& P  and  P SN H  issuances w ere used  to  rep ay short-term  d eb t, to  fund  each 
com p any’s ong oing  cap ital investm ent p rog ram s, and  for g eneral w orking  cap ital 
p urp oses.  O n June 5, 20 0 8, N U  p arent sold  $250  m illion of senior unsecured  notes d ue 
June 1, 20 13 and  carrying  a coup on of 5.65 p ercent.  M ost of the p roceed s w ere used  to  
rep ay $ 150  m illion of 3.3 p ercent notes that m atured  June 1, 20 0 8.  The b alance of N U  
p arent’s d eb t issuance w as used  to  p ay d ow n short-term  d eb t, a p ortion of w hich w as 
incurred  in M arch 20 0 8  as a result of the $4 9.5 m illion litig ation settlem ent p aym ent to  
C on E d ison.  O n O ctob er 7, 20 0 8, Yankee G as sold  $ 10 0  m illion of p rivately p laced  first 
m ortg ag e b ond s d ue O ctob er 1, 20 18  and  carrying  a coup on of 6.9  p ercent.  Yankee G as 
used  the p roceed s to  rep ay its b orrow ing s und er the reg ulated  com p anies’ cred it facility, 
to  fund  cap ital investm ent p rog ram s and  for g eneral w orking  cap ital p urp oses.

O n Feb ruary 13, 20 0 9, C L& P  issued  $250  m illion of first and  refund ing  m ortg ag e b ond s 
d ue Feb ruary 1, 20 19  and  carrying  a coup on of 5.5 p ercent.  P roceed s from  this issuance 
w ill b e used  to  rep ay short-term  d eb t and  fund  C L& P ’s cap ital investm ent p rog ram .  In  
m id -20 0 9  or earlier d ep end ing  on m arket op p ortunities, w e exp ect to  issue $ 150  m illion 
of long -term  d eb t at P SN H , sub ject to  reg ulatory ap p roval, and  b etw een $250  m illion and  
$30 0  m illion of ad d itional eq uity.  These issuances w ill b e m ad e p rim arily to  rep ay short-
term  d eb t and  fund  our 20 0 9  cap ital investm ent p rog ram , w hich w ill also  b e fund ed  by 
availab le short-term  b orrow ing s and  the p rojected  g row th in 20 0 9  op erating  cash flow s.  

A  sum m ary of the current cred it rating s and  outlooks by M ood y’s Investors Service 
(M ood y’s), Stand ard  &  P oor’s (S& P ) and  F itch R ating s (Fitch) for N U  p arent’s and  
W M E C O ’s senior unsecured  d eb t and  C L& P ’s and  P SN H ’s first m ortg ag e b ond s is as 
follow s:

 Moody’s S& P  F itch

 Current Outlook Current Outlook Current Outlook

NU  Pa rent B a a 2 S ta b le B B B -  S ta b le B B B   S ta b le 
C L & P A3 S ta b le B B B +  S ta b le A- S ta b le 
PS NH  B a a 1 S ta b le B B B +  S ta b le B B B +  S ta b le 
W M E C O  B a a 2 S ta b le B B B    S ta b le B B B +  S ta b le

O n July 29, 20 0 8, M ood y’s chang ed  the o utlook o f Yankee G as to  stab le from  neg ative 
and  af rm ed  the com p any’s B aa2 corp orate cred it rating .  O n  A ug ust 8, 20 0 8, F itch 
af rm ed  all o f its rating s and  o utlooks o n N U  p arent, C L& P, P SN H  and  W M E C O .  In  late 
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O ctob er 20 0 8, S& P  af rm ed  all o f its rating s and  o utlooks 

o n N U  p arent, C L& P, P SN H  and  W M E C O .  O n  N ovem b er 5, 

20 0 8, S& P  raised  C L& P ’s unsecured  d eb t rating  to  B B B  

from  B B B - as a result o f a co m p rehensive review  o f the 

unsecured  rating s o f U nited  States investm ent g rad e 

utilities.  S & P ’s rating s o n C L& P ’s b ond s and  p referred  

stock w ere una_ ected .  

If N U  p arent’s senior unsecured  d eb t rating s w ere to  

b e red uced  to  a sub -investm ent g rad e level by either 

M ood y’s or S& P, a num b er of Select E nerg y’s sup p ly 

contracts w ould  req uire Select E nerg y to  p ost ad d itional 

collateral in the form  of cash or letters of cred it (LO C s).  

If such an event w ere to  occur, Select E nerg y w ould , 

und er its rem aining  contracts, b e req uired  to  p rovid e 

cash or LO C s in an ag g reg ate am ount of $23.2 m illion 

to  various unaf liated  counterp arties and  cash or 

LO C s in the ag g reg ate am ount of $ 10  m illion to  tw o  

ind ep end ent system  op erators, in each case at D ecem b er 

31, 20 0 8.  N U  p arent w ould  b e ab le to  p rovid e that 

collateral.  If unsecured  d eb t rating s for C L& P  or P SN H  

w ere to  b e red uced  by either M ood y’s or S& P, a num b er 

of sup p ly contracts w ould  req uire C L& P  and  P SN H  to  

p ost ad d itional collateral in the form  of cash or LO C s to  

various unaf liated  counterp arties.  If these rating s w ere 

to  b e red uced  by one level, P SN H  w ould  b e req uired  to  

p ost collateral of $ 1 m illion as of D ecem b er 31, 20 0 8.  If 

these rating s w ere to  b e red uced  by tw o  levels or b elow  

investm ent g rad e, the am ount of collateral req uired  to  b e 

p osted  by C L& P  and  P SN H  w ould  b e $ 1.3 m illion and  $24 .5 

m illion, resp ectively, at D ecem b er 31, 20 0 8.  C L& P  and  

P SN H  w ould  b e ab le to  p rovid e these collateral am ounts.  

N U  p aid  com m on d ivid end s of $ 129.1 m illion in 20 0 8, 

com p ared  w ith $ 121 m illion in 20 0 7 and  $ 112.7 m illion in 

20 0 6.  The increase in com m on d ivid end s p aid  from  20 0 6 

to  20 0 8  reflects a 7.1 p ercent increase in the am ount of 

N U  p arent’s com m on d ivid end  that took e_ ect in the third  

q uarter of 20 0 6, a 6.7 p ercent increase that took e_ ect 

in the third  q uarter of 20 0 7 and  a 6.3 p ercent increase 

that took e_ ect in the third  q uarter of 20 0 8.  O n Feb ruary 

10 , 20 0 9, our B oard  of Trustees d eclared  a com m on 

d ivid end  of $0 .2375 p er share, p ayab le on M arch 31, 20 0 9  

to  sharehold ers of record  as of M arch 1, 20 0 9, w hich 

rep resents a $0 .10  p er share, or 11.8  p ercent, increase on an  

annual b asis.  

The Feb ruary 20 0 9  d ivid end  d eclaration reflects our 

new  p olicy, announced  in N ovem b er 20 0 8, of targ eting  

a d ivid end  p ayout ratio  of ap p roxim ately 50  p ercent of 

earning s.  O ur g oal is to  continue increasing  the d ivid end  

at a rate ab ove ind ustry averag e and  to  p rovid e an 

attractive return to  sharehold ers.  In g eneral, the reg ulated  

com p anies p ay ap p roxim ately 60  p ercent of their cash 

earning s to  N U  p arent in the form  of com m on d ivid end s.  

In 20 0 8, C L& P, P SN H , W M E C O  and  Yankee G as p aid  

$ 10 6.5 m illion, $36.4  m illion, $39.7 m illion, and  $31 m illion, 

resp ectively, in com m on d ivid end s to  N U  p arent.  In 20 0 8, 

N U  p arent contrib uted  $210  m illion of eq uity to  C L& P, 

$75.6 m illion to  P SN H , $ 16.3 m illion to  W M E C O , and  $20 .8  

m illion to  Yankee G as.  

N U  p arent’s ab ility to  p ay com m on d ivid end s is sub ject 

to  ap p roval by its B oard  of Trustees and  to  N U ’s future 

earning s and  cash flow  req uirem ents and  is not reg ulated  

und er the Fed eral P ow er A ct b ut m ay b e lim ited  by certain 

state statutes, the leverag e restrictions in its revolving  

cred it ag reem ent and  the ab ility of its sub sid iaries to  

p ay com m on d ivid end s.  The Fed eral P ow er A ct d oes, 

how ever, lim it the p aym ent of d ivid end s by C L& P, P SN H  

and  W M E C O  to  their resp ective retained  earning s b alances 

unless a hig her am ount is ap p roved  by F E R C , and  P SN H  

is req uired  to  reserve an ad d itional am ount und er its 

F E R C  hyd roelectric license cond itions.  In ad d ition, certain 

state statutes m ay im p ose ad d itional lim itations on the 

reg ulated  com p anies.  C L& P, P SN H , W M E C O  and  Yankee 

G as also  are p arties to  a revolving  cred it ag reem ent that 

im p oses leverag e restrictions.

C ash cap ital exp end itures includ ed  on the accom p anying  

consolid ated  statem ents of cash flow s and  d escrib ed  

in the liq uid ity section of this M anag em ent’s D iscussion 

and  A nalysis d o  not includ e am ounts incurred  on cap ital 

p rojects b ut not yet p aid , cost of rem oval, the A FU D C  

related  to  eq uity fund s, and  the cap italized  p ortions of 

p ension and  P B O P  exp ense or incom e.  O ur cash cap ital 

exp end itures totaled  $ 1.3 b illion in 20 0 8, com p ared  w ith 

$ 1.1 b illion in 20 0 7 and  $872.2 m illion in 20 0 6.  O ur cash 

cap ital exp end itures in 20 0 8  includ ed  $84 9.5 m illion by 

C L& P, $238.9  m illion by P SN H , $78.3 m illion by W M E C O , 

$58.3 m illion by Yankee G as, and  $30 .4  m illion by other 

N U  sub sid iaries.  O ur cash cap ital exp end itures in 20 0 7 

includ ed  $826.2 m illion by C L& P, $ 167.7 m illion by P SN H , 

$47.3 m illion by W M E C O , $57.6 m illion by Yankee G as, and  

$ 16 m illion by other N U  sub sid iaries.  The increase in our 

ag g reg ate cash cap ital exp end itures w as p rim arily the 

result of hig her d istrib ution seg m ent cap ital exp end itures.  

N U  Parent:  N U  p arent has a cred it line in a nom inal 

ag g reg ate am ount of $50 0  m illion includ ing  the 

com m itm ent of LB C B  (as further d iscussed  b elow ), w hich 

exp ires on N ovem b er 6, 20 10 .  A t D ecem b er 31, 20 0 8, N U  

p arent had  $87 m illion of LO C s issued  for the b enefit of 

certain sub sid iaries (p rim arily P SN H ) and  $30 3.5 m illion of 

b orrow ing s outstand ing  und er this facility.  The w eig hted -

averag e interest rate on these short-term  b orrow ing s at 

D ecem b er 31, 20 0 8  w as 3.35 p ercent, w hich is b ased  on a 

variab le rate p lus an ap p licab le m arg in b ased  on our cred it 

rating s.  W e had  ap p roxim ately $50  m illion of b orrow ing  

availab ility on this facility as of Feb ruary 25, 20 0 9, 

exclud ing  LB C B ’s rem aining  unfund ed  com m itm ent.  W e 

also  had  ap p roxim ately $4 66 m illion of externally invested  

cash at Feb ruary 25, 20 0 9.  

R egulated Comp anies:  The reg ulated  com p anies m aintain 

a joint cred it facility in a nom inal ag g reg ate am ount of 

$4 0 0  m illion includ ing  the com m itm ent of LB C B  (as 

further d iscussed  b elow ), w hich exp ires on N ovem b er 6, 

20 10 .  There w ere $315 m illion of b orrow ing s outstand ing  

und er this facility at D ecem b er 31, 20 0 8.  The w eig hted -

averag e interest rate on these short-term  b orrow ing s at 

D ecem b er 31, 20 0 8  w as 3.35 p ercent, w hich is b ased  on a 

variab le rate p lus an ap p licab le m arg in b ased  on our cred it 

rating s.  W e had  ap p roxim ately $ 1 m illion of b orrow ing  

availab ility on this facility as of Feb ruary 25, 20 0 9, 

exclud ing  LB C B ’s rem aining  unfund ed  com m itm ent.  A s 

stated  ab ove, w e also  had  ap p roxim ately $4 66 m illion of 

externally invested  cash at Feb ruary 25, 20 0 9.  

P rior to  June 30 , 20 0 8, C L& P  had  an arrang em ent w ith 

C L& P  R eceivab les C orp oration (C R C ), a consolid ated  

w holly-ow ned  sub sid iary of C L& P, and  a financial 

institution und er w hich the financial institution could  

p urchase up  to  $ 10 0  m illion of C L& P ’s accounts receivab le 

and  unb illed  revenues from  C R C .  O n June 30 , 20 0 8, C L& P  

chose to  term inate the R eceivab les P urchase and  Sale 

A g reem ent d ue to  the availab ility and  low er relative cost 

of other liq uid ity sources.  A t this tim e, w e have no  further 

p lans to  securitize the accounts receivab le and  unb illed  

revenues of our reg ulated  com p anies and  w ill utilize our 

cred it facilities and  other financing  vehicles, as necessary, 

to  fund  the d aily op erating  activities and  cap ital p rog ram s 

of these com p anies.  

O ur d eb t ag reem ents p rovid e that N U  and  certain of its 

sub sid iaries, includ ing  C L& P, P SN H  and  W M E C O , m ust 

com p ly w ith certain financial and  non-financial covenants 

as are custom arily includ ed  in such ag reem ents, includ ing  

a consolid ated  d eb t to  cap italization ratio.  The p arties 

to  these ag reem ents currently are and  exp ect to  rem ain 

in com p liance w ith these covenants.  R efer to  N ote 2, 

“Short-Term  D eb t,” and  N ote 11, “Long -Term  D eb t,” to  

our consolid ated  financial statem ents includ ed  in this 

annual rep ort for further d iscussion of m aterial term s and  

cond itions of our outstand ing  d eb t ag reem ents.

Imp act of F inancial Market Conditions:  W hile the 

im p act of continued  m arket volatility and  the extent and  

im p acts of any econom ic d ow nturn cannot b e p red icted , 

w e currently b elieve that w e have suf cient op erating  

flexib ility and  access to  fund ing  sources to  m aintain 

ad eq uate liq uid ity (as evid enced  by C L& P ’s issuance of 

$250  m illion of 10 -year b ond s in Feb ruary 20 0 9  at 5.5 

p ercent).  The cred it outlooks for N U  p arent and  our 

reg ulated  com p anies are all stab le, w ith all their rating s 

and  outlooks af rm ed  by S& P  in late O ctob er 20 0 8.  O ur 

com p anies have m od est risk of calls for collateral d ue to  

our b usiness m od el, as d escrib ed  further b elow .  N o  cash 

contrib utions to  our p ension p lan are req uired  d uring  

20 0 9.  W e also  have only $50  m illion of long -term  d eb t 

m aturing  in 20 0 9, and  p rojected  cap ital exp end itures for 
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20 0 9  are sig nificantly less than 20 0 8.  In the fourth q uarter 
of 20 0 8, w e announced  a new  com m on d ivid end  p olicy 
that targ ets a p ayout ratio  of ap p roxim ately 50  p ercent of 
earning s.  W hile this new  p olicy m ay req uire ad d itional cash 
to  fund  com m on d ivid end s, the increm ental cash increase 
is relatively sm all and  w e continue to  have a m od est p ayout 
ratio  relative to  p eer com p anies.  

W e successfully com p leted  our p lanned  long -term  d eb t 
financing s in 20 0 8, as w ell as a C L& P  b ond  issuance in early 
20 0 9, and  w e continue to  have access to  our tw o  revolving  
cred it facilities d escrib ed  ab ove in a nom inal ag g reg ate 
am ount of $90 0  m illion.  The lend ers und er these facilities 
are: B ank of A m erica, N .A .; B arclays B ank P LC ; B N Y  M ellon, 
N .A .; C itig roup  Inc.; H SB C  B ank U SA , N .A .; JP M org an 
C hase B ank, N .A .; LB C B ; Sum itom o  M itsui B anking  
C orp oration; Toronto  D om inion (Texas) LLC ; U nion B ank 
of C alifornia, N .A .; W achovia B ank, N .A .; and  W ells Farg o  
B ank, N .A .  B orrow ing  cap acity und er the facility has not 
b een red uced  as a result of the 20 0 8  m erg er of W achovia 
and  W ells Farg o.  Lehm an B rothers H old ing s Inc., the 
p arent of LB C B , filed  for C hap ter 11 b ankrup tcy p rotection 
in Sep tem b er 20 0 8.  LB C B ’s orig inal ag g reg ate lend ing  
com m itm ent und er the facilities w as $85 m illion, $30  
m illion of w hich w as assig ned  to  Sum itom o  M itsui B anking  
C orp oration in late Sep tem b er, at w hich tim e LB C B  had  
ad vanced  ap p roxim ately $23.5 m illion und er the facilities.  
LB C B  sub seq uently d eclined  to  fund  the rem aind er of its 
com m itm ent.  A s a result, w hen current loans from  LB C B  
are rep aid , w e w ill b e lim ited  to  an ag g reg ate of $84 5 
m illion of b orrow ing  cap acity und er our cred it facilities, 
w hich w e b elieve w ill p rovid e suf cient op erating  flexib ility 
to  m aintain ad eq uate liq uid ity.  W e have no  other exp osure 
to  Lehm an B rothers H old ing s Inc. or any of its af liates.  
A s of D ecem b er 31, 20 0 8, w e had  b orrow ing s and  LO C s 
outstand ing  of ap p roxim ately $70 6 m illion und er the cred it 
facilities, and  ap p roxim ately $793 m illion as of Feb ruary 25, 
20 0 9, includ ing  $ 19.2 m illion rem aining  outstand ing  from  
LB C B .  A s of Feb ruary 25, 20 0 9, w e also  had  ap p roxim ately 
$4 66 m illion of externally invested  cash.

In ad d ition to  the revolving  cred it facilities d escrib ed  ab ove, 
w e intend  to  access the cap ital m arkets, as ap p rop riate, to  
fund  our cap ital p rojects or otherw ise m eet fund ing  need s.  
The availab ility and  cost of external financing s, includ ing  
our exp ected  financing s in 20 0 9  d escrib ed  b elow , w ill b e 
a_ ected  by our financial cond ition and  the then-current 
financial m arket cond itions.  There can b e no  assurance that 
the cost or availab ility of future b orrow ing s, if any, w ill not 
b e im p acted  by recent or future cap ital m arket d isrup tions.  

P SN H  has outstand ing  $4 0 7.3 m illion of P ollution C ontrol 
R evenue B ond s (P C R B s), one series of w hich, in the 
ag g reg ate p rincip al am ount of $89.3 m illion, b ears interest 
at a rate that is p eriod ically set p ursuant to  auctions.  
Since M arch 20 0 8, a sig nificant m ajority of this series of 
P C R B s has b een held  by rem arketing  ag ents as the result 

of failed  auctions d ue to  g eneral m arket concerns.  The 
interest rate on these P C R B s has b een reset by form ula 
und er the ap p licab le d ocum ents every 35 d ays and  has 
rang ed  b etw een 0 .2 p ercent and  4  p ercent since M arch 
20 0 8.  The fo rm ula is b ased  o n a co m b ination o f the 
rating s o n the P C R B s and  an ind ex rate, w hich p rovid es 
for a current interest rate o f 0 .3 p ercent.  W e are no t 
o b lig ated  to  p urchase these P C R B s, w hich m ature in 
20 21, from  the rem arketing  ag ents.  In  ad d ition, C L& P  has 
o utstand ing  $4 23.9  m illion o f P C R B s, o ne series o f w hich, 
in the ag g reg ate p rincip al am ount o f $62 m illion, had  a 
fixed  interest rate for a five-year p eriod  that exp ired  o n 
Sep tem b er 30 , 20 0 8.  A s a result o f p o or liq uid ity in the 
tax-exem p t m arket, C L& P  chose to  acq uire this series o f 
P C R B s o n O ctob er 1, 20 0 8.  These P C R B s, w hich m ature in 
20 31, have not b een retired  and  are b eing  held  tem p orarily 
by C L& P  in a flexib le interest rate m od e w ith o ne-d ay 
resets.  C L& P  exp ects to  rem arket the P C R B s w hen m arket 
cond itions im p rove. 

W e p roject that o ur cash cap ital exp end itures w ill 
b e ap p roxim ately $880  m illion in 20 0 9, w hich is 
sig nificantly less than 20 0 8.  W e also  p roject that cash 
flow s from  o p erations after R R B  p aym ents w ill increase 
by ap p roxim ately $82 m illion from  20 0 8  to  20 0 9  d ue 
to  o ur so uthw est C onnecticut transm ission p rojects 
b eing  reflected  fully in rates in 20 0 9, low er refund s o f 
the p revious year’s overcollections, a $20  m illion retail 
rate increase at C L& P, and  the ab sence in 20 0 9  o f the 
20 0 8  C on E d ison settlem ent.  A lso, o nly o ne series o f 
o ur b o nd s m atures p rior to  20 12, w hich is Yankee G as’ 
$50  m illion that m ature in the second  q uarter o f 20 0 9.  
D ue to  these factors, w e exp ect to  req uire sig nificantly 
less d eb t financing  in 20 0 9  than in 20 0 8  (ap p roxim ately 
$4 0 0  m illion, includ ing  the $250  m illion issued  by 
C L& P  in Feb ruary 20 0 9, com p ared  to  $760  m illion in 
20 0 8).  W e also  continue to  exp ect an eq uity issuance 
o f ap p roxim ately $250  m illion to  $30 0  m illion in m id -
20 0 9  (or earlier d ep end ing  o n m arket o p p ortunities).  
The p roceed s from  these financing s w ould  b e p rim arily 
used  to  rep ay short-term  b orrow ing s and  fund  o ur 
cap ital p rog ram s.  W e w ill m onitor m arket cond itions to  
d eterm ine the ap p rop riate tim ing  and  am ount o f further 
20 0 9  financing s.

O ur reg ulated  stand ard  o _ er typ e contracts d o  no t 
req uire us to  p o st collateral.  The reg ulated  com p anies 
continue to  so licit b id s o n w holesale p ow er contracts, 
the collateral term s o f w hich w e exp ect to  b e co nsistent 
w ith existing  contracts.  In  o ther reg ulated  contracts 
that d o  co ntain collateral p osting  req uirem ents, the 
counterp arties are g enerally exp osed  to  us at this tim e, 
and  these counterp arties have b een p osting  the necessary 
collateral w hen req uired .  A s o f D ecem b er 31, 20 0 8, P SN H  
had  p osted  $75 m illion in related  collateral in the fo rm  o f 
LO C s w ith counterp arties, as co m p ared  to  $ 14  m illion at 
D ecem b er 31, 20 0 7.  

A n af liate of C onstellation E nerg y G roup, Inc. 
(C onstellation), w hose cred it rating s w ere d ow ng rad ed  in 
20 0 8  d ue to  liq uid ity and  other concerns, p rovid es energ y 
und er C L& P ’s stand ard  o_ er contracts.  A s of D ecem b er 
31, 20 0 8, C L& P  is not exp osed  to  C onstellation in term s 
of cred it risk, and  C onstellation is p erform ing  on sp ecific 
contracts.  In the event of C onstellation’s d efault, C L& P  
w ould  b e req uired  to  p rovid e stand ard  o_ er typ e services 
d irectly to  custom ers until a sub stitute sup p lier could  b e 
arrang ed .  A ny ad d itional costs incurred  by C L& P  in such a 
case w ould  b e recoverab le from  custom ers.  If C onstellation 
w ere to  d efault und er existing  contracts w ithin the next 
12 m onths, C L& P  could  b e req uired  to  tem p orarily p ost 
ad d itional collateral of b etw een $ 15 m illion and  $25 
m illion w ith ISO -N E  b ased  on forw ard  m arket p rices as of 
D ecem b er 31, 20 0 8.

O ur collateral req uirem ents for Select E nerg y’s few  
rem aining  w holesale contracts are m od est as w e continue 
to  w ind  d ow n this b usiness.  Select E nerg y’s larg est 
rem aining  contract d oes not contain any collateral p osting  
req uirem ents.  In ad d ition, w e have not exp erienced  any 
sig nificant p erform ance d if culties w ith sup p liers on Select 
E nerg y’s rem aining  sourcing  contracts.  Select E nerg y 
is req uired  to  p ost collateral, p rim arily w ith its N ew  York 
M ercantile E xchang e (N Y M E X ) b roker, b ased  on the m arket 
p rices and  status of its sourcing  contracts.  A s of D ecem b er 
31, 20 0 8, Select E nerg y had  p osted  $26.3 m illion in related  
collateral, as com p ared  to  $ 18.9  m illion at D ecem b er 31, 
20 0 7.  R efer to  “N U  E nterp rises C ontracts - C ounterp arty 
C red it R isk” in this M anag em ent’s D iscussion and  A nalysis 
for further d iscussion.

A t D ecem b er 31, 20 0 7 our p ension p lan fund ed  ratio  
(p ension p lan assets d ivid ed  by the accum ulated  p ension 
p lan b enefit ob lig ation) w as 123 p ercent.  O ur p ension p lan 
has historically b een w ell fund ed , and  w e have not b een 
req uired  to  m ake a contrib ution to  the p lan since 199 1.  D ue 
to  the neg ative financial m arket cond itions exp erienced  in 
20 0 8, the fair value of our p ension p lan assets d rop p ed  by 
ap p roxim ately $90 0  m illion to  $ 1.56 b illion as of D ecem b er 
31, 20 0 8, and  our p lan’s fund ed  ratio  is now  76 p ercent.  
B ased  on this 20 0 8  p lan year valuation and  unless there is a 
chang e in current fund ing  req uirem ents, w e w ill b e req uired  
to  m ake an estim ated  p re-tax contrib ution to  the p lan 
of ap p roxim ately $ 150  m illion to  m eet m inim um  fund ing  
req uirem ents.  This contrib ution w ould  b e p aid  just p rior to  
the 20 0 9  fed eral incom e tax return filing , w hich w ill likely 
occur in the third  q uarter of 20 10 .  N o  cash contrib utions to  
the p lan w ill b e req uired  to  b e m ad e in 20 0 9.   

For the 20 0 9  p ension p lan year, it is likely that w e w ill also  
b e req uired  to  m ake a p ension p lan contrib ution unless 
there is a chang e in current fund ing  req uirem ents or a 
very sig nificant recovery in the financial m arkets.  A lso, 
assum ing  that the p ension p lan assets earn the long -term  
rate of return of 8.75 p ercent and  d iscount rates rem ain 
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constant, w e currently estim ate that w e could  b e req uired  

to  m ake an ad d itional p re-tax contrib ution for the 20 0 9  

p lan year in 20 10  of b etw een $ 150  m illion and  $20 0  m illion.  

C ontrib utions for the 20 0 9  p lan year w ould  b e m ad e 

q uarterly b eg inning  in the second  q uarter of 20 10 .   

If sig nificant contrib utions for 20 0 9  or future p ension p lan 

years are req uired  and  there is no  chang e in reg ulatory 

recovery m echanism s, then there w ill likely b e an im p act 

on the tim ing  and  am ount of our future d eb t and  eq uity 

financing s.  The m ajority of our p ension exp ense is 

includ ed  in rates charg ed  to  custom ers of our reg ulated  

com p anies.  

Transmission R ate Matters and FE R C R egulatory Issues

C L& P, P SN H  and  W M E C O  and  m ost other N ew  E ng land  

utilities, g eneration ow ners and  m arketers are p arties 

to  a series of ag reem ents that p rovid e for coord inated  

p lanning  and  op eration of the reg ion’s g eneration and  

transm ission facilities and  the rules by w hich these 

p arties p articip ate in the w holesale m arkets and  acq uire 

transm ission services.  U nd er these arrang em ents, ISO -N E , 

a non-p rofit corp oration w hose b oard  of d irectors and  

sta_  are ind ep end ent from  all m arket p articip ants, has 

served  as the R eg ional Transm ission O rg anization for N ew  

E ng land  since Feb ruary 1, 20 0 5.  ISO -N E  w orks to  ensure 

the reliab ility of the N ew  E ng land  transm ission system , 

ad m inisters the ind ep end ent system  op erator tari_ , sub ject 

to  F E R C  ap p roval, oversees the ef cient and  com p etitive 

functioning  of the reg ional w holesale p ow er m arket 

and  d eterm ines the p ortion of the costs of our m ajor 

transm ission facilities that are reg ionalized  throug hout 

N ew  E ng land . 

Transmission - W holesale R ates:  W holesale transm ission 

revenues are b ased  on form ula rates that are ap p roved  

by the F E R C .  M ost of our w holesale transm ission 

revenues are collected  und er the ISO -N E  F E R C  E lectric 

Tari_  N o. 3, Transm ission, M arkets and  Services Tari_  

(Tari_  N o. 3).  Tari_  N o. 3 includ es R eg ional N etw ork 

Service (R N S) and  Sched ule 21 - N U  rate sched ules to  

recover fees for transm ission and  other services.  The 

R N S  rate, ad m inistered  by ISO -N E  and  b illed  to  all N ew  

E ng land  transm ission users, is reset on June 1st of each 

year and  recovers the revenue req uirem ents associated  

w ith transm ission facilities that b enefit the N ew  E ng land  

reg ion.  The Sched ule 21 - N U  rate, w hich w e ad m inister, 

is reset on January 1st and  June 1st of each year and  

recovers the revenue req uirem ents for local transm ission 

facilities and  other transm ission costs not recovered  und er 

the R N S  rate, includ ing  10 0  p ercent of the C W IP  that is 

includ ed  in rate b ase on the N E E W S  p rojects d iscussed  

b elow .  The Sched ule 21 - N U  rate calculation recovers 

total transm ission revenue req uirem ents net of revenues 

received  from  other sources (i.e., R N S, rentals, etc.), 

thereby ensuring  that w e recover all reg ional and  local 

revenue req uirem ents as p rescrib ed  in Tari_   

N o. 3.  B oth the R N S  and  Sched ule 21 - N U  rates p rovid e 

for annual true-up s to  actual costs.  The financial im p acts 

of d i_ erences b etw een actual and  p rojected  costs are 

d eferred  for future recovery from  or refund  to  custom ers.  

A t D ecem b er 31, 20 0 8, the Sched ule 21 - N U  rates w ere in 

a total und errecovery p osition of $4 .6 m illion, w hich w ill b e 

collected  from  custom ers in m id -20 0 9. 

FE R C R OE  Decision:  O n M arch 24 , 20 0 8, the F E R C  issued  

a rehearing  ord er confirm ing  its initial d ecision setting  the 

b ase R O E  for transm ission p rojects for the N ew  E ng land  

transm ission ow ners.  Includ ing  a final ad justm ent, the 

ord er p rovid es a b ase R O E  of 11.14  p ercent for the p eriod  

b eg inning  N ovem b er 1, 20 0 6.  The ord er also  af rm ed  

F E R C ’s earlier d ecision g ranting  a 10 0  b asis p oint ad d er for 

transm ission p rojects that are p art of the ISO -N E  R eg ional 

System  P lan and  are com p leted  and  on line by D ecem b er 

31, 20 0 8.  In 20 0 8, w e ad d ed  $6 m illion in transm ission 

seg m ent earning s related  to  this ord er.  This ord er has 

b een ap p ealed  to  the D .C . C ircuit C ourt of A p p eals by 

num erous state reg ulators and  consum er ad vocates.  The 

C ourt has set a sched ule for b riefing  to  conclud e by the 

end  of the second  q uarter of 20 0 9.  N o  d ate has b een set 

for arg um ents.

O n M ay 16, 20 0 8, C L& P  filed  an ap p lication w ith the F E R C  

to  receive R O E  incentives for its M id d letow n-N orw alk 

p roject and  to  seek a w aiver of the “com p leted  and  

on line” d ate of D ecem b er 31, 20 0 8  to  earn incentives, 

p ursuant to  the F E R C ’s M arch 24 , 20 0 8  ord er on 

rehearing .  A lternatively, w e req uested  the F E R C  to  find  

that this p roject m et the nexus test req uirem ents for 

incentives und er F E R C ’s g uid elines for new  p rojects, and  

req uested  an ad d itional 50  b asis p oint ad d er for ad vanced  

technolog y used  in the p roject.  

The F E R C  sub seq uently g ranted  the w aiver req uest and  

ap p roved  the 10 0  b asis p oint incentive for the entire 

M id d letow n-N orw alk p roject.  The F E R C  also  found  that 

the p roject m et the nexus test and  g ranted  an ad d itional 

50  b asis p oint ad d er for the ad vanced  technolog y asp ects 

of the 24 -m ile und erg round  p ortion of the p roject, 

ord ering  us to  file m ore d etails reg ard ing  the ad vanced  

technolog y.  The 50  b asis p oint ad d er results in a total R O E  

for the und erg round  p ortion of the M id d letow n-N orw alk 

p roject of 13.1 p ercent, w hich rep resents the overall R O E  

lim it estab lished  by the F E R C .  C ertain state reg ulators 

and  m unicip al utilities soug ht rehearing , w hich w ere 

d enied  by the F E R C , and  C onnecticut state reg ulators 

have since taken an ap p eal to  the D .C . C ircuit C ourt of 

A p p eals.  A  sched ule for the ap p eal has not yet b een set.  

The technolog y ad d er increases C L& P ’s annual earning s 

b eg inning  in 20 0 9  by ap p roxim ately $0 .9  m illion.  

O n A ug ust 18, 20 0 8, C L& P  m ad e a com p liance filing  

w ith the F E R C  d etailing  the costs associated  w ith the 

und erg round  cab les and  sup p orting  facilities of the 

M id d letow n-N orw alk p roject, w hich q ualified  as ad vanced  

technolog y.  O n Sep tem b er 8, 20 0 8, the D P U C  filed  a 

m otion to  reject and  p rotest our com p liance filing , stating  

w e d id  not p rovid e suf cient inform ation.  There is no  

sp ecific d ead line for the F E R C  to  resp ond  to  this m otion.  

O ur resp onse to  the p rotest has b een filed  at the F E R C .  

N E E W S Incentives:  O n  N ovem b er 17, 20 0 8, the F E R C  

issued  an o rd er g ranting  incentives and  rate am end m ents 

to  N ational G rid  U SA  and  us fo r the N E E W S  p rojects.  The 

ap p roved  incentives includ e:

A n R O E  o f 12.89  p ercent, rep resenting  an incentive o f 

125 b asis p oints, 25 b asis p oints low er than req uested ;

10 0  p ercent inclusion o f p rud ently incurred  C W IP  in 

rate b ase; and

F ull recovery o f p rud ently incurred  costs if N E E W S, o r 

any p o rtion thereof, is cancelled  as a result o f factors 

b eyond  N U ’s o r N ational G rid  U SA ’s control.  

O ur share o f N E E W S  is estim ated  to  co st $ 1.4 9  b illion, and  

w e received  incentives o n a p o rtion o f the transm ission 

up g rad es w ith a current estim ated  cost to  N U  o f $ 1.4 1 

b illion.  S everal p arties have soug ht rehearing  o f the F E R C  

o rd er g ranting  incentives for N E E W S, w hich have not yet 

b een acted  o n by the F E R C .  

Legislative Matters

E nvironmental Legislation:  The R eg ional G reenhouse G as 

Initiative (R G G I) is a coop erative e_ ort by ten northeastern 

and  m id -A tlantic states, includ ing  C onnecticut, N ew  

H am p shire and  M assachusetts, to  d evelop  a reg ional 

p rog ram  for stab ilizing  and  red ucing  carb on d ioxid e 

(C O 2) em issions from  fossil fuel-fired  electric g enerating  

p lants.  R G G I p rop oses to  stab ilize C O 2 em issions at 

20 0 9  levels and  red uce them  by 10  p ercent from  these 

levels by 20 18.  R G G I is com p osed  of ind ivid ual C O 2 

b ud g et trad ing  p rog ram s in each of the p articip ating  

states.  E ach p articip ating  state’s C O 2 b ud g et trad ing  

p rog ram  estab lishes its resp ective share of the reg ional 

cap, and  each state w ill issue C O 2 allow ances in a num b er 

eq uivalent to  its p ortion of the reg ional cap.  E ach C O 2 

allow ance rep resents a p erm it to  em it one ton of C O 2 

in a sp ecific year.  The R G G I states w ill d istrib ute C O 2 

allow ances p rim arily throug h reg ional auctions.  R eg ulated  

p ow er g enerators are ab le to  p urchase C O 2 allow ances 

issued  by any of the p articip ating  states to  d em onstrate 

com p liance w ith the R G G I p rog ram  of the state g overning  

their g enerating  p lants.  Taken tog ether, the ind ivid ual 

p articip ating  state p rog ram s w ill function as a sing le 

reg ional com p liance m arket for carb on em issions.

C onnecticut ad op ted  reg ulations in July 20 0 8, w hich 

estab lished  an auction clearing  p rice threshold  of $5 p er 

C O 2 allow ance, ab ove w hich p rice all auction p roceed s w ill 

b e reb ated  to  custom ers.  For p roceed s up  to  the clearing  

p rice threshold , 69.5 p ercent w ill b e d irected  to  the 

conservation and  load  m anag em ent p rog ram s m anag ed  
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by the state’s utilities in conjunction w ith the E nerg y 

C onservation M anag em ent B oard .  Seventy-five p ercent of 

the R G G I auction p roceed s d irected  to  conservation and  

load  m anag em ent p rog ram s w ill b e allocated  to  C L& P ’s 

p rog ram s.  B ecause C L& P  d oes not ow n any g enerating  

assets, it is not req uired  to  acq uire C O 2 allow ances; 

how ever, C O 2 allow ance costs w ill likely b e includ ed  in 

w holesale rates charg ed  to  C L& P  in stand ard  o_ er typ e 

contracts.

M assachusetts p assed  leg islation in July 20 0 8  that d id  not 

set an auction clearing  p rice threshold  for R G G I auctions.  

This law  req uires 80  p ercent of R G G I auction p roceed s 

to  b e allocated  to  utility energ y ef ciency and  d em and  

resp onse p rog ram s.  B ecause W M E C O  d oes not ow n any 

g eneration assets, it is not req uired  to  acq uire any C O 2 

allow ances; how ever, C O 2 allow ance costs w ill likely b e 

includ ed  in w holesale rates charg ed  to  W M E C O  in stand ard  

o_ er typ e contracts.

N ew  H am p shire p assed  leg islation in June 20 0 8  that set an 

auction clearing  p rice threshold  of $6 p er C O 2 allow ance in 

20 0 9, ab ove w hich all auction p roceed s w ill b e reb ated  to  

custom ers.  P roceed s b elow  the threshold  are to  b e used  

for d em and  resp onse and  energ y ef ciency p rog ram s. 

The first reg ional auction of R G G I C O 2 allow ances took 

p lace on Sep tem b er 25, 20 0 8.  A t the auction, m ore than 

12.5 m illion C O 2 allow ances w ere sold  at the clearing  p rice 

of $3.0 7 p er C O 2 allow ance.  The second  reg ional auction 

w as held  on D ecem b er 17, 20 0 8, and  m ore than 31.5 m illion 

allow ances w ere sold  at a clearing  p rice of $3.38  p er 

C O 2 allow ance.  A uctions are sched uled  for M arch, June, 

Sep tem b er and  D ecem b er 20 0 9.

P SN H  anticip ates that its g enerating  units w ill em it b etw een 

4  m illion and  5 m illion tons of C O 2 p er year after taking  

into  account the op eration of P SN H ’s N orthern W ood  

P ow er w ood -b urning  g enerating  p lant, w hich und er the 

R G G I form ula, d ecreased  P SN H ’s resp onsib ility for red ucing  

fossil-fired  C O 2 em issions by ap p roxim ately 4 25,0 0 0  tons 

p er year, or alm ost ten p ercent.  N ew  H am p shire leg islation 

p rovid es up  to  2.5 m illion b anked  C O 2 allow ances p er year 

for P SN H ’s fossil fueled  g enerating  p lants d uring  the 20 0 9  

to  20 11 com p liance p eriod .  These b anked  C O 2 allow ances 

w ill initially com p rise ap p roxim ately one-half of the yearly 

C O 2 allow ances req uired  for P SN H ’s g enerating  p lants 

to  com p ly w ith R G G I, and  such b anked  allow ances w ill 

d ecrease over tim e.  P SN H  exp ects to  satisfy its rem aining  

R G G I req uirem ents by p urchasing  C O 2 allow ances at 

auction or in the m arket and  has p urchased  allow ances in 

the first tw o  auctions.  The cost of com p lying  w ith R G G I 

req uirem ents is recoverab le from  P SN H  custom ers.

N ew  H amp shire:

20 0 8 Legislation:  In July 20 0 8, N ew  H am p shire p assed  a 

law  estab lishing  a transm ission com m ission resp onsib le for 

d evelop ing  a p rop osal to  exp and  the electric transm ission 

system  in northern N ew  H am p shire to  encourag e the 

d evelop m ent of new  renew ab le g eneration sources.   

O n D ecem b er 1, 20 0 8, the transm ission com m ission 

sub m itted  its p rog ress rep ort, w hich conclud ed  that 

N ew  H am p shire should  continue to  p ursue the up g rad e 

of transm ission cap acity in its northern reg ion to  allow  

d evelop m ent of its native renew ab le energ y resources.   

A lso, the transm ission com m ission should  continue to  

p ursue b oth local and  reg ional cost allocation issues 

related  to  the transm ission exp ansion.  The northern N ew  

H am p shire reg ion has the p otential for over 50 0  M W  of new  

renew ab le resources.  P SN H  has includ ed  $ 130  m illion in its 

20 0 9  to  20 13 cap ital p lan for transm ission up g rad es  

in this reg ion, w hich assum es that these p rojects are b uilt 

and  that a cost allocation solution can b e ag reed  to  by 

relevant p arties.

In July 20 0 8, N ew  H am p shire p assed  a law  authorizing  rate 

recovery by electric p ub lic utilities of investm ents m ad e in 

d istrib uted  energ y resources up  to  5 M W , such as renew ab le 

energ y g eneration.  The total investm ent is lim ited  to  

resources having  a cap ab ility eq ual to  6 p ercent of a 

d istrib ution utility’s p eak load .  P SN H  has not yet includ ed  

any d istrib uted  energ y resource investm ent op p ortunities in 

its cap ital exp end iture p lans.  

Massachusetts:  

20 0 8  Legislation: A s referenced  ab ove, in July 20 0 8, 

M assachusetts enacted  “The G reen C om m unities A ct of 

20 0 7.”  A im ed  at increasing  energ y ef ciency (E E ) and  the 

use of renew ab le resources in the state, the A ct contains 

m any p rovisions im p ortant to  the state’s utilities.  In ad d i-

tion to  ad op ting  R G G I req uirem ents, the A ct:

R em oves the cap  on utility exp end itures for E E  and  d e-

m and  resp onse (D R ).  R eq uires utilities to  file three-year 

E E  and  D R  p lans w ith a new ly created  E nerg y E f ciency 

C ouncil;

R eq uires utilities to  sig n long -term  contracts for  

renew ab le resources;

A llow s each utility to  ow n and  op erate up  to  50  M W  of 

solar g eneration;

R eq uires utilities to  file a p lan w ith the D P U  for a sm art 

g rid  p ilot; and

Increases p enalties for failure to  m eet service q uality 

stand ard s from  2 p ercent of transm ission and  d istrib ution 

revenues to  2.5 p ercent.

B y A p ril 30 , 20 0 9, W M E C O  is req uired  to  p rep are a three-

year E E  and  D R  investm ent p lan related  to  the cost of E E  

and  D R  p rog ram s estab lished  by the A ct for review  by the 

E nerg y E f ciency C ouncil and , ultim ately, the D P U .  U nd er 

the A ct, utilities are authorized  to  ow n up  to  50  M W  of 

solar g enerating  facilities, if p art of a D P U  ap p roved  p lan.  

W M E C O  filed  a p rog ram  w ith the D P U  on Feb ruary 12, 

20 0 9  p rovid ing  for a three-p hase p rog ram  w ith D P U  

authorization p rior to  each p hase.  The initial p hase calls 

for 6 M W  to  b e installed  at eig ht host sites in W M E C O ’s 

service territory up on receip t of D P U  ap p roval.  This p hase 

of the p roject is exp ected  to  b e com p leted  as early as 20 10  

at a cost of ap p roxim ately $4 2 m illion.  The second  p hase 

includ es an ad d itional 9  M W  extend ing  throug h 20 12, and  

the third  and  final p hase could  increase total cap acity to   

the 50  M W  m axim um .  The D P U  has six m onths to  issue 

a d ecision on W M E C O ’s p lan.  W M E C O  is otherw ise 

p reclud ed  from  m aking  new  g eneration investm ents, b ut 

has not yet includ ed  any solar g eneration investm ent 

op p ortunities in its cap ital exp end iture p lans. 

Corp orate E xcise Tax:  O n July 3, 20 0 8, M assachusetts 

am end ed  its corp orate excise tax p rovisions, w hich are 

e_ ective for tax years b eg inning  on or after January 1, 

20 0 9.  C om p anies m ust account for the im p act of incom e 

tax law  chang es in the p eriod  that includ es the enactm ent 

d ate of the law  chang e.  A s a result, W M E C O  record ed  

an estim ate of the im p act of the new  leg islation as a $ 11.9  

m illion d ecrease to  d eferred  tax liab ilities and  a d ecrease to  

reg ulatory assets on its consolid ated  b alance sheet as  

of D ecem b er 31, 20 0 8. 

R egulatory Develop ments and R ate Matters

R egulated Distrib ution Comp anies:  W e are currently 

evaluating  the rate case strateg ies o f o ur d istrib ution 

com p anies.  B ased  o n 20 0 8  earning s, cost trend s, sales 

trend s and  the im p act o f the D ecem b er 11, 20 0 8  ice storm , 

it is p rob ab le that P SN H  w ill file a d istrib ution rate case in 

20 0 9  seeking  tem p orary rates e_ ective by July 1, 20 0 9, 

and  p erm anent rates e_ ective by July 1, 20 10 .  C L& P  has 

d eterm ined  that it w ill not file a d istrib ution rate case in 

m id -20 0 9.  C L& P  w ill continue to  co nsid er the p ossib ility 

o f filing  a rate case later in 20 0 9  o r in  20 10 , b ased  o n the 

econom ic, p olitical and  reg ulatory clim ate in C o nnecticut.  

In  resp onse to  the July 20 0 8  rate d ecoup ling  d ecision in 

M assachusetts, W M E C O  notified  the D P U  in Sep tem b er 

20 0 8  that it intend s to  file a d istrib ution rate case seeking  

authority for full d ecoup ling  in m id -20 10  to  b e e_ ective 

in January 20 11.  W e have no  im m ed iate p lans to  file a 

d istrib ution rate case for Yankee G as.

R egulated Comp anies’ Transmission R evenues - R etail 

R ates:  A  sig nificant p ortion of our transm ission seg m ent 

revenue com es from  ISO -N E  charg es to  the d istrib ution 

seg m ents of C L& P, P SN H  and  W M E C O , each of w hich 

recovers these costs throug h rates charg ed  to  their 

retail custom ers.  E ach of these com p anies has a retail 

transm ission cost tracking  m echanism  as p art of its rates, 

w hich allow s them  to  charg e their retail custom ers for 

transm ission costs on a tim ely b asis.

Forw ard Cap acity Market:  O n D ecem b er 1, 20 0 6, a F E R C -

ap p roved  settlem ent ag reem ent p rovid ing  for an auction-

b ased  forw ard  cap acity m arket (FC M ) m echanism  w as 

im p lem ented  and  the p aym ent of fixed  com p ensation to  
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g enerators throug h M ay 31, 20 10  b eg an.  The first forw ard  
cap acity auction conclud ed  in early Feb ruary 20 0 8  for the 
cap acity year of June 20 10  throug h M ay 20 11.  The b id d ing  
reached  the estab lished  m inim um  of $4 .50  p er kilow att-
m onth w ith 2,0 47 M W  of excess rem aining  cap acity, 
w hich resulted  in an e_ ective cap acity p rice of $4 .25 p er 
kilow att-m onth com p ared  to  the p reviously estab lished  
p rice of $4 .10  p er kilow att-m onth for the cap acity year 
p reced ing  June 20 10 .  The second  auction conclud ed  on 
D ecem b er 10 , 20 0 8  for the cap acity year of June 20 11 
throug h M ay 20 12.  The b id d ing  reached  the estab lished  
m inim um  of $3.60  p er kilow att-m onth w ith 4 ,755 M W  of 
excess rem aining  cap acity, w hich resulted  in an e_ ective 
cap acity p rice of $3.12 p er kilow att-m onth.  These costs 
are recoverab le in all jurisd ictions throug h the currently 
estab lished  rate structures.  

Connecticut - CL& P :
Distrib ution R ates:  O n January 28, 20 0 8, the D P U C  
issued  a final d ecision in a rate case C L& P  filed  on July 
30 , 20 0 7.  A s a result of the d ecision, C L& P  im p lem ented  
a $77.8  m illion annualized  d istrib ution rate increase 
e_ ective Feb ruary 1, 20 0 8  and  an increm ental $20 .1 m illion 
annualized  d istrib ution rate increase e_ ective  
Feb ruary 1, 20 0 9.

P eaking G eneration F iling:  In 20 0 7, C onnecticut p assed  
“A n A ct C oncerning  E lectricity and  E nerg y E f ciency” 
(E nerg y E f ciency A ct). A m ong  other p rovisions, the 
E nerg y E f ciency A ct req uired  electric d istrib ution 
com p anies, includ ing  C L& P, to  file p rop osals w ith the 
D P U C  to  b uild  cost-of-service p eaking  g eneration facilities.  
In 20 0 8, the D P U C  selected  three p rojects, none of w hich 
w ere p rop osals sub m itted  by C L& P, to  p rovid e p eaking  
g eneration totaling  ap p roxim ately 50 0  M W .  C L& P  entered  
into  C fD s w ith the d evelop ers of the three selected  
p eaking  g eneration units (P eaker C fD s).  The P eaker 
C fD s p ay the d evelop er the d i_ erence b etw een cap acity, 
forw ard  reserve and  energ y m arket revenues and  a cost-of-
service p aym ent stream  for 30  years.  A s d irected  by the 
D P U C , C L& P  and  U I entered  into  a cost sharing  ag reem ent, 
w hereby C L& P  is resp onsib le for 80  p ercent and  U I for 
20  p ercent of the net costs or b enefits of these C fD s.  
C L& P ’s p ortion of the costs and  b enefits w ill b e p aid  by or 
refund ed  to  its custom ers.  

R enew ab le E nergy Contracts:  In 20 0 8, p ursuant to  
C onnecticut’s “A ct C oncerning  E nerg y Ind ep end ence,” 
(E nerg y Ind ep end ence A ct), C L& P  sig ned  five contracts, 
and  U I sig ned  tw o  contracts each to  p urchase energ y, 
cap acity and  renew ab le energ y cred its from  p lanned  
renew ab le energ y p lants, includ ing  b iom ass and  fuel cell 
p rojects ap p roved  by the D P U C , com p rising  a total of 
10 9  M W  of cap acity.  C L& P  sig ned  one contract w ith a 
b iom ass p roject in 20 0 7 to  p urchase 15 M W  of its outp ut.  
P urchases und er the contracts are sched uled  to  b eg in 
b etw een 20 0 9  and  20 11 and  w ill extend  for p eriod s rang ing  

from  15 to  20  years.  A s d irected  by the D P U C , C L& P  and  
U I have also  sig ned  a sharing  ag reem ent und er w hich they 
w ill share the costs and  b enefits of these contracts, w ith 
80  p ercent to  C L& P  and  20  p ercent to  U I.  O n January 
16, 20 0 9, the D P U C  issued  a d raft d ecision selecting  tw o  
ad d itional renew ab le energ y p rojects for a total of 6 M W  
w ith w hich C L& P  or U I w ill sig n sim ilar contracts.  The 
D P U C ’s final d ecision on these p rojects is sched uled  for 
M arch 11, 20 0 9.  A d d itional p rojects are exp ected  to  b e 
selected  by the D P U C  to  achieve a total of 150  M W  of 
renew ab le energ y sources in C onnecticut in accord ance 
w ith the E nerg y Ind ep end ence A ct.  C L& P ’s p ortion of the 
costs and  b enefits of these contracts w ill b e p aid  by or 
refund ed  to  C L& P ’s custom ers.  

AMI F iling:  O n D ecem b er 19, 20 0 7, the D P U C  issued  a 
final d ecision on C L& P ’s com p liance p lan that req uires a 
p ilot p rog ram  to  test custom er interest in, and  resp onse 
to, p eak-tim e b ased  rates and  technical cap ab ilities of an  
ad vanced  m etering  infrastructure (A M I).  O n M ay 2, 20 0 8, 
the D P U C  ap p roved  C L& P ’s revised  p ilot p lan, w hich w as 
sub seq uently m od ified  to  p rovid e for a sum m er 20 0 9  rate 
p ilot sup p orted  by m eters for 3,0 0 0  voluntary rate p ilot 
custom ers.  The restriction of m eters to  only rate p ilot 
p articip ants d ecreased  the req uired  num b er of m eters 
from  10 ,0 0 0  to  the current 3,0 0 0 .  The rate p ilot custom er 
enrollm ent cam p aig n b eg an in N ovem b er 20 0 8.  C L& P  is 
req uired  to  sub m it a rep ort on the custom er resp onse to  
the p ilot, includ ing  technical cap ab ilities of A M I m eters and  
custom er resp onse to  p eak-tim e b ased  rates by D ecem b er 
1, 20 0 9.  The estim ated  increm ental cost of the p rog ram  
currently has a rang e of $ 10 .6 m illion to  $ 13 m illion.  The 
increm ental costs associated  w ith the p ilot are authorized  
to  b e recovered  from  custom ers, initially throug h C L& P ’s 
F M C C .  The non-increm ental costs are p rojected  to  b e  
less than $2 m illion.  

FMCC F iling:  In Sep tem b er 20 0 8, the D P U C  ap p roved  
C L& P ’s sem i-annual F M C C  filing , w hich reconciled  
actual F M C C  revenues and  charg es (includ ing  E nerg y 
Ind ep end ence A ct charg es), and  g eneration service 
charg e (G SC ) revenues and  exp enses for the full year 
p eriod  January 1, 20 0 7 throug h D ecem b er 31, 20 0 7, and  
that id entified  a total overrecovery of $ 10 5.4  m illion at 
D ecem b er 31, 20 0 7.  The m ajority of this overrecovery w as 
returned  to  custom ers in 20 0 8  throug h cred its includ ed  
in 20 0 8  rates that w ere d eterm ined  in sep arate rate 
p roceed ing s.  O n A ug ust 5, 20 0 8, C L& P  filed  w ith the 
D P U C  its sem i-annual F M C C  filing  for the p eriod  January 
1, 20 0 8  throug h June 30 , 20 0 8.  This filing  id entified  a net 
overrecovery totaling  $30 .9  m illion includ ing  the rem aining  
unam ortized  overrecovery from  20 0 7.  In D ecem b er 20 0 8, 
the D P U C  issued  a final d ecision covering  this p eriod  that 
ap p roved  all costs as filed .  

O n Feb ruary 6, 20 0 9, C L& P  filed  w ith the D P U C  its sem i-
annual F M C C  filing  for the year end ed  D ecem b er 31, 20 0 8, 

w hich id entified  an und errecovery totaling  ap p roxim ately 
$31.9  m illion, w hich has b een record ed  as a reg ulatory 
asset on the accom p anying  consolid ated  b alance sheet.   
A  d ecision sched ule has not yet b een set at this tim e.  
W e d o  not exp ect the outcom e of the D P U C ’s review  of 
this filing  to  have a m aterial ad verse e_ ect on C L& P ’s net 
incom e, financial p osition or cash flow s.  

Standard Service and Last R esort Service R ates:  C L& P ’s 
resid ential and  sm all com m ercial custom ers w ho  d o  not 
choose com p etitive sup p liers are served  und er Stand ard  
Service (SS) rates, and  larg e com m ercial and  ind ustrial 
custom ers w ho  d o  not choose com p etitive sup p liers are 
served  und er Last R esort Service (LR S) rates.  E _ ective 
January 1, 20 0 9, the D P U C  ap p roved  an increase to  
C L& P ’s total averag e SS  rate of ap p roxim ately 2.4  p ercent 
and  a d ecrease to  C L& P ’s total averag e LR S  rate of 
ap p roxim ately 5.9  p ercent.  The energ y sup p ly p ortion of 
the total averag e SS  rate increased  from  11.852 cents p er 
K W H  to  12.316 cents p er K W H .  The energ y sup p ly p ortion 
of the total averag e LR S  rate d ecreased  from  12.667 cents 
p er K W H  to  11.738  cents p er K W H .  E _ ective A p ril 1, 20 0 9, 
the D P U C  ap p roved  a d ecrease to  C L& P ’s total averag e 
LR S  rate of ap p roxim ately 22 p ercent, w hich w as a result 
of the energ y sup p ly p ortion d ecreasing  to  8.20 7 cents 
p er K W H  from  January 1, 20 0 9.  C L& P  is fully and  tim ely 
recovering  the costs of its SS  and  LR S  services.

CTA and SB C R econciliation:  O n M arch 31, 20 0 8, C L& P  
filed  w ith the D P U C  its 20 0 7 C om p etitive Transition 
A ssessm ent (C TA ) and  SB C  reconciliation, w hich com p ared  
C TA  and  SB C  revenues to  revenue req uirem ents.  For 
the 12 m onths end ed  D ecem b er 31, 20 0 7, total C TA  
revenues exceed ed  C TA  revenue req uirem ents by $26.1 
m illion, w hich has b een record ed  as a d ecrease to  the 
C TA  reg ulatory asset on the accom p anying  consolid ated  
b alance sheet.  For the 12 m onths end ed  D ecem b er 31, 
20 0 7, the SB C  cost of service exceed ed  SB C  revenues by 
$39.4  m illion, w hich has b een record ed  as a reg ulatory 
asset on the accom p anying  consolid ated  b alance sheet.  
O n D ecem b er 3, 20 0 8, the D P U C  issued  a final d ecision 
in this d ocket that ap p roved  the 20 0 7 C TA  and  SB C  
reconciliation w ith m inor m od ifications.  The d ecision 
referred  to  a p otential chang e in the C TA  rate e_ ective 
January 1, 20 0 9, w hen new  rates w ere to  b e d eterm ined  
for all C L& P  rate com p onents.  B y letter d ated  D ecem b er 
23, 20 0 8, the D P U C  ap p roved  C L& P ’s recom m end ation 
to  slig htly d ecrease the b ase C TA  rate and  to  estab lish a 
sep arate C TA  refund  cred it b eg inning  January 1, 20 0 9. The 
C TA  refund  cred it is intend ed  to  return to  custom ers over 
a tw elve m onth p eriod  a p rojected  20 0 8  C TA  overrecovery 
of $4 6.2 m illion, p lus $ 1.8  m illion of increm ental d istrib ution 
revenues attrib utab le to  accelerating  C L& P ’s p reviously 
allow ed  20 0 9  d istrib ution rate increase from  a start d ate 
of Feb ruary 1, 20 0 9  to  January 1, 20 0 9.  The D P U C  also  
ap p roved  an increase in the SB C  rate to  b ill an ad d itional 
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$11.7 m illion in 20 0 9, w hich should  enab le C L& P  to  fully 
recover 20 0 9  SB C  exp enses p lus exp enses that w ere 
und errecovered  in p rior p eriod s.

Transmission Adjustment Clause: O n June 16, 20 0 8, C L& P  
filed  a transm ission ad justm ent clause (TA C ) w ith the 
D P U C  req uesting  an increase in its retail transm ission rate 
e_ ective July 1, 20 0 8  to  collect $67.9  m illion of ad d itional 
revenues over the second  half of the year.  The increase in 
the TA C  w as attrib utab le to  the ad d itional investm ent in  
reg ional transm ission reliab ility p rojects.  The D P U C   
ap p roved  C L& P ’s filing  on June 25, 20 0 8.  O n D ecem b er 
8, 20 0 8, C L& P  filed  a TA C  w ith the D P U C  req uesting  no  
chang e to  the retail transm ission rate to  b e e_ ective  
January 1, 20 0 9, w hich covers the p eriod  January 1 throug h 
June 30 , 20 0 9.  The D P U C  ap p roved  C L& P ’s filing  on  
D ecem b er 23, 20 0 8.

P rocurement Fee R ate P roceedings: In p rior years, C L& P  
sub m itted  to  the D P U C  its p rop osed  m ethod olog y to   
calculate the variab le incentive p ortion of its transition  
service p rocurem ent fee, w hich w as e_ ective throug h 
20 0 6, and  req uested  ap p roval of the p re-tax $5.8   
m illion 20 0 4  incentive fee.  C L& P  has not record ed  
am ounts related  to  the 20 0 5 or 20 0 6 p rocurem ent fee in 
earning s.  C L& P  recovered  the $5.8  m illion p re-tax am ount, 
w hich w as record ed  in 20 0 5 earning s throug h the C TA   
reconciliation p rocess.  O n January 15, 20 0 9, the D P U C   
issued  a final d ecision in this d ocket reversing  its D ecem b er 
20 0 5 d raft d ecision and  stated  that C L& P  w as not elig ib le 
for the p rocurem ent incentive com p ensation for 20 0 4 .  A  
$5.8  m illion p re-tax charg e (ap p roxim ately $3.5 m illion net 
of tax) w as record ed  in the 20 0 8  earning s of C L& P, and  an 
ob lig ation to  refund  the $5.8  m illion to  custom ers has b een 
estab lished  as of D ecem b er 31, 20 0 8.  C L& P  filed  an ap p eal 
of this d ecision on Feb ruary 26, 20 0 9.  

Customer Service and Metering Dockets:  In  20 0 8, the 
D P U C  issued  final d ecisions in a d o cket exam ining  the 
m anner o f o p eration and  accuracy o f C L& P ’s electric 
m eters and  in a d o cket investig ating  C L& P  b illing  errors 
involving  ap p roxim ately 2,0 0 0  custom ers o n tim e o f use 
rates.  In  the m etering  d ocket the D P U C  d id  not fine C L& P, 
b ut the m etering  d ecision held  that p ossib ility o p en if 
C L& P  fails to  m eet b enchm arks to  b e estab lished  in the 
d o cket.  The d ecision in the tim e o f use d o cket d isallow ed  
recovery from  custom ers o f the increm ental costs  
associated  either d irectly o r ind irectly w ith the b illing   
errors.  These increm ental costs are not m aterial and  have 
b een exp ensed  as incurred .

20 0 8  Management Audit:  O n  A ug ust 18, 20 0 8, a 
co nsulting  firm  hired  by the D P U C  b eg an an on-site  
m anag em ent aud it of C L& P, w hich is req uired  to  b e  
cond ucted  every six years by statute and  req uires a  
d iag nostic review  of all functions of the com p any.  The 
aud it has b een com p leted , and  a final aud it rep ort is sched -
uled  to  b e filed  w ith the D P U C  in the first q uarter of 20 0 9.   

W e d o  not exp ect a m aterial im p act to  C L& P ’s financial 
p osition or results of op erations from  results of this aud it. 

Connecticut-Yankee G as:
P urchased G as Adjustment: In 20 0 5 and  20 0 6, the D P U C  
issued  d ecisions reg ard ing  Yankee G as’ P G A  clause charg es 
and  req uired  an aud it of p reviously recovered  P G A   
revenues of ap p roxim ately $ 11 m illion associated  w ith 
unb illed  sales and  revenue ad justm ents for the p eriod  of 
Sep tem b er 1, 20 0 3 throug h A ug ust 31, 20 0 5.  O n June 11, 
20 0 8, the D P U C  issued  a final ord er req uiring  Yankee G as 
to  refund  ap p roxim ately $5.8  m illion in p revious recoveries 
to  its custom ers.  The $5.8  m illion p re-tax charg e  
(ap p roxim ately $3.5 m illion net of tax) w as record ed   
in the 20 0 8  earning s of Yankee G as.

N ew  H amp shire:
Merrimack Clean Air P roject:  In 20 0 6, the N ew  H am p shire 
leg islature enacted  leg islation req uiring  P SN H  to  red uce 
the m ercury em issions from  its coal-fired  stations by at 
least 80  p ercent throug h the installation of w et scrub b er 
technolog y at its M errim ack Station in B ow , N ew  H am p shire 
no  later than July 1, 20 13.  Follow ing  an A ug ust 20 0 8  
announcem ent by P SN H  that the cost of this installation 
w ould  b e increasing  from  the orig inal estim ate of $250  
m illion to  $4 57 m illion, the N ew  H am p shire P ub lic U tilities 
C om m ission (N H P U C ) op ened  an inq uiry to  d eterm ine 
its authority to  find  w hether the p roject is in the p ub lic 
interest.  O n Sep tem b er 19, 20 0 8, the N H P U C  ruled  that 
its authority is lim ited  to  d eterm ining  at a later tim e the 
p rud ence of the costs of com p lying  w ith the req uirem ents 
of the scrub b er leg islation.  In O ctob er 20 0 8, several 
p arties filed  m otions w ith the N H P U C  req uesting  a 
reconsid eration of its ruling .  O n N ovem b er 12, 20 0 8, the 
N H P U C  issued  an ord er d enying  the m otions for rehearing .  
O n D ecem b er 11, 20 0 8, several p arties involved  in the filing  
of the O ctob er 20 0 8  m otion for rehearing  filed  an ap p eal 
w ith the N ew  H am p shire Sup rem e C ourt req uesting  that 
the C ourt overturn the N H P U C ’s find ing  that it lacked  
p resent authority over this m atter.  The Sup rem e C ourt has 
ind icated  that it w ill hear this ap p eal, b ut has not yet issued  
a sched ule for oral arg um ents.  P SN H  has b eg un site w ork 
for this p roject and  has cap italized  ap p roxim ately $27.5 
m illion as of D ecem b er 31, 20 0 8.  W hile P SN H  d oes not 
exp ect the outcom e of this ap p eal to  ad versely im p act its 
ab ility to  recover incurred  costs from  custom ers, should  
the C lean A ir A ct p roject b e canceled  for any reason, 
resulting  contract cancellation p aym ents and  term ination 
costs w ould  likely am ount to  a sub stantial p ortion of the 
ap p roxim ately $250  m illion of contractual com m itm ents 
exp ected  to  b e entered  into  by M arch 31, 20 0 9.  The actual 
total w ould  d ep end  on the tim ing  of a cancellation, if it 
w ere to  occur, and  related  neg otiations w ith vend ors.

Delivery Service R ates:  O n January 1, 20 0 8, P SN H ’s 
d istrib ution rates increased  by ap p roxim ately $3 m illion 
annually, p ursuant to  the N H P U C ’s M ay 20 0 7 ap p roval of 

P SN H ’s d istrib ution and  transm ission rate case settlem ent 
ag reem ent w ith N H P U C  sta_  and  the N ew  H am p shire 
O f ce of C onsum er A d vocate.  O n July 1, 20 0 8, P SN H ’s 
d istrib ution rates d ecreased  by $0 .4  m illion annually.  This 
am ount consisted  of a $3.4  m illion rate red uction related  
to  the full recovery of a rate d i_ erential recoup m ent, o_ set 
by an annual increase of $3 m illion for ad d itional fund ing  
of the M ajor Storm  C osts R eserve (M SC R ) for a tw o -
year p eriod  e_ ective July 1, 20 0 8  to  elim inate a neg ative 
b alance in the M SC R  and  restore the intend ed  reserve level 
of $ 1 m illion.  

E S and SCR C R econciliation and R ates:  O n M ay 1, 20 0 8, 
P SN H  filed  its 20 0 7 d efault energ y service (E S) and  
strand ed  cost recovery charg e (SC R C ) reconciliation 
w ith the N H P U C , w hose evaluation includ es a p rud ence 
review  of P SN H ’s g eneration activities.  D uring  20 0 7, E S  
and  SC R C  revenues exceed ed  E S  and  SC R C  costs by $ 1.4  
m illion and  $6.8 m illion, resp ectively, and  w ere d eferred  
as a reg ulatory liab ility to  b e refund ed  to  custom ers.  O n  
N ovem b er 19, 20 0 8, P SN H  and  the N H P U C  Sta_  sub m itted  
a settlem ent ag reem ent that resolved  all outstand ing  
issues.  The N H P U C  issued  an ord er d ated  January 16, 20 0 9  
that accep ted  the settlem ent as filed .  The settlem ent 
ag reem ent and  sub seq uent ord er d id  not have a m aterial 
ad verse im p act on P SN H ’s financial p osition or results of 
op erations.  P SN H  exp ects to  file its 20 0 8  E S  and  SC R C  
reconciliation w ith the N H P U C  by M ay 1, 20 0 9.   
W e d o  not exp ect the outcom e of the N H P U C  review  to  
have a m aterial ad verse im p act on P SN H ’s financial p osition 
or results of op erations.  

O n  June 27, 20 0 8, the N H P U C  issued  o rd ers increasing   
the E S  rate from  8.82 cents p er K W H  to  9.57 cents p er 
K W H  and  low ering  the SC R C  rate from  0 .72 cents p er 
K W H  to  0 .65 cents p er K W H , e_ ective from  July 1, 20 0 8  
throug h D ecem b er 31, 20 0 8.  In  D ecem b er 20 0 8, the 
N H P U C  issued  o rd ers that increased  the E S  rate to  9.92 
cents p er K W H  and  the SC R C  rate to  0 .98  cents p er K W H .  
These rates w ill b e e_ ective from  January 1, 20 0 9  throug h 
D ecem b er 31, 20 0 9. 

TCAM R econciliation and R ates:  O n M ay 13, 20 0 8, P SN H  
filed  a July 1, 20 0 7 throug h June 30 , 20 0 8  transm ission 
cost ad justm ent m echanism  (TC A M ) reconciliation and  a 
p rojected  TC A M  rate to  b e b illed  e_ ective July 1, 20 0 8  and  
continuing  throug h June 30 , 20 0 9. U nd er the term s of an  
N H P U C  rate ord er issued  on June 27, 20 0 8, P SN H ’s TC A M  
rate w as increased  from  0 .752 cents p er K W H  to  0 .935 
cents p er K W H , e_ ective July 1, 20 0 8. 

Major Storm Costs R eserve:  O n D ecem b er 11, 20 0 8, a 
m ajor ice storm  struck p ortions of N ew  E ng land , severely 
d am ag ing  P SN H ’s d istrib ution system .  This w as the m ost 
severe ice storm  in P SN H ’s history.  O f the 4 4 0 ,0 0 0  N ew  
H am p shire hom es and  b usinesses that lost p ow er, 322,0 0 0  
w ere served  by P SN H .  R estoration op erations com m enced  
on D ecem b er 11, 20 0 8  and  w ere sub stantially com p leted  
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by D ecem b er 25, 20 0 8.  P SN H  utilized  its ow n line crew s, 
local contractors, line crew s from  other N U  sub sid iaries and  
num erous other line crew s from  the eastern U nited  States 
and  C anad a.  

The op erating  cost of storm  restorations that m eet a 
N H P U C  sp ecified  criteria are fund ed  throug h the M SC R .  
C ap ital costs for any storm  w ork are charg ed  to  p rop erty, 
p lant and  eq uip m ent and  recovered  throug h the norm al 
d istrib ution ratem aking  p rocess.  A s the D ecem b er 20 0 8  
ice storm  m et the M SC R  criteria, $62.7 m illion of total 
estim ated  rep air costs of $75 m illion associated  w ith this 
storm  w ere charg ed  to  the M SC R  at D ecem b er 31, 20 0 8.  
P SN H  intend s to  recover these costs as p art of its next 
d elivery rates p roceed ing  w ith the N H P U C .  O ut of the 
rem aining  total storm  costs incurred  throug h D ecem b er 
31, 20 0 8, $6.5 m illion of non-increm ental costs has b een 
exp ensed  and  $5.6 m illion has b een cap italized  to  p lant 
and  eq uip m ent.  P SN H  exp ects to  recog nize an ad d itional 
$ 10  m illion in 20 0 9  w hen the w eather is w arm er and  
ad d itional clean-up  and  rep airs can b e p erform ed .  W e 
carry $ 15 m illion of storm -related  insurance system -w id e 
and  to  the extent that any insurance p roceed s are received , 
a p ortion w ould  b e allocated  to  P SN H  to  red uce the 
am ount of d eferred  or exp ensed  storm  costs.  The N H P U C  
sched uled  p ub lic hearing s in M arch and  A p ril of 20 0 9  as 
p art of its review  of state and  utility op erational resp onses 
to  the storm .  The costs of the D ecem b er 11, 20 0 8  storm  
d id  not have a m aterial im p act on P SN H ’s 20 0 8  net 
incom e.  

R enew ab le P ortfolio Standards:  O n M ay 11, 20 0 7, 
G overnor Lynch sig ned  into  law  the “R enew ab le E nerg y 
A ct,” estab lishing  renew ab le p ortfolio  stand ard s (R P S) 
that req uires annual increases in the p ercentag e of 
electricity w ith d irect ties to  renew ab le sources sold  to  
N ew  H am p shire retail custom ers.  The renew ab le sourcing  
req uirem ents b eg an in 20 0 8  and  increase each year to  
reach 23.8  p ercent in 20 25.  P SN H  p lans to  m eet these 
stand ard s, in p art, throug h the p urchase of renew ab le 
energ y certificates (R E C s) from  q ualified  renew ab le 
energ y resources.  For each M W H  of energ y p rod uced  
from  a q ualifying  resource, the p rod ucer w ill receive one 
R E C .  E nerg y sup p liers, like P SN H , w ill p urchase these 
R E C s from  the p rod ucers and  w ill use them  to  satisfy the 
R P S  req uirem ents.  To  the extent that P SN H  is unab le 
to  p urchase suf cient R E C s, it w ill b e req uired  to  m ake 
up  the d i_ erence b etw een the R E C s p urchased  and  its 
total ob lig ation by m aking  an alternative com p liance 
p aym ent (A C P ) for each R E C  req uirem ent for w hich P SN H  
is d eficient.  The $8.7 m illion in 20 0 8  costs for the R P S  
ob lig ation d id  not im p act earning s, as these costs are 
b eing  recovered  by P SN H  throug h its E S  rates.

Massachusetts:  
Distrib ution R ates:  O n January 1, 20 0 8, W M E C O ’s 
d istrib ution rates increased  by $3 m illion annually as 
ap p roved  by the D P U  in D ecem b er 20 0 6.  W M E C O  
ad justed  its rates to  includ e the d istrib ution increase, 
new  b asic service contracts, and  chang es in several 
tracking  m echanism s.  O n D ecem b er 29  and  30 , 20 0 8, 
the D P U  ap p roved  W M E C O ’s p rop osed  rate chang es 
e_ ective January 1, 20 0 9.  The rate chang es w ere m ad e in 
accord ance w ith W M E C O ’s various tracking  m echanism s.  
The overall im p act on custom ers’ b ills w as a 0 .5 p ercent 
increase for resid ential custom ers, a 2 p ercent d ecrease for 
sm all com m ercial and  ind ustrial custom ers, and  a 3 p ercent 
d ecrease for m ed ium  and  larg e com m ercial and  ind ustrial 
custom ers.

B asic Service R ates:  E _ ective July 1, 20 0 8, the rates 
for b asic service custom ers increased  d ue to  the rise in 
the cost of energ y reflected  in W M E C O ’s b asic service 
solicitations.  B asic service rates for resid ential custom ers 
increased  from  10 .8  cents p er K W H  to  12.1 cents p er K W H , 
sm all com m ercial and  ind ustrial custom ers increased  from  
11.5 cents p er K W H  to  12.8  cents p er K W H  and  rates for 
m ed ium  and  larg e com m ercial and  ind ustrial custom ers 
increased  from  10 .5 cents p er K W H  to  14 .6 cents p er 
K W H .  E _ ective O ctob er 1, 20 0 8, the rates for W M E C O ’s 
m ed ium  and  larg e com m ercial and  ind ustrial b asic service 
custom ers d ecreased  from  14 .6 cents p er K W H  to  11.1 
cents p er K W H  d ue to  the d ecline in the cost of energ y, as 
reflected  in its b asic service solicitations.  E _ ective January 
1, 20 0 9, the rates for all b asic service custom ers d ecreased  
d ue to  the d ecline in the cost of energ y, as reflected  in 
W M E C O ’s b asic service solicitations.  B asic service rates for 
resid ential custom ers d ecreased  from  12.1 cents p er K W H  
to  11.8  cents p er K W H , sm all com m ercial and  ind ustrial 
custom ers d ecreased  from  12.8  cents p er K W H  to  12.1 cents 
p er K W H  and  rates for m ed ium  and  larg e com m ercial and  
ind ustrial custom ers d ecreased  from  11.1 cents p er K W H  to  
10 .2 cents p er K W H .

Transition Cost R econciliations:  O n June 20 , 20 0 8, the 
D P U  issued  its final d ecision on W M E C O ’s 20 0 5 and  20 0 6 
transition cost reconciliations, w hich resulted  in a p re-tax 
charg e of $ 1.6 m illion to  W M E C O ’s 20 0 8  consolid ated  
statem ents of incom e.  The D P U  ord ered  W M E C O  to  use a 
R O E  of 11 p ercent, and  not the allow ed  R O E  of 9.85 p ercent 
in 20 0 5 and  20 0 6, for p urp oses of calculating  carrying  
cost cred its for custom ers on the strand ed  cost d eferrals.  
In ad d ition, the D P U  ord ered  W M E C O  not to  com b ine 
certain overrecoveries and  und errecoveries b ut instead  
to  keep  them  sep arate and  to  calculate carrying  costs 
on certain b alances using  a R O E  of 11 p ercent and  to  use 
custom er d ep osit rates on other b alances.  The im p acts of 
this ord er on W M E C O ’s calculations of the 20 0 7 and  year 
to  d ate 20 0 8  transition cost reconciliations w ere record ed  
in the second  q uarter of 20 0 8.  

Decoup ling Decision:  O n July 16, 20 0 8, the D P U  issued  a 
d ecision in its d ecoup ling  g eneric d ocket req uiring  all g as 
and  electric utilities to  file full d ecoup ling  p rop osals w ith 
their next g eneral rate case.  The d ecision rejected  calls for 
p artial d ecoup ling  or d ecoup ling  by rate d esig n in favor  
of full d ecoup ling  by rate class.  A ctual revenues are  
to  b e reconciled  to  targ et revenues, as estab lished  in  
litig ated  rate cases, on an annual b asis.  A d justm ents p er 
the reconciliation w ill b e m ad e to  the d istrib ution  
com p onent of rates.  The d ecision also  d eterm ined  that  
the D P U  w ill honor existing  long -term  rate p lans,  
p erform ance-b ased  reg ulation p lans and  settlem ents.   
O n Sep tem b er 2, 20 0 8, W M E C O  notified  the D P U  that it 
exp ects to  file its next d istrib ution rate case in m id -20 10   
to  b e e_ ective January 1, 20 11.  The d istrib ution rate case 
w ill includ e a p rop osal to  fully d ecoup le d istrib ution  
revenues from  K W H  sales.

Service Q uality P erformance Assessment:  A s p art of the 
D ecem b er 20 0 6 rate case settlem ent ag reem ent ap p roved  
by the D P U , W M E C O  b ecam e sub ject to  service q uality 
(SQ ) m etrics that m easure safety, reliab ility and  custom er 
service.  A ny charg es incurred  are p aid  to  custom ers 
throug h a m ethod  ap p roved  by the D P U .  W M E C O  w ill 
likely b e req uired  to  p ay an assessm ent charg e for its 20 0 8  
reliab ility p erform ance ag ainst the m etrics estab lished  
for 20 0 8, p rim arily as a result of sig nificant storm  activity.  
W M E C O  has p erform ed  at targ et for other non-storm   
related  reliab ility m etrics.  W M E C O  w ill file its 20 0 8  SQ  
results and  assessm ent calculation w ith the D P U  in M arch 
20 0 9.  In 20 0 8, W M E C O  record ed  an estim ated  p re-tax 
charg e and  a reg ulatory liab ility of ap p roxim ately $ 1.3  
m illion for this assessm ent.  

Storm Costs R eserve:  The D ecem b er 11, 20 0 8  ice storm  
also  im p acted  areas served  by W M E C O .  A s this storm  m et 
the storm  costs reserve criteria ap p roved  in W M E C O ’s last 
d istrib ution rate case settlem ent, $ 11.3 m illion of the total 
$ 13.8  m illion estim ated  rep air costs associated  w ith this 
storm  w ere recog nized  as a d eferred  asset at D ecem b er 31, 
20 0 8.  W M E C O  exp ects to  b eg in recovery of these costs in 
its next d istrib ution rate p roceed ing .  O ut of the rem aining  
total storm  costs, $1.4  m illion has been expensed, including  a 
sig nificant p ortion of non-increm ental costs, and  $ 1.1 m illion 
has b een cap italized  to  p lant and  eq uip m ent.  W e carry $ 15 
m illion of storm -related  insurance system -w id e and  to  the 
extent that any insurance p roceed s are received , a p ortion 
w ould  b e allocated  to  W M E C O  to  red uce the am ount of 
d eferred  or exp ensed  storm  costs.  The D P U  has op ened  
a form al d ocket to  review  storm  restoration e_ orts by the 
state’s utilities and  held  p ub lic hearing s in Feb ruary 20 0 9.  
The costs of the D ecem b er 11, 20 0 8  storm  d id  not have a 
m aterial im p act on the 20 0 8  earning s of W M E C O .

Transfer of Transmission Assets:  O n D ecem b er 15, 20 0 8, 
the FE R C  approved  the transfer of $4  m illion in transm ission 
related  assets of our w holly ow ned  sub sid iaries’ H W P  and  
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H P& E  to  W M E C O , w hich occurred  on D ecem b er 31, 20 0 8.  A fter certain routine reg ulatory 

filing s, H W P  and  H P& E  w ill no  long er b e F E R C -reg ulated  entities.

Contingent Matters:  

The item s sum m arized  b elow  contain conting encies that m ay have an im p act on our net 

incom e, financial p osition or cash flow s.  See N ote 7A , “C om m itm ents and  C onting encies - 

R eg ulatory D evelop m ents and  R ate M atters,” to  the consolid ated  financial statem ents for 

further inform ation reg ard ing  these m atters.

Transition Cost R econciliation:  O n July 18, 20 0 8, W M E C O  filed  its 20 0 7 transition 

cost (TC ) reconciliation w ith the D P U , w hich com p ared  TC  revenue and  revenue  

req uirem ents.  For the tw elve m onths end ed  D ecem b er 31, 20 0 7, total TC  revenues 

along  w ith carrying  charg es exceed ed  TC  revenue req uirem ents by $2.6 m illion, w hich 

has b een record ed  as a reg ulatory liab ility on the accom p anying  consolid ated  b alance 

sheets.  A  p ub lic hearing  and  p roced ural conference w as held  on N ovem b er 20 , 20 0 8.  

O n D ecem b er 22, 20 0 8, the M assachusetts A ttorney G eneral filed  testim ony on tw o  

top ics: the d eferred  return and  carrying  charg es on the C ap ital P roject Sched uling  List; 

and  the recovery of N ortheast N uclear C om p any p ension/p ostretirem ent b enefits other 

than p ension (P B O P ) costs.  W M E C O  filed  reb uttal testim ony on D ecem b er 30 , 20 0 8.  

A  hearing  w as held  on January 29, 20 0 9.  The b riefing  p eriod  end ed  on Feb ruary 26, 

20 0 9.  There is no  tim eline for a D P U  d ecision.  W e d o  not exp ect the outcom e of the 

D P U ’s review  of this filing  to  have a m aterial ad verse e_ ect on W M E C O ’s net incom e, 

financial p osition or cash flow s. 

C2 P rudency Audit:   P ursuant to  the d ecision in C L& P ’s 20 0 7 rate case, the D P U C  has 

hired  a consulting  firm  to  p erform  a p rud ency aud it of certain costs incurred  in the 

im p lem entation of a new  custom er service system  (C 2) at C L& P.  The aud it b eg an on 

D ecem b er 1, 20 0 8  and  w ill b e ong oing  throug h early 20 0 9, w ith a final rep ort to  the 

D P U C  d ue M arch 31, 20 0 9.  The D P U C  has stated  its intentions to  op en a d ocket to  

review  the find ing s of the aud it after com p letion.  W e continue to  b elieve that our C 2 

exp enses w ere p rud ent and  w ill b e recovered  in rates.

Deferred Contractual Ob ligations

W e have d ecom m issioning  and  p lant closure cost ob lig ations to  C onnecticut Yankee  

A tom ic P ow er C om p any (C YA P C ), Yankee A tom ic E lectric C om p any (YA E C ) and  M aine 

Yankee A tom ic P ow er C om pany (M YA PC ) (Yankee C om panies), w hich have each com pleted  

the p hysical d ecom m issioning  of their resp ective nuclear facilities and  are now  eng ag ed  in 

the long -term  storag e of their sp ent fuel.  The Yankee C om p anies collect d ecom m issioning  

and  closure costs throug h w holesale, F E R C -ap p roved  rates charg ed  und er p ow er p urchase 

ag reem ents w ith several N ew  E ng land  utilities, includ ing  our electric utility sub sid iaries.  

These com p anies recover these costs throug h state reg ulatory com m ission-ap p roved   

retail rates.  A  sum m ary of each of our sub sid iary’s ow nership  p ercentag e in the Yankee 

C om p anies at D ecem b er 31, 20 0 8  is as follow s:

 CYAP C YAE C MYAP C

C L & P 34.5% 24.5% 12.0 % 
PS NH  5.0 % 7.0 % 5.0 % 
W M E C O   9.5% 7.0 % 3.0 %

T ota ls  49.0 % 38 .5% 20 .0 %

O ur p ercentag e share of the ob lig ation to  sup p ort the Yankee C om p anies und er F E R C -

ap p roved  rate tari_ s is the sam e as the ow nership  p ercentag es ab ove.  

C YA P C , YA E C  and  M YA P C  are currently collecting  am ounts that w e b elieve are ad eq uate 

to  recover the rem aining  d ecom m issioning  and  closure cost estim ates for their resp ective 

p lants.  W e b elieve C L& P  and  W M E C O  w ill recover their shares of these d ecom m issioning  

and  closure ob lig ations from  their custom ers.  P SN H  has recovered  its share of these costs 

from  its custom ers.  

Sp ent N uclear Fuel L itigation:  In 1998, C YA P C , YA E C  and  M YA P C  filed  sep arate 

com p laints ag ainst the U nited  States D ep artm ent of E nerg y (D O E ) in the C ourt of Fed eral 

C laim s seeking  m onetary d am ag es resulting  from  the D O E ’s failure to  b eg in accep ting  

sp ent nuclear fuel for d isp osal by January 31, 1998  p ursuant to  the term s of the 1983 sp ent 

fuel and  hig h level w aste d isp osal contracts b etw een the Yankee C om p anies and  the D O E .  

In a ruling  released  on O ctob er 4 , 20 0 6, the C ourt of Fed eral C laim s held  that the D O E  

w as liab le for d am ag es to  C YA P C  for $34 .2 m illion throug h 20 0 1, YA E C  for $32.9  m illion 

throug h 20 0 1 and  M YA P C  for $75.8  m illion throug h 20 0 2.  In D ecem b er 20 0 7, the Yankee 

C om p anies filed  law suits ag ainst the D O E  seeking  recovery of actual d am ag es incurred  in 

the years follow ing  20 0 1/20 0 2.  

In D ecem b er 20 0 6, the D O E  ap p ealed  the ruling , and  the Yankee C om p anies filed  a cross-

ap p eal.  The C ourt of A p p eals issued  its d ecision on A ug ust 7, 20 0 8, e_ ectively ag reeing  

w ith the trial court’s find ing s as to  the liab ility of the D O E  b ut d isag reeing  w ith the m ethod  

that the trial court used  to  calculate d am ag es.  The C ourt of A p p eals vacated  the d ecision 

and  rem and ed  the case for new  find ing s consistent w ith its d ecision.

The refund  to  C L& P, P SN H  and  W M E C O  of any d am ag es that m ay b e recovered  from  the 

D O E  w ill b e realized  throug h the Yankee C om p anies’ F E R C -ap p roved  rate settlem ent 

ag reem ents, sub ject to  final d eterm ination of the F E R C .  C L& P, P SN H  and  W M E C O  

cannot at this tim e d eterm ine the tim ing  or am ount of any ultim ate recovery from  the 

D O E , throug h the Yankee C om p anies, on this m atter.  H ow ever, w e b elieve that any net 

settlem ent p roceed s w e receive w ould  b e incorp orated  into  F E R C -ap p roved  recoveries, 

w hich w ould  b e p assed  on to  our custom ers throug h red uced  charg es.  

N U  E nterp rises Divestitures

W e have exited  m ost of our com p etitive b usinesses.  N U  E nterp rises continues to  m anag e 

to  com p letion its rem aining  w holesale m arketing  contracts and  m anag es its energ y 

services activities.  

W holesale Marketing:  D uring  20 0 8 Select E nergy continued  to  m anage its rem aining  PJM  

p ow er p ool w holesale sales contract and  its related  supply contracts, w hich expired  on M ay 

31, 20 0 8, and  its long -term  w holesale sales contract w ith the N ew  York M unicipal P ow er 

A gency (N Y M PA ), an agency com prised  of m unicipalities, and  related  supply contracts, that 

expires in 20 13.  These contracts are d erivatives that have b een m arked  to  m arket through 

earnings.  In addition to  the N Y M PA -related  contracts, Select E nergy’s only other long -term  

w holesale obligation is a non-derivative contract to  p urchase and  operate the output of a 

certain g enerating  facility in N ew  E ngland  through 20 12.  A s a non-derivative contract, the 

fair value of the contract has not b een reflected  on the b alance sheet, and  the contract has 

not b een m arked  to  m arket.  

R etail Marketing B usiness:  O n June 1, 20 0 6, Select E nergy sold  its retail m arketing  b usiness 

and  p aid  $24 .4  m illion in 20 0 6 and  $14 .7 m illion in 20 0 7 to  the p urchaser, w hich com pleted  

our obligation.  

Competitive G eneration B usiness:  W e com pleted  the sale of N U  E nterprises’ com petitive 

g eneration assets on N ovem ber 1, 20 0 6.  

Energy Services:  M ost of N U  E nterprises’ energy services b usinesses w ere sold  in 20 0 5 and  

20 0 6.  C ertain other b usinesses w ere w ound  d ow n in 20 0 7 and  w e continue to  w ind  d ow n 

m inim al activity at the other energy services b usinesses.  H ow ever, w e continue to  ow n and  

m anage one energy services b usiness, E .S. B oulos C om pany (B oulos), w hich is an electrical 

contractor b ased  in M aine.

In connection w ith the sale of the retail m arketing  b usiness, the com petitive g eneration 

b usiness and  certain of the energy services b usinesses, w e p rovided  various g uarantees and  

indem nifications to  the p urchasers of those b usinesses.  See N ote 7F, “C om m itm ents and  

C ontingencies - G uarantees and  Indem nifications,” to  the consolidated  financial statem ents 

for inform ation reg ard ing  these item s.
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N U  E nterp rises Contracts

W holesale Derivative Contracts:  O n January 1, 20 0 8, w e im p lem ented  SFA S  N o. 157.  
For further inform ation on SFA S  N o. 157, see N ote 1F, “Sum m ary of Sig nificant A ccounting  
P olicies - Fair V alue M easurem ents,” and  N ote 4 , “Fair V alue M easurem ents,” to  the 
consolid ated  financial statem ents, and  the “C ritical A ccounting  P olicies and  E stim ates” 
section of this M anag em ent’s D iscussion and  A nalysis.

A t D ecem b er 31, 20 0 8  and  20 0 7, the fair value o f N U  E nterp rises’ w holesale d erivative 
assets and  d erivative liab ilities (throug h its sub sid iary Select E nerg y), w hich are sub ject 
to  m ark-to -m arket accounting , are as fo llow s:

  Decemb er 31,
(Millions of Dollars)  20 0 8   20 0 7

C u rrent w h oles a le d eriv a tiv e a s s ets   $ -   $ 36.2
L ong -term w h oles a le d eriv a tiv e a s s ets    -    7.2
C u rrent w h oles a le d eriv a tiv e lia b ilities    (14.5 )  (64.9 )
L ong -term w h oles a le d eriv a tiv e lia b ilities    (49.4 )  (72.5 )

Portfolio p os ition  $ (63.9 ) $ (94.0  )

N um erous factors could  either p ositively or neg atively a_ ect the realization of the  
w holesale d erivative net fair value am ounts in cash.  These factors includ e the volatility  
of com m od ity p rices until the d erivative contracts are exited  or exp ire, d i_ erences 
b etw een exp ected  and  actual volum es, the p erform ance of counterp arties, and  other 
factors.

Select E nerg y has p olicies and  p roced ures req uiring  all of its w holesale d erivative  
energ y p ositions to  b e valued  d aily and  seg reg ating  resp onsib ilities b etw een the 
ind ivid uals actually transacting  (front of ce) and  those confirm ing  the trad es (m id d le 
of ce).  The m id d le of ce is resp onsib le for d eterm ining  the p ortfolio’s fair value 
ind ep end ent from  the front of ce. 

The m ethod s Select E nerg y used  to  d eterm ine the fair value of its w holesale d erivative 
contracts are id entified  and  seg reg ated  in the tab le of fair value of w holesale d erivative 
contracts at D ecem b er 31, 20 0 8  and  20 0 7.  A  d escrip tion of each m ethod  is as follow s:  
1) p rices actively q uoted  p rim arily rep resent N Y M E X  futures and  sw ap s that are m arked  
to  closing  exchang e p rices; and  2) p rices p rovid ed  by external sources p rim arily includ e 
over-the-counter forw ard s and  op tions, includ ing  b ilateral contracts for the p urchase or 
sale of electricity, and  are m arked  to  the m id -p oint of b id  and  ask m arket p rices.  The 
m id -p oints of m arket p rices are ad justed  to  includ e all ap p licab le m arket inform ation, such 
as historical exp erience w ith intram onth p rice volatility and  b ilateral contract p rices in 
illiq uid  p eriod s.  C urrently, Select E nerg y also  has a d erivative contract for w hich a p ortion 
of the contract’s fair value is d eterm ined  b ased  up on a m od el.  The m od el utilizes natural 
g as p rices and  a heat rate conversion factor to  d eterm ine o_ -p eak electricity p rices for 
one N ew  York routinely q uoted  hub  zone for 20 13.  For the b alance of hub  zones, b roker 
q uotes for electricity p rices are g enerally availab le on-p eak throug h 20 13 and  o_ -p eak 
throug h 20 12.  

G enerally, valuations of short-term  d erivative contracts d erived  from  q uotes or other 
external sources are m ore reliab le should  there b e a need  to  liq uid ate the contracts, w hile 
valuations for long er-term  d erivative contracts are less certain.  A ccord ing ly, there is a risk 
that d erivative contracts w ill not b e realized  at the am ounts record ed .

The tab les b elow  d isag g reg ate the estim ated  fair value of the w holesale d erivative 
contracts.  V aluations of ind ivid ual contracts are b roken into  their com p onent p arts 
b ased  up on p rices actively q uoted , p rices p rovid ed  by external sources and  m od el-b ased  
am ounts.  U nd er SFA S  N o. 157, contracts are classified  in their entirety accord ing  to  the 
low est level for w hich there is at least one inp ut that is sig nificant to  the valuation.

Therefore, these contracts are classified  as Level 3 und er SFA S  N o. 157.  A t D ecem b er 31, 
20 0 8  and  20 0 7, the sources of the fair value of w holesale d erivative contracts are includ ed  
in the follow ing  tab les:

(Millions of Dollars)                     Fair V alue of W holesale Contracts at Decemb er 31, 20 0 8

   Maturity in 
 Maturity Less Maturity of One E xcess Total Fair 
Sources of Fair V alue than One Year to Four Years of Four Years V alue

Prices  a ctiv ely  q u oted  $ (10 .1 ) $ (7.3 ) $ (1.2 ) $ (18 .6 )
Prices  p rov id ed  b y  ex terna l  
   s ou rces   (2.7 )  (21.2 )  (10 .0  )  (33.9 )
M od el-b a s ed  (1)  (1.7 )  (6.7 )  (3.0  )  (11.4 )

T ota ls  $ (14.5 ) $ (35.2 ) $ (14.2 ) $ (63.9 )

(1) The m o d el-b ased  am ounts includ e the e_ ects o f im p lem enting  SFA S  N o. 157.  

 
(Millions of Dollars)                 Fair V alue of W holesale Contracts at Decemb er 31, 20 0 7

   Maturity in 
 Maturity Less Maturity of One E xcess Total Fair 
Sources of Fair V alue than One Year to Four Years of Four Years V alue

Prices  a ctiv ely  q u oted  $ (4.7 ) $ (0 .2 ) $ 1.4  $ (3.5 ) 
Prices  p rov id ed   
  b y  ex terna l s ou rces   (24.0  )  (38 .8  )  (13.4 )  (76.2 ) 
M od el-b a s ed   -    4.3   (18 .6 )  (14.3 )

T ota ls  $ (28 .7 ) $ (34.7 ) $ (30 .6 ) $ (94.0  )

For the years end ed  D ecem b er 31, 20 0 8  and  20 0 7, the chang es in fair value of these 
d erivative contracts are includ ed  in the tab le:

                           Total P ortfolio Fair V alue

(Millions of Dollars)  20 0 8   20 0 7

F a ir v a lu e of w h oles a le contra cts  ou ts ta nd ing   
  a t th e b eg inning  of th e y ea r $ (94.0  ) $ (126.5 )
Pre-ta x  effects  of imp lementing  S F AS   
  No. 157 ($3.2 million a fter-ta x ) (1)  (6.1 )  - 
C ontra cts  rea liz ed  or oth erw is e s ettled  d u ring  th e y ea r (2)  29.2   38 .9
C h a ng e in u nrea liz ed  g a ins /(los s es ) inclu d ed  in ea rning s   7.0    (6.4 )

F a ir v a lu e of w h oles a le contra cts   
  ou ts ta nd ing  a t th e end  of th e y ea r $ (63.9 ) $ (94.0  )

(1)   P re-tax e_ ect record ed  in fuel, p urchased  and  net interchang e p ow er o n the co nsolid ated   

      statem ent o f incom e.

(2)   The 20 0 8  am ount includ es p urchases, issuances and  settlem ents o f $24 .2 m illion and  realized   

       intra-m onth g ains o f $5 m illion. 

F o r further inform ation reg ard ing  Select E nerg y’s d erivative contracts, see N ote 3, 
“D erivative Instrum ents,” to  the co nsolid ated  financial statem ents.  

Counterp arty Credit:  C ounterp arty cred it risk relates to  the risk of loss that Select 
E nerg y w ould  incur b ecause of non-p erform ance by counterp arties p ursuant to  the 
term s of their contractual ob lig ations.  Select E nerg y has estab lished  cred it p olicies 
w ith reg ard  to  its counterp arties to  m inim ize overall cred it risk.  These p olicies req uire 
an evaluation of p otential counterp arties’ financial cond ition (includ ing  cred it rating s), 
collateral req uirem ents und er certain circum stances (includ ing  cash ad vances, LO C s, and  
p arent g uarantees), and  the use of stand ard ized  ag reem ents that allow  for the netting  
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of p ositive and  neg ative exp osures associated  w ith a 

sing le counterp arty.  This evaluation results in Select 

E nerg y estab lishing  cred it lim its p rior to  entering  into  

contracts.  The ap p rop riateness of these lim its is sub ject 

to  our continuing  review .  C oncentrations am ong  these 

counterp arties m ay a_ ect Select E nerg y’s overall exp osure 

to  cred it risk, either p ositively or neg atively, in that the 

counterp arties m ay b e sim ilarly a_ ected  by chang es in 

econom ic, reg ulatory or other cond itions.  A t D ecem b er 

31, 20 0 8, ap p roxim ately 99  p ercent of Select E nerg y’s 

counterp arty cred it exp osure to  w holesale counterp arties 

w as non-rated , and  ap p roxim ately one p ercent w as 

collateralized .  The b ulk of the non-rated  cred it exp osure is 

com p rised  of one counterp arty, w hich is a non-rated  p ub lic 

entity that w e have assessed  as cred itw orthy.  To  d ate, this 

counterp arty has m et all of its contractual ob lig ations.  

Ob -B alance Sheet Arrangements

Letters of Credit:  P SN H  has LO C s p osted  as collateral w ith 

counterp arties and  ISO -N E .  A t D ecem b er 31, 20 0 8, P SN H  

had  $85 m illion in LO C s outstand ing .  In ad d ition, Select 

E nerg y has a $2 m illion LO C  p osted  at D ecem b er 31, 20 0 8.  

Comp etitive B usinesses:  W e have various g uarantees 

and  ind em nification ob lig ations outstand ing  on b ehalf of 

form er sub sid iaries in connection w ith the exit from  our 

com p etitive b usinesses.  See N ote 7F, “C om m itm ents and  

C onting encies - G uarantees and  Ind em nifications,” to  the 

consolid ated  financial statem ents for inform ation reg ard ing  

the m axim um  exp osure and  am ounts record ed  und er these 

g uarantees and  ind em nification ob lig ations.

E nterp rise R isk Management

W e have im p lem ented  an E nterp rise R isk M anag em ent 

(E R M ) m ethod olog y for id entifying  the p rincip al risks to  the 

com p any.  E R M  involves the ap p lication of a w ell-d efined , 

enterp rise-w id e m ethod olog y that w ill enab le our R isk and  

C ap ital C om m ittee, com p rised  of our senior of cers, to  

oversee the id entification, m anag em ent and  rep orting  of 

the p rincip al risks of the b usiness.  H ow ever, there can b e 

no  assurances that the E R M  p rocess w ill id entify every risk 

or event that could  im p act our financial cond ition or results 

of op erations.  The find ing s of this p rocess are p eriod ically 

d iscussed  w ith our B oard  of Trustees.  

Critical Accounting P olicies and E stimates

The p rep aration of financial statem ents in conform ity 

w ith G A A P  req uires m anag em ent to  m ake estim ates, 

assum p tions and  at tim es d if cult, sub jective or com p lex 

jud g m ents.  C hang es in these estim ates, assum p tions 

and  jud g m ents, in and  of them selves, could  m aterially 

im p act our financial p osition or results of op erations.  

O ur m anag em ent com m unicates to  and  d iscusses w ith 

our A ud it C om m ittee of the B oard  of Trustees critical 

accounting  p olicies and  estim ates.  The follow ing  are 

the accounting  p olicies and  estim ates that w e b elieve 

are the m ost critical in nature.  See N ote 1, “Sum m ary 

of Sig nificant A ccounting  P olicies,” to  our consolid ated  

financial statem ents for further d iscussions of these 

p olicies and  estim ates as w ell as other accounting  p olicies, 

estim ates and  assum p tions used  in the p rep aration of our 

consolid ated  financial statem ents.  

Accounting for E nvironmental R eserves:  E nvironm ental 

reserves are accrued  w hen assessm ents ind icate that 

it is p rob ab le that a liab ility has b een incurred  and  an 

am ount can b e reasonab ly estim ated .  A d justm ents m ad e 

to  environm ental reserves could  have a sig nificant e_ ect 

o n earning s.  O ur ap p roach estim ates these liab ilities 

b ased  o n the m o st likely action p lan from  a variety o f 

availab le o p tions, rang ing  from  no  action to  estab lishing  

institutional controls, full site rem ed iation and  long -term  

m onitoring .  The estim ates associated  w ith each p ossib le 

action p lan are b ased  o n find ing s throug h various p hases 

o f site assessm ents.

These estim ates are b ased  on currently availab le 

inform ation from  p resently enacted  state and  fed eral 

environm ental law s and  reg ulations and  several cost 

estim ates from  third -p arty eng ineering  and  rem ed iation 

contractors.  These estim ates also  take into  consid eration 

p rior exp erience in rem ed iating  contam inated  sites 

and  d ata released  by the U nited  States E nvironm ental 

P rotection A g ency and  other org anizations.  These 

estim ates are sub jective in nature p artly b ecause there 

are usually several d i_ erent rem ed iation op tions from  

w hich to  choose w hen w orking  on a sp ecific site.  These 

estim ates are sub ject to  revision in future p eriod s b ased  

on actual costs or new  inform ation concerning  either the 

level of contam ination at the site or new ly enacted  law s 

and  reg ulations.  The am ounts record ed  as environm ental 

liab ilities on the consolid ated  b alance sheets rep resent our 

b est estim ate of the liab ility for environm ental costs b ased  

on current site inform ation from  site assessm ents and  

rem ed iation estim ates.  These liab ilities are record ed  on an  

und iscounted  b asis.  

H W P, a sub sid iary of N U , continues to  evaluate ad d itional 

p otential rem ed iation req uirem ents at a river site in 

M assachusetts containing  tar d ep osits associated  w ith a 

m anufactured  g as p lant, w hich it sold  to  H olyoke G as and  

E lectric (H G & E ), a m unicip al electric utility, in 190 2.  H W P  

is at least p artially resp onsib le for this site, and  has alread y 

cond ucted  sub stantial investig ative and  rem ed iation 

activities.  H W P  first estab lished  a reserve for this site in 

1994 .  A  p re-tax charg e of ap p roxim ately $3 m illion w as 

record ed  in 20 0 8  to  reflect the estim ated  cost of further 

tar d elineation and  site characterization stud ies, as w ell 

as certain rem ed iation costs that are consid ered  to  b e 

p rob ab le and  estim ab le as of D ecem b er 31, 20 0 8.  The 

cum ulative exp ense record ed  to  this reserve throug h 

D ecem b er 31, 20 0 8  w as ap p roxim ately $ 15.9  m illion, of 

w hich $ 13.9  m illion had  b een sp ent, leaving  ap p roxim ately 

$2 m illion in the reserve as of D ecem b er 31, 20 0 8.  

The M assachusetts D ep artm ent of E nvironm ental 

P rotection (M A  D E P ) issued  a letter on A p ril 3, 20 0 8  

to  H W P  and  H G & E , w hich share resp onsib ility for the 

site, p rovid ing  cond itional authorization for ad d itional 

investig atory and  risk characterization activities and  

p rovid ing  d etailed  com m ents on H W P ’s 20 0 7 rep orts and  

p rop osals for further investig ations.  M A  D E P  also  ind icated  

that further rem oval of tar in certain areas w as necessary 

p rior to  com m encing  m any of the ad d itional stud ies and  

evaluation.  This letter rep resents g uid ance from  the M A  

D E P, rather than m and ates.  H W P  has d evelop ed  and  

b eg un to  im p lem ent p lans for ad d itional investig ations 

in conform ity w ith M A  D E P ’s g uid ance letter, includ ing  

estim ated  costs and  sched ules.  These m atters are sub ject 

to  ong oing  d iscussions w ith M A  D E P  and  H G & E  and  m ay 

chang e from  tim e to  tim e.

A t this tim e, w e b elieve that the $2 m illion rem aining  in 

the reserve is at the low  end  of a rang e of p rob ab le and  

estim ab le costs of ap p roxim ately $2 m illion to  $2.7 m illion 

and  w ill b e suf cient for H W P  to  cond uct the ad d itional 

tar d elineation and  site characterization stud ies, evaluate 

its ap p roach to  this m atter and  cond uct certain soft tar 

rem ed iation.  The ad d itional stud ies are exp ected  to  occur 

throug h 20 0 9.  

There are m any outcom es that could  a_ ect our estim ates 

and  req uire an increase to  the reserve, or rang e of costs, 

and  a reserve increase w ould  b e reflected  as a charg e to  

p re-tax earning s.  H ow ever, w e cannot reasonab ly estim ate 

the rang e of ad d itional investig ation and  rem ed iation costs 

b ecause they w ill d ep end  on, am ong  other thing s, the 

level and  extent of the rem aining  tar that m ay b e req uired  

to  b e rem ed iated , the extent of H W P ’s resp onsib ility and  

the related  scop e and  tim ing , all of w hich are d if cult to  

estim ate b ecause of a num b er of uncertainties at this tim e.  

F urther d evelop m ents m ay req uire a m aterial increase to  

this reserve. 

H W P ’s share of the rem ed iation costs related  to  this site is 

not recoverab le from  custom ers.

Fair V alue Measurements:  W e ad op ted  SFA S  N o. 157 as of 

January 1, 20 0 8.  SFA S  N o. 157 d efines fair value as the p rice 

that w ould  b e received  for the sale of an asset or p aid  to  

transfer a liab ility in an ord erly transaction b etw een m arket 

p articip ants at the m easurem ent d ate (an exit p rice).  It 

estab lishes a fram ew ork for m easuring  fair value, using  a 

three level hierarchy b ased  up on the ob servab ility of inp uts 

to  the valuations.  See N ote 1F, “Sum m ary of Sig nificant 

A ccounting  P olicies - Fair V alue M easurem ents,” and  

N ote 4 , “Fair V alue M easurem ents,” to  the accom p anying  

consolid ated  financial statem ents for further inform ation.

A s of January 1, 20 0 8, w e ap p lied  SFA S  N o. 157 to  our 

reg ulated  and  unreg ulated  com p anies’ d erivative contracts 

that are record ed  at fair value and  to  the m arketab le 

securities held  in our sup p lem ental b enefit trust and  

W M E C O ’s sp ent nuclear fuel trust.  W e have also  ap p lied  
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SFA S  N o. 157 to  valuations of investm ents in our p ension 

and  P B O P  p lans as of D ecem b er 31, 20 0 8.  Im p lem enting  

SFA S  N o. 157 for our m arketab le securities exp and ed  our 

financial statem ent d isclosures, b ut d id  not a_ ect the 

record ed  fair value of investm ents.  

For the year end ed  D ecem b er 31, 20 0 8, w e record ed  a net 

after-tax red uction of earning s of $3.2 m illion as a result 

of ap p lying  SFA S  N o. 157 to  d erivative liab ilities for Select 

E nerg y’s rem aining  w holesale m arketing  contracts.  

A s a result of im p lem enting  SFA S  N o. 157, w e also  record ed  

chang es in fair value of certain d erivative contracts of 

C L& P.  B ecause C L& P  is a cost-of-service, rate reg ulated  

entity, the cost or b enefit of the contracts is exp ected  to  b e 

fully recovered  from  or refund ed  to  C L& P ’s custom ers, and  

an o_ setting  reg ulatory asset or liab ility w as record ed  to  

reflect these chang es.  Im p lem enting  SFA S  N o. 157 resulted  

in a total increase to  C L& P ’s d erivative liab ilities, w ith an 

o_ set to  reg ulatory assets, of ap p roxim ately $590  m illion 

and  a total d ecrease to  d erivative assets, w ith an o_ set 

to  reg ulatory liab ilities, of ap p roxim ately $30  m illion.  The 

increase to  C L& P ’s d erivative liab ilities p rim arily resulted  

from  an increase in the neg ative fair value of a C fD  w ith a 

g enerating  p lant to  b e b uilt to  reflect the estim ated  cost to  

exit this contract, reflecting  an increase in the p rob ab ility 

that the p lant w ill b e b uilt and  the recog nition of a loss at 

the incep tion of the contract of ap p roxim ately $ 10 0  m illion 

that w as d eferred  und er p revious accounting  g uid ance.  

If w e d o  not exit b ut rather serve out our d erivative liab ility 

contracts, w e w ill not m ake p aym ents for som e p ortion of 

the neg ative fair value record ed  for the contracts.  Likew ise, 

w e could  receive m ore cash for d erivative assets than the 

fair value record ed .

W e use q uoted  m arket p rices w hen availab le to  d eterm ine 

fair values of financial instrum ents and  classify those 

valuations as Level 1 w ithin the fair value hierarchy. 

If q uoted  m arket p rices are not availab le, fair value is 

d eterm ined  using  q uoted  p rices for sim ilar instrum ents 

in active m arkets, q uoted  p rices for id entical or sim ilar 

instrum ents that are not active and  m od el-d erived  

valuations in w hich all sig nificant inp uts are ob servab le. 

These valuations are classified  as Level 2 w ithin the fair 

value hierarchy.  

M any of our d erivative contracts that are record ed  at fair 

value are classified  as Level 3 w ithin the hierarchy and  are 

valued  using  m od els that incorp orate b oth ob servab le 

and  unob servab le inp uts.  C ontracts valued  using  m od els 

are classified  accord ing  to  the low est level for w hich there 

is at least one inp ut that is sig nificant to  the valuation.  

Therefore, an item  m ay b e classified  as Level 3 even thoug h 

there m ay b e som e sig nificant inp uts that are read ily 

ob servab le.

C ontracts are valued  using  m od els w hen q uoted  p rices in 

active m arkets for the sam e or sim ilar instrum ents are not 

availab le.  Fair value is m od eled  using  techniq ues such as 

d iscounted  cash flow  ap p roaches ad justed  for assum p tions 

relating  to  exit p rice and  the B lack-Scholes op tion p ricing  

m od el, incorp orating  the term s of the contracts.  Sig nificant 

unob servab le inp uts utilized  in the valuations includ e 

energ y and  energ y-related  p rod uct p rices for future 

years for long -d ated  d erivative contracts, future contract 

q uantities und er full req uirem ents and  sup p lem ental sales 

contracts, and  m arket volatilities. The ob servab le inp uts into  

the valuation includ e contract p urchase p rices and  future 

energ y p rices for the near term .  D iscounted  cash flow  

valuations incorp orate estim ates of p rem ium s or d iscounts, 

reflecting  risk ad justed  p rofit that w ould  b e req uired  by a 

m arket p articip ant to  arrive at an exit p rice, using  availab le 

historical m arket transaction inform ation.  V aluations of 

d erivative contracts also  reflect nonp erform ance risk, 

includ ing  cred it risk.    

C hang es in fair value of the rem aining  w holesale m arketing  

contracts of our unreg ulated  b usinesses are record ed  

in fuel, p urchased  and  net interchang e p ow er on the 

accom p anying  consolid ated  statem ents of incom e.  For the 

year end ed  D ecem b er 31, 20 0 8, there w ere net unrealized  

g ains of $4 .3 m illion ($7 m illion p re-tax), related  to  the 

valuation of these contracts.  There w ere net realized  

g ains of $3 m illion ($5 m illion p re-tax) for the year end ed  

D ecem b er 31, 20 0 8.  K ey d rivers of variab ility in fair values 

includ e chang es in energ y p rices and  exp ected  volum es 

und er the contracts.  W e utilize jud g m ents in estim ated  

exp ected  volum es that are d ep end ent on a num b er of 

factors includ ing  op tions exercised , custom er utilization, 

w eather and  availab ility of other p ow er sources to  our 

counterp arty.  The valuations of our d erivative contracts 

are hig hly sensitive to  chang es in m arket p rices of 

com m od ities.

C hang es in fair value of the reg ulated  com p any d erivative 

contracts are record ed  as reg ulatory assets or liab ilities, as 

w e exp ect to  recover these costs in rates.  These valuations 

are sensitive to  the p rices of energ y and  energ y related  

p rod ucts in future years for w hich m arkets have not yet 

d evelop ed .  A ssum p tions m ad e to  im p lem ent SFA S  N o. 157 

had  a sig nificant e_ ect on d erivative values, and  chang es in 

assum p tions m ay continue to  have sig nificant e_ ects. 

Total Level 3 d erivative assets w ere 66 p ercent of our 

total assets m easured  at fair value, and  Level 3 d erivative 

liab ilities w ere 9 1 p ercent of our total liab ilities m easured  

at fair value at D ecem b er 31, 20 0 8.  A  sig nificant p ortion 

of our Level 3 d erivative liab ilities relate to  the reg ulated  

com p any d erivative contracts for w hich chang es in 

fair value d o  not a_ ect our earning s d ue to  our use of 

reg ulatory accounting .  C hang es in fair value of these 

contracts are not m aterial to  our liq uid ity or cap ital 

resources b ecause the costs and  b enefits of the contracts 

are recoverab le from  or refund ab le to  custom ers on a 

tim ely b asis.

O ur reg ulated  and  unreg ulated  b usiness activities that 

result in the recog nition of d erivative assets create 

exp osures to  cred it risk of energ y m arketing  and  trad ing  

counterp arties.  A t D ecem b er 31, 20 0 8, w e had  $273.2 

m illion of reg ulated  com p any and  N U  p arent d erivative 

assets that are contracted  w ith m ultip le entities, of w hich 

$ 125.5 m illion is contracted  w ith investm ent g rad e entities, 

$4 .6 m illion is contracted  w ith a g overnm ent-b acked  entity, 

$ 131.4  m illion is contracted  w ith a non-rated  sub sid iary 

of an investm ent g rad e com p any and  the rem aind er 

are contracted  w ith m ultip le other counterp arties.  W e 

consid er the cred it rating s of these com p anies in our 

valuation of d erivative assets and  w e use p ub lished  

p rob ab ility of d efault ind ices b ased  on the cred it rating s of 

the counterp arties to  d iscount the value of the d erivative 

asset.  C hang es in our counterp arties’ cred it im p act our 

ab ility to  collect the d erivative asset.  O ur d erivative assets 

are p rim arily related  to  our reg ulated  com p anies.  C red it 

losses on reg ulated  com p any contracts w ould  not a_ ect 

our earning s b ecause these entities are cost-of-service 

reg ulated  com p anies and  costs of these contracts are 

recoverab le from  our custom ers.  In ad d ition, w e consid er 

our ow n cred it rating  in the valuation of d erivative 

liab ilities.  A d justing  our unreg ulated  d erivative liab ilities 

to  incorp orate our cred it risk had  an after-tax im p act of 

$0 .7 m illion on the fair value of our d erivative liab ility and  

net incom e for the year end ed  D ecem b er 31, 20 0 8.  O ur 

reg ulated  com p anies d erivative assets and  liab ilities w ere 

also  red uced  to  reflect the im p act of our counterp arties’ 

cred it risk and  our ow n cred it risk on fair values, w ith no  

e_ ect on net incom e. 

N U  has a p olicy of m arg ining  counterp arties in the event 

that the fair value of a d erivative contract exceed s a p re-

d eterm ined  threshold .  D ep end ing  on the cred it rating  

of the counterp arty, an unsecured  cred it line is g ranted  

to  counterp arties.  In the event the fair value exceed s the 

unsecured  cred it line, N U  req uires cash collateral for those 

op en p ositions.  There are excep tions to  this p olicy for 

contracts w hose term s are d eterm ined  by reg ulators.

W e review  and  up d ate our fair value hierarchy 

classifications on a q uarterly b asis.  A s of D ecem b er 31, 

20 0 8, w e hold  $53.5 m illion of investm ent securities in 

our sup p lem ental b enefit trust for non-p ension retirem ent 

b enefits and  $55.7 m illion of investm ent securities in our 

W M E C O  sp ent nuclear fuel trust.  These investm ents are 

classified  in Levels 1 and  2.  C lassification of an investm ent 

security or g roup  of investm ent securities into  Level 3 m ay 

occur if a sig nificant am ount of inp uts to  their valuation is 

no  long er ob servab le d ue to  a d ecline in m arket activity 

or liq uid ity.  W e have assessed  the im p act of recently 

increasing  m arket illiq uid ity on the valuation of our 

investm ents.  O b servab le inp uts rem ain availab le to  value 
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the classes of securities w e ow n.  W e continue to  m onitor the liq uid ity of our securities 

and  review  our valuations to  ensure p rop er classification w ithin the fair value hierarchy.  

W e consid er unrealized  losses on investm ent securities in the trusts to  b e other than 

tem p orary by nature and  recog nize them  as realized  losses b ecause investm ent d ecisions 

are m ad e by our trustee and  w e d o  not have the ab ility to  hold  securities until unrealized  

losses are recovered .  Therefore, unrealized  losses incurred  on our sup p lem ental b enefit 

trust are record ed  as realized  losses in our consolid ated  statem ents of incom e.  In 20 0 8, 

w e record ed  $9.2 m illion of after-tax unrealized  losses incurred  on our sup p lem ental 

b enefit trust in other incom e, net on the consolid ated  statem ent of incom e.  These 

am ounts w ere p artially o_ set by $0 .4  m illion of after-tax net realized  g ains on sales of 

investm ent securities.  Losses related  to  the W M E C O  sp ent nuclear fuel trust are record ed  

as an o_ set to  the sp ent nuclear fuel ob lig ation and  d o  not im p act earning s. 

W e b elieve that current m arket cond itions w ere the key d river o f lo sses recog nized  o n 

o ur investm ent securities.  A s o f D ecem b er 31, 20 0 8, o ur sup p lem ental b enefit trust 

invested  in eq uity securities and  investm ent g rad e fixed  incom e securities (B B B - and  

ab ove o r eq uivalent).  O ur sp ent nuclear fuel trust invested  in short-term  investm ents 

and  investm ent g rad e fixed  incom e securities.  W e have $0 .3 m illion o f m o rtg ag e-

b acked  and  asset-b acked  securities collateralized  by sub -p rim e d eb t o r A lt-B  d eb t 

held  in the sup p lem ental b enefit trust and  $0 .2 m illion o f m o rtg ag e-b acked  securities 

collateralized  by A lt-A  d eb t in the sp ent nuclear fuel trust.  A  sig nificant p ortion o f 

o ur m o rtg ag e-b acked  securities are U .S. A g ency notes collateralized  by resid ential 

m ortg ag es.  The und erlying  collateral o f o ur co rp orate-asset b acked  securities includ es 

resid ential hom e eq uity loans, auto  and  eq uip m ent loans, com m ercial m ortg ag e-b acked  

securities and  cred it card  receivab les. 

For further inform ation on d erivative contracts and  m arketab le securities, see N ote 

1E , “Sum m ary of Sig nificant A ccounting  P olicies - D erivative Instrum ents,” N ote 3, 

“D erivative Instrum ents,” and  N ote 9, “M arketab le Securities,” to  the consolid ated  financial 

statem ents.

P ension and P B OP :  O ur sub sid iaries p articip ate in a uniform  noncontrib utory d efined  

b enefit retirem ent p lan (P ension P lan) covering  sub stantially all our reg ular em p loyees.  

In ad d ition to  the P ension P lan, w e also  p articip ate in the P B O P  P lan to  p rovid e certain 

health care b enefits, p rim arily m ed ical and  d ental, and  life insurance b enefits to  retired  

em p loyees.  For each of these p lans, the d evelop m ent of the b enefit ob lig ation, fair value 

of p lan assets, fund ed  status and  net p eriod ic b enefit cred it or cost is b ased  on several 

sig nificant assum p tions.  If these assum p tions w ere chang ed , the resulting  chang es in 

b enefit ob lig ations, fair values of p lan assets, fund ed  status and  net p eriod ic exp ense 

could  have a m aterial im p act on our financial p osition or results of op erations.  

P re-tax p eriod ic p ension exp ense for the P ension P lan w as $2.4  m illion, $ 17.4  m illion and  

$52.7 m illion for the years end ed  D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6, resp ectively.  The 

p ension exp ense am ounts exclud e one-tim e item s such as P ension P lan curtailm ents 

and  term ination b enefits.  The p re-tax net P B O P  P lan cost, exclud ing  curtailm ents and  

term ination b enefits, w as $36.2 m illion, $38.4  m illion and  $50 .7 m illion for the years end ed  

D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6, resp ectively.

Long -Term R ate of R eturn A ssumptions:  In  d evelop ing  o ur exp ected  long -term  rate o f 

return assum p tions for the P ension P lan and  the P B O P  P lan, w e evaluated  inp ut from  

actuaries and  consultants, as w ell as lo ng -term  inflation assum p tions and  o ur historical 

25-year com p ound ed  return o f 11 p ercent.  O ur exp ected  long -term  rates o f return o n 

assets are b ased  o n certain targ et asset allocation assum p tions.  W e b elieve that 8.75 

p ercent is an  ap p rop riate ag g reg ate long -term  rate o f return o n P ension P lan and  P B O P  

P lan assets (life assets and  non-taxab le health assets) and  6.85 p ercent for P B O P  health 

assets, net o f tax, for 20 0 8.  W e w ill continue to  evaluate these actuarial assum p tions, 

includ ing  the exp ected  rate o f return, at least annually and  w ill ad just the ap p rop riate 

assum p tions as necessary.  The P ension P lan’s and  P B O P  P lan’s targ et asset allocation 

assum p tions and  exp ected  long -term  rates o f return assum p tions by asset categ ory are 

as fo llow s:

 At Decemb er 31,

                                                           P ension B enefi ts                       P ostretirement B enefi ts

                                                             20 0 8  and 20 0 7                               20 0 8  and 20 0 7

 Target Assumed Target Assumed  

 Asset R ate of Asset R ate of 

 Allocation R eturn Allocation R eturn

E q u ity  S ecu rities :     
  U nited  S ta tes    40 % 9.25% 55% 9.25%
  Non-U nited  S ta tes  17% 9.25% 11% 9.25%
  E merg ing  ma rk ets  5% 10 .25% 2% 10 .25%
  Priv a te 8 % 14.25% -    ----   
D eb t S ecu rities :     
  F ix ed  income 25% 5.50 % 27% 5.50 %
  H ig h  y ield  fi x ed  income -    -    5% 7.50 %
R ea l E s ta te 5% 7.50 % -    ----

The actual asset allocations at D ecem b er 31, 20 0 8  and  20 0 7 ap p roxim ated  these targ et 

asset allocations.  W e routinely review  the actual asset allocations and  p eriod ically 

reb alance the investm ents to  the targ eted  asset allocations w hen ap p rop riate.  For 

inform ation reg ard ing  actual asset allocations, see N ote 5A , “E m p loyee B enefits - P ension 

B enefits and  P ostretirem ent B enefits O ther Than P ensions,” to  the consolid ated  financial 

statem ents.

P ension and  other p ostretirem ent b enefit fund s are held  in external trusts.  Trust assets, 

includ ing  accum ulated  earning s, m ust b e used  exclusively for p ension and  p ostretirem ent 

b enefit p aym ents.  Investm ent securities are exp osed  to  various risks, includ ing  interest 

rate, cred it and  overall m arket volatility.  A s a result of these risks, it is reasonab ly 

p rob ab le that the m arket values of investm ent securities could  increase or d ecrease in 

the near term , resulting  in a m aterial im p act on the value of our p ension assets.  Increases 

or d ecreases in the m arket values could  m aterially a_ ect the current value of the trusts 

and  the future level of p ension and  other p ostretirem ent b enefit exp ense.  The current 

cond itions in the cred it m arket could  neg atively im p act the assets in our trusts, b ut at this 

tim e w e still b elieve that the 8.75 p ercent rate and  the 6.85 p ercent rate for resp ective 

P ension and  P B O P  P lan assets are ap p rop riate long -term  rate of return assum p tions.

A ctuarial Determination of Expense:  P ension and  P B O P  exp ense consists of the service 

cost and  p rior service cost d eterm ined  by our actuaries, the interest cost b ased  on the 

d iscounting  of the ob lig ations and  the am ortization of the net transition ob lig ation, 

o_ set by the exp ected  return on p lan assets.  P ension and  P B O P  exp ense also  includ es 

am ortization of actuarial g ains and  losses, w hich rep resent d i_ erences b etw een 

assum p tions and  actual or up d ated  inform ation.  

W e calculate the exp ected  return on p lan assets by ap p lying  our assum ed  rate of return 

to  a four-year rolling  averag e of p lan asset fair values, w hich red uces year-to -year 

volatility.  This calculation recog nizes investm ent g ains or losses over a four-year p eriod  

from  the year in w hich they occur.  Investm ent g ains or losses for this p urp ose are the 

d i_ erence b etw een the calculated  exp ected  return and  the actual return b ased  on the 

chang e in the fair value of assets d uring  the year.  A t D ecem b er 31, 20 0 8, total investm ent 

losses to  b e reflected  in the four-year rolling  averag e of p lan assets over the next four 

years w ere $672.3 m illion and  $73.9  m illion, for the P ension P lan and  the P B O P  P lan, 

resp ectively.  A s these asset losses are reflected  in the averag e p lan asset fair values, they 

w ill b e sub ject to  am ortization w ith other unrecog nized  g ains/losses.  The P lans currently 

am ortize unrecog nized  g ains/losses as a com p onent of p ension and  P B O P  exp ense over 
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ap p roxim ately 12 years, w hich w ere the averag e future service p eriod  of the em p loyees at 
D ecem b er 31, 20 0 8.

A t D ecem b er 31, 20 0 8, the net actuarial loss sub ject to  am ortization over the next 12 years 
w as $237.2 m illion and  $ 10 4 .9  m illion for the P ension P lan and  P B O P  P lan, resp ectively, 
w hich exclud es the $672.3 m illion and  $73.9  m illion of p revious investm ent losses not 
currently reflected  in the calculation of the fair value of P ension P lan and  P B O P  P lan 
assets, resp ectively.  

Discount R ate:  The d iscount rate that is utilized  in d eterm ining  future p ension and  P B O P  
ob lig ations is b ased  on a yield -curve ap p roach w here each cash flow  related  to  the 
P ension P lan or P B O P  P lan liab ility stream  is d iscounted  at an interest rate sp ecifically 
ap p licab le to  the tim ing  of the cash flow .  The yield  curve is d evelop ed  from  the top  
q uartile of A A  rated  M ood y’s and  S& P ’s b ond s w ithout callab le features outstand ing  at 
D ecem b er 31, 20 0 8.  This p rocess calculates the p resent values of these cash flow s and  
calculates the eq uivalent sing le d iscount rate that p rod uces the sam e p resent value for 
future cash flow s.  The d iscount rates d eterm ined  on this b asis are 6.89  p ercent for the 
P ension P lan and  6.90  p ercent for the P B O P  P lan at D ecem b er 31, 20 0 8.  D iscount rates 
used  at D ecem b er 31, 20 0 7 w ere 6.60  p ercent for the P ension P lan and  6.35 p ercent for 
the P B O P  P lan.

Forecasted  E xpenses and  Expected  C ontrib utions:  D ue to  the e_ ect of the unrecog nized  
actuarial g ains/losses and  b ased  on the long -term  rate of return assum p tions and  d iscount 
rates as noted  ab ove as w ell as various other assum p tions, w e estim ate that exp ected  
forecasted  exp ense for the P ension P lan and  P B O P  P lan w ill b e $4 0 .3 m illion and  $37.3 
m illion, resp ectively, in 20 0 9, w hich is includ ed  in our g uid ance.  

F uture actual P ension and  P B O P  exp ense w ill d ep end  on future investm ent p erform ance, 
chang es in future d iscount rates and  various other factors related  to  the p op ulations 
p articip ating  in the p lans and  am ounts cap italized .  W e exp ect to  continue w ith our p olicy 
to  contrib ute to  the P B O P  P lan at the am ount of P B O P  exp ense, exclud ing  curtailm ents 
and  sp ecial b enefit am ounts.  B eg inning  in 20 0 7, w e m ad e ad d itional contrib utions to  the 
P B O P  P lan for the am ounts received  from  the fed eral M ed icare sub sid y.  This am ounted  to  
$3.7 m illion in 20 0 8  and  is estim ated  to  b e $3.4  m illion in 20 0 9.  

W e have not contributed  to  the P ension P lan since 199 1.  H ow ever, as d iscussed  b elow , the 
fair value of P ension P lan assets d eclined  significantly d uring  20 0 8.  This d ecline, and  the 
resulting  asset level com pared  to  the P ension P lan obligation, resulted  in a required  p re-tax 
contribution for the 20 0 8 P ension P lan year that w e currently estim ate to  b e $150  m illion 
(assum ing  there is no  change in current funding  requirem ents).  This contribution w ould  b e 
m ade just p rior to  the filing  of the 20 0 9  federal incom e tax return, w hich w ill likely b e filed  in 
the third  q uarter of 20 10 .  

For the 20 0 9  p ension p lan year, it is likely that w e w ill also  b e req uired  to  m ake a 
contrib ution unless there is a chang e in current fund ing  req uirem ents or a very sig nificant 
recovery in the financial m arkets.  A lso  assum ing  that the p ension p lan assets earn the 
long -term  rate of return of 8.75 p ercent and  d iscount rates rem ain constant, w e could  
b e req uired  to  m ake an ad d itional p re-tax contrib ution for the 20 0 9  p lan year in 20 10  of 
b etw een $ 150  m illion and  $20 0  m illion.  C ontrib utions for the 20 0 9  p lan year w ould  b e 
m ad e q uarterly starting  in the second  q uarter of 20 10 .  

Sensitivity A nalysis:  The follow ing  rep resents the increase/(d ecrease) to  the P ension 
P lan’s and  P B O P  P lan’s rep orted  cost as a result of a chang e in the follow ing  assum p tions 
by 50  b asis p oints (in m illions): 

                                                                                               At Decemb er 31,

   P ostretirement  
 P ension P lan Cost P lan Cost

Assump tion Change  20 0 8   20 0 7  20 0 8  20 0 7

L ow er long -term ra te of retu rn $ 11.8   $ 11.1  $ 1.3  $ 1.1
L ow er d is cou nt ra te $ 11.6  $ 12.9  $ 1.4  $ 1.4
L ow er comp ens a tion increa s e $ (6.2 ) $ (6.9 )  N/A    N/A 

P lan A ssets:  The fair value of the P ension P lan assets d ecreased  by $90 2.6 m illion to  $ 1.56 
b illion at D ecem b er 31, 20 0 8.  This d ecrease includ es b enefit p aym ents of $ 127.6 m illion 
in 20 0 8.  The P rojected  B enefit O b lig ation (P B O ) for the P ension P lan increased  by $4 0 .8  
m illion to  $2.3 b illion at D ecem b er 31, 20 0 8.  These chang es have chang ed  the fund ed  
status of the P ension P lan on a P B O  b asis from  an overfund ed  p osition of $20 2.5 m illion 
at D ecem b er 31, 20 0 7 to  an und erfund ed  p osition of $74 0 .9  m illion at D ecem b er 31, 20 0 8.  
The P B O  includ es exp ectations of future em p loyee com p ensation increases.  

The accum ulated  b enefit ob lig ation (A B O ) of the P ension P lan w as ap p roxim ately $4 90  
m illion g reater than P ension P lan assets at D ecem b er 31, 20 0 8  and  ap p roxim ately $4 54  
m illion less than P ension P lan assets at D ecem b er 31, 20 0 7.  The A B O  is the ob lig ation for 
em p loyee service and  com p ensation p rovid ed  throug h D ecem b er 31, 20 0 8.  

The value of P B O P  P lan assets has d ecreased  by $82.5 m illion to  $ 195.6 m illion at 
D ecem b er 31, 20 0 8.  The b enefit ob lig ation for the P B O P  P lan has d ecreased  by $23.6 
m illion to  $4 36 m illion at D ecem b er 31, 20 0 8.  These chang es have increased  the 
und erfund ed  status of the P B O P  P lan on an accum ulated  p rojected  b enefit ob lig ation 
b asis from  $ 181.5 m illion at D ecem b er 31, 20 0 7 to  $24 0 .4  m illion at D ecem b er 31, 20 0 8.  
W e have m ad e a contrib ution each year eq ual to  the P B O P  P lan’s p ostretirem ent b enefit 
cost, exclud ing  curtailm ent and  term ination b enefits.

The P ension P lan assets includ e certain investm ents that are not reg ularly p riced  in an  
active m arket.  These investm ents includ e p rivate eq uity interests and  real estate fund  
assets, com p rising  ap p roxim ately 15 p ercent of total p lan assets as of D ecem b er 31, 20 0 8.  
In d eterm ining  the fair value of P ension P lan assets as of D ecem b er 31, 20 0 8, w e ob tained  
the m ost recent financial statem ents and  req uested  up d ated  values as of D ecem b er 31st 
from  the fund  m anag ers in ord er to  ob tain the b est p ossib le estim ate of fair values.  For 
the p rivate eq uity and  m any real estate fund s, the fund  m anag ers w ere ab le to  p rovid e 
year-end  estim ates of value. A fter d iscussion w ith various fund  m anag ers, w e ob tained  
inform ation ab out cond itions in the real estate m arkets and  conclud ed  on ap p rop riate 
real estate fund  values w here m anag er estim ates had  not b een g iven.  The valuation of 
these investm ents req uires sig nificant jud g m ent.  These values reflect m anag em ent’s b est 
estim ate as of D ecem b er 31, 20 0 8. 

H ealth C are C ost:  The health care cost trend  assum p tion used  to  p roject increases in 
m ed ical costs w as 8.5 p ercent for 20 0 8, d ecreasing  one half p ercentag e p oint p er year to  
an ultim ate rate of 5 p ercent in 20 15.  The e_ ect of increasing  the health care cost trend  
by one p ercentag e p oint w ould  have increased  service and  interest cost com p onents of 
the P B O P  P lan cost by $ 1 m illion in 20 0 8  and  $ 1 m illion in 20 0 7.  C hang es in the long -term  
health care cost trend  assum p tion could  have a m aterial im p act on our financial p osition or 
results of op erations.

G oodw ill and Intangib le Assets:  SFA S  N o. 14 2, “G ood w ill and  O ther Intang ib le A ssets,” 
req uires that g ood w ill b alances b e review ed  for im p airm ent at least annually by ap p lying  a 
fair value-b ased  test.  The testing  of g ood w ill for im p airm ent req uires us to  use estim ates 
and  jud g m ent.  W e have selected  O ctob er 1st of each year as the annual g ood w ill 
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im p airm ent testing  d ate.  M anag em ent review s trig g ering  
events as d efined  und er SFA S  N o. 14 2 throug hout the year 
and  has d eterm ined  that no  trig g ering  events occurred  in 
20 0 8  that w ould  have req uired  interim  testing  b efore or 
after O ctob er 1st.  G ood w ill im p airm ent is d eem ed  to  exist if 
the net b ook value of a rep orting  unit exceed s its estim ated  
fair value and  if the im p lied  fair value of g ood w ill b ased  on 
the estim ated  fair value of the rep orting  unit is less than 
the carrying  am ount of the g ood w ill.  If g ood w ill is d eem ed  
to  b e im p aired , it is w ritten o_  in the current p eriod  to  the 
extent it is im p aired .  

W e com p leted  our im p airm ent analysis as of O ctob er 1, 
20 0 8  for the Yankee G as g ood w ill b alance of $287.6 m illion 
and  d eterm ined  that no  im p airm ent exists.  In p erform ing  
the req uired  im p airm ent evaluation, w e estim ated  the fair 
value of the Yankee G as rep orting  unit and  com p ared  it 
to  the carrying  am ount of the rep orting  unit, includ ing  
g ood w ill.  W e estim ated  the fair value of Yankee G as using  
d iscounted  cash flow  m ethod olog ies and  an analysis of 
com p arab le com p anies or transactions.  W e review  the 
outcom e of each of the ap p roaches annually and  w eig ht 
them  ap p rop riately to  d eterm ine the fair value of Yankee 
G as.  This analysis req uires the inp ut of several critical 
assum p tions, includ ing  future g row th rates, cash flow  
p rojections, op erating  cost escalation rates, rates of return, 
a risk-ad justed  d iscount rate, and  long -term  earning s and  
m erg er m ultip les of com p arab le com p anies. 

W e d eterm ined  the d iscount rate using  the capital asset 
p ricing  m odel m ethodology.  This m ethodology uses 
a w eighted  average cost of capital in w hich the R O E  is 
calculated  using  risk-free rates, stock p rem ium s and  a b eta 
representing  Yankee G as’ volatility relative to  the overall 
m arket.  The d iscount rate fluctuates from  year to  year as it is 
b ased  on external m arket conditions.  In 20 0 8, the d iscount 
rate d ecreased  b ecause the risk-free rate and  the b eta w ere 
m uch low er in 20 0 8 than in 20 0 7 d ue to  the current m arket 
conditions and  the stability of the natural g as industry in this 
m arket.  A ll of these assum ptions are critical to  the estim ate 
and  can change from  p eriod  to  p eriod.  

U p d ates to  these assum p tions in future p eriod s, 
p articularly chang es in d iscount rates, could  result in future 
im p airm ents of g ood w ill.  A lthoug h our evaluations since 
ad op ting  SFA S  N o. 14 2 have not resulted  in im p airm ent, 
the estim ated  fair value of Yankee G as is sensitive to  
chang es in assum p tions.  For exam p le, if the risk ad justed  
d iscount rate increased  from  ap p roxim ately 5.95 p ercent 
to  ap p roxim ately 6.52 p ercent or the m erg er m ultip le of 
com p arab le com p anies d ecreased  from  ap p roxim ately 10 .5 
to  ap p roxim ately 9.7 and  the w eig hting  of our valuation 
m ethod olog ies rem ained  the sam e, then the estim ated  fair 
value of Yankee G as w ould  b e low er than its carrying  value.  

Income Taxes:  Incom e tax exp ense is estim ated  annually 
for each of the jurisd ictions in w hich w e op erate.  This 

p rocess involves estim ating  current and  d eferred  incom e 
tax exp ense o r b enefit as im p acted  by earning s and  the 
im p act o f tem p orary d i_ erences resulting  from  d i_ ering  
treatm ent o f item s, such as tim ing  o f the d ed uction and  
exp enses, for tax and  b ook accounting  p urp oses, as w ell 
as, any im p act o f p erm anent d i_ erences resulting  from  tax 
cred its, flow -throug h item s, non-tax d ed uctib le exp enses, 
etc.  The tem p orary d i_ erences and  flow -throug h item s 
result in d eferred  tax assets and  liab ilities that are 
includ ed  in the co nsolid ated  b alance sheets.  The incom e 
tax estim ation p rocess im p acts all o f o ur seg m ents.  In  
accord ance w ith the p rovisions o f A ccounting  P rincip les 
B oard  (A P B ) N o. 28, “Interim  F inancial R ep orting ,” w e 
record  incom e tax exp ense q uarterly using  an estim ated  
annualized  e_ ective tax rate.  A d justm ents to  these 
estim ates can sig nificantly a_ ect o ur consolid ated  
financial statem ents.

Part of the annual p rocess in m aking  ad justm ents to  these 
estim ates, as need ed , is a reconciliation of the actual tax 
p ositions and  am ounts includ ed  on our incom e tax returns 
as filed  in the fall of each year for the p revious tax year to  
the estim ates or p rovisions m ad e d uring  the incom e tax 
estim ation p rocess d escrib ed  ab ove.  In the third  q uarter of 
20 0 8, the im p act of these return to  p rovision ad justm ents 
on incom e tax exp ense w as a b enefit of $3.2 m illion.   

A  reconciliation o f exp ected  tax exp ense at the statutory 
fed eral incom e tax rate to  actual tax exp ense record ed  is 
includ ed  in N o te 1H , “Sum m ary o f Sig nificant A ccounting  
P olicies - Incom e Taxes,” to  the co nsolid ated  financial 
statem ents. 

E _ ective on January 1, 20 0 7, w e im p lem ented  F inancial 
A ccounting  Stand ard s B oard  (FA SB ) Interp retation N o. 
(FIN ) 4 8, “A ccounting  for U ncertainty in Incom e Taxes 
- an Interp retation of FA SB  Statem ent N o. 10 9.”  F IN  4 8  
ap p lies to  all incom e tax p ositions p reviously filed  in a tax 
return and  incom e tax p ositions exp ected  to  b e taken in a 
future tax return that have b een reflected  on our b alance 
sheets.  F IN  4 8  ad d resses the m ethod olog y to  b e used  
p rosp ectively in recog nizing , m easuring  and  classifying  the 
am ounts associated  w ith tax p ositions that are d eem ed  to  
b e uncertain, includ ing  related  interest and  p enalties.

The d eterm ination of w hether a tax p osition m eets the 
recog nition threshold  und er F IN  4 8  is b ased  on facts, 
circum stances and  inform ation availab le to  us.  O nce a tax 
p osition m eets the recog nition threshold , the tax b enefit 
is m easured  using  a cum ulative p rob ab ility assessm ent.  
A ssig ning  p rob ab ilities in m easuring  a recog nized  tax 
p osition and  evaluating  new  inform ation or events in 
sub seq uent p eriod s could  chang e p revious conclusions 
used  to  m easure the tax p osition estim ate.  This req uires 
sig nificant jud g m ent. N ew  inform ation or events m ay 
includ e tax exam inations or ap p eals, d evelop m ents in case 
law , settlem ents of tax p ositions, chang es in tax law  and  

reg ulations, ruling s by taxing  authorities and  statute of 
lim itation exp irations.  Such inform ation or events m ay have 
a sig nificant im p act on our net incom e, financial p osition 
and  cash flow s.

Derivative Accounting:  C ertain reg ulated  com p anies’ 
contracts for the p urchase or sale of energ y or energ y 
related  p rod ucts are d erivatives, along  w ith all b ut one of 
Select E nerg y’s rem aining  w holesale m arketing  contracts.  

The ap p lication of d erivative accounting  und er SFA S  
N o. 133, “A ccounting  for D erivative Instrum ents and  
H ed g ing  A ctivities,” as am end ed , is com p lex and  req uires 
our jud g m ent in the follow ing  resp ects: id entification 
of d erivatives and  em b ed d ed  d erivatives, election and  
d esig nation of the norm al p urchases and  sales excep tion, 
id entifying , electing  and  d esig nating  hed g e relationship s, 
assessing  and  m easuring  hed g e ine_ ectiveness, and  
d eterm ining  the fair value of d erivatives.  A ll of these 
jud g m ents, d ep end ing  up on their tim ing  and  e_ ect, can 
have a sig nificant im p act on our consolid ated  financial 
statem ents. 

The fair value of d erivatives is b ased  up on the contract 
term s and  cond itions and  the und erlying  m arket p rice or 
fair value p er unit.  W hen q uantities are not sp ecified  in the 
contract, the com p any d eterm ines w hether it is a d erivative 
by using  am ounts referenced  in d efault p rovisions and  
other relevant sections of the contract.  The estim ated  
q uantities to  b e served  are up d ated  d uring  the term  of 
the contract, and  such up d ates can have a m aterial im p act 
on m ark-to -m arket am ounts.  The fair value of d erivative 
assets and  liab ilities w ith the sam e counterp arty are o_ set 
as p erm itted  und er F IN  39, “O _ setting  of A m ounts R elated  
to  C ertain C ontracts - an Interp retation of A P B  O p inion N o. 
10  and  FA SB  Statem ent N o. 10 5.”  The actual exp erience on 
our d erivative contracts as they are settled  has not resulted  
in a m aterial im p act on earning s.  For the year end ed  
D ecem b er 31, 20 0 8, the realized  g ains on the w holesale 
d erivative contracts of Select E nerg y at settlem ent d ate 
w ere $3 m illion ($5 m illion p re-tax).  

The jud g m ent ap p lied  in the election of the norm al 
p urchases and  sales excep tion (and  resulting  accrual 
accounting ) includ es the conclusion that it is p rob ab le at 
the incep tion of the contract and  throug hout its term  that 
it w ill result in p hysical d elivery and  that the q uantities w ill 
b e used  or sold  by the b usiness over a reasonab le p eriod  in 
the norm al course of b usiness.  W e currently have elected  
norm al on m any reg ulated  com p any d erivative contracts.  
If facts and  circum stances chang e and  w e can no  long er 
sup p ort this conclusion, then the norm al excep tion and  
accrual accounting  is term inated  and  fair value accounting  
is ap p lied  p rosp ectively.  

In 20 0 7, C L& P  entered  into  C fD s w ith ow ners of p lants 
to  b e b uilt or m od ified .  The C fD s are d erivatives that are 
req uired  to  b e m arked  to  m arket on the b alance sheet.  
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H ow ever, d ue to  the sig nificance of the non-ob servab le 

cap acity p rices associated  w ith m od eling  the fair values of 

these contracts, their initial fair values w ere not record ed  

in C L& P ’s financial statem ents p ursuant to  E ITF  Issue 

N o. 0 2-3, “Issues Involved  in A ccounting  for D erivative 

C ontracts H eld  for Trad ing  P urp oses and  C ontracts 

Involved  in E nerg y Trad ing  and  R isk M anag em ent 

A ctivities.”  This g uid ance ap p lies to  initial fair values only, 

and  not to  sub seq uent chang es in value.  Sub seq uent 

chang es in the values of these contracts w ere sub stantial, 

p rim arily d ue to  red uctions in the exp ected  m arket p rices 

of cap acity.  The value of C fD s at D ecem b er 31, 20 0 8  

includ ed  ap p roxim ately $ 10 0  m illion of initial g ains and  

losses, p reviously d eferred  d ue to  the use of sig nificant 

unob servab le inp uts in the valuation that w ere record ed  

up on ad op tion of SFA S  N o. 157 on January 1, 20 0 8.  The 

chang es in C fD  values since incep tion w ere record ed  

as a reg ulatory asset as the costs of the contracts are 

recoverab le from  C L& P ’s custom ers.  Sig nificant jud g m ent 

w as involved  in estim ating  the fair values of the contracts, 

includ ing  p rojections of cap acity p rices and  reflecting  

the p rob ab ilities of cash flow s consid ering  the risks and  

uncertainties associated  w ith the contracts.  

O ur reg ulated  com p anies, p articularly C L& P  and  P SN H , 

have entered  into  ag reem ents that are d erivatives and  d o  

not m eet the norm al p urchases and  sales excep tion.  These 

contracts are m arked  to  m arket and  includ ed  in d erivative 

assets and  liab ilities on the accom p anying  consolid ated  

b alance sheets.  The o_ set to  these d erivatives are 

g enerally record ed  as reg ulatory assets or liab ilities as 

these am ounts are recoverab le from  or refund ed  to  our 

custom ers as they are incurred .  The m easurem ent of m any 

of these contracts is extrem ely com p lex, as contracts are 

long -d ated  and  m any of the variab les, such as d iscount 

rates, future energ y and  energ y-related  p rod uct p rices, 

and  the risk associated  w ith p rojects that have not b een 

com p leted , req uire sig nificant m anag em ent jud g m ent.  

For further inform ation, see N ote 1E , “Sum m ary of 

Sig nificant A ccounting  P olicies - D erivative A ccounting ,” 

and  N ote 3, “D erivative Instrum ents,” to  the consolid ated  

financial statem ents.

R evenue R ecognition:  The d eterm ination of energ y sales 

to  ind ivid ual custom ers is b ased  on the read ing  of m eters, 

w hich occurs on a system atic b asis throug hout the m onth.  

B illed  revenues are b ased  on these m eter read ing s and  

the b ulk of record ed  revenues is b ased  on actual b illing s.  

A t the end  of each m onth, am ounts of energ y d elivered  

to  custom ers since the d ate of the last m eter read ing  are 

estim ated , and  an estim ated  am ount of unb illed  revenues 

is also  record ed . 

U nb illed  revenues rep resent an estim ate of electricity or 

g as d elivered  to  custom ers for w hich the custom ers have 

not yet b een b illed .  U nb illed  revenues are includ ed  in 

revenue on the statem ent of incom e and  are assets on the 

b alance sheet that are reclassified  to  accounts receivab le 

in the follow ing  m onth as custom ers are b illed .  Such 

estim ates are sub ject to  ad justm ent w hen actual m eter 

read ing s b ecom e availab le, w hen chang es in estim ating  

m ethod olog y occur and  und er other circum stances.  There 

w ere no  chang es in estim ating  m ethod olog y in 20 0 8.  

The reg ulated  com p anies estim ate unb illed  revenues 

m onthly using  the d aily load  cycle (D LC ) m ethod .  The 

D LC  m ethod  allocates b illed  sales to  the current calend ar 

m onth b ased  on the d aily load  for each b illing  cycle.  The 

b illed  sales are sub tracted  from  total calend ar m onth sales 

to  estim ate unb illed  sales.  U nb illed  revenues are estim ated  

by first allocating  sales to  the resp ective rate classes, then 

ap p lying  an averag e rate to  the estim ate of unb illed  sales.

The estim ate of unb illed  revenues is sensitive to  num erous 

factors, such as energ y d em and s, w eather and  chang es in 

the com p osition of custom er classes that can sig nificantly 

im p act the am ount of revenues record ed .  E stim ating  

the im p act of these factors is com p lex and  req uires our 

jud g m ent.  The estim ate of unb illed  revenues is im p ortant 

to  our consolid ated  financial statem ents, as ad justm ents 

to  that estim ate could  sig nificantly im p act op erating  

revenues and  earning s.

For further inform ation, see N ote 1D , “Sum m ary of 

Sig nificant A ccounting  P olicies - R evenues,” to  the 

consolid ated  financial statem ents and  “Transm ission R ate 

M atters and  F E R C  R eg ulatory Issues” to  this M anag em ent’s 

D iscussion and  A nalysis. 

R egulatory Accounting:  The accounting  p olicies of the 

reg ulated  com p anies conform  to  G A A P  ap p licab le to  rate-

reg ulated  enterp rises and  historically reflect the e_ ects 

of the rate-m aking  p rocess in accord ance w ith SFA S  

N o. 71, “A ccounting  for the E _ ects of C ertain Typ es of 

R eg ulation.”  

The ap p lication of SFA S  N o. 71 results in record ing  

reg ulatory assets and  liab ilities.  R eg ulatory assets 

rep resent the d eferral of incurred  costs that are p rob ab le 

of future recovery in custom er rates.  In som e cases, w e 

record  reg ulatory assets b efore ap p roval for recovery has 

b een received  from  the ap p licab le reg ulatory com m ission.  

W e m ust use jud g m ent to  conclud e that costs d eferred  

as reg ulatory assets are p rob ab le of future recovery.  W e 

b ase our conclusion on certain factors, includ ing  b ut not 

lim ited  to  chang es in the reg ulatory environm ent, recent 

rate ord ers issued  by the ap p licab le reg ulatory ag encies 

and  the status of any p otential new  leg islation.  R eg ulatory 

liab ilities rep resent revenues received  from  custom ers to  

fund  exp ected  costs that have not yet b een incurred  or 

p rob ab le future refund s to  custom ers. 

W e use our b est jud g m ent w hen record ing  reg ulatory 

assets and  liab ilities; how ever, reg ulatory com m issions can 

reach d i_ erent conclusions ab out the recovery of costs, 

and  those conclusions could  have a m aterial im p act on our 

consolid ated  financial statem ents. W e b elieve it is p rob ab le 

that the reg ulated  com p anies w ill recover the reg ulatory 

assets that have b een record ed .  If w e d eterm ined  that w e 

could  no  long er ap p ly SFA S  N o. 71 to  our op erations, or 

if w e could  not conclud e that it is p rob ab le that revenues 

or costs w ould  b e recovered  or reflected  in future rates, 

the revenues or costs w ould  b e charg ed  to  incom e in the 

p eriod  in w hich they w ere incurred .  If w e d eterm ine that a 

reg ulatory asset is no  long er p rob ab le of recovery in rates, 

then SFA S  N o. 71 req uires that w e record  the charg e in 

earning s at that tim e.

For further inform ation, see N ote 1G , “Sum m ary of 

Sig nificant A ccounting  P olicies - R eg ulatory A ccounting ,” 

to  the consolid ated  financial statem ents.  

P resentation:  In accord ance w ith G A A P, our consolid ated  

financial statem ents includ e all sub sid iaries over w hich 

control is m aintained  and  w ould  includ e any variab le 

interest entities (V IE s) for w hich w e are the p rim ary 

b eneficiary as d efined  in F IN  4 6(R ), “C onsolid ation of 

V ariab le Interest E ntities.”  D eterm ining  w hether w e are 

the p rim ary b eneficiary of a V IE  is com p lex and  sub jective, 

and  req uires our jud g m ent.  There are a variety of facts 

and  circum stances and  a num b er of variab les taken into  

consid eration to  d eterm ine w hether w e are consid ered  

the p rim ary b eneficiary of a V IE .  W e need  to  d eterm ine 

w hether the entity is a V IE  and  w hether our interest in 

the entity is a variab le interest.  For each V IE  in w hich w e 

have d eterm ined  w e hold  a variab le interest, w e p erform  a 

q ualitative analysis that consid ers the nature of the V IE ’s 

risks and  d eterm ine the variab ility created  by these risks 

that the V IE  is d esig ned  to  create and  p ass along  to  its 

interest hold ers.  W e evaluate the d eg ree to  w hich the V IE  

is d esig ned  to  p ass along  risks to  N U  or its sub sid iaries.  

In ad d ition, w hen consid ered  necessary to  id entify the 

p rim ary b eneficiary of the V IE , w e p erform  m od eling  of 

the p otential results of the V IE  und er various scenarios 

to  q uantify the d eg ree to  w hich it p asses variab ility to  

p arties that hold  variab le interests, includ ing  N U  or one 

of its sub sid iaries.  If the m ajority of the variab ility w ere 

d eterm ined  to  b e p assed  along  to  us, then w e w ould  b e 

req uired  to  consolid ate that V IE .  A  chang e in facts and  

circum stances or a chang e in accounting  g uid ance could  

req uire us to  reconsid er w hether or not w e are the p rim ary 

b eneficiary of the V IE .  

The E nerg y Ind ep end ence A ct req uired  the D P U C  to  

consid er the im p act on d istrib ution com p anies of entering  

into  long -term  contracts for cap acity and  contracts to  

p urchase renew ab le energ y p rod ucts from  new  g enerating  

p lants.  W e review ed  each contract to  d eterm ine the 

ap p rop riate accounting  treatm ent b ased  on the term s of 

the contracts, w hich includ ed  variab le and  fixed  p ricing  

elem ents.  In 20 0 7, C L& P  entered  into  a 15-year ag reem ent 

b eg inning  in 20 10  to  p urchase energ y, cap acity and  
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renew ab le energ y cred its from  a b iom ass energ y p lant 

yet to  b e b uilt.  W e d eterm ined  that this contract w as a 

variab le interest in a V IE .  In 20 0 8, C L& P  and  U I entered  

into  seven ad d itional long -term  ag reem ents w ith p rop osed  

renew ab le energ y p lants, of w hich four w ere d eterm ined  

to  b e variab le interests in V IE s and  the other three w ere 

conclud ed  not to  b e variab le interests b ecause of their fixed  

p ricing  elem ents.  A s d irected  by the D P U C , C L& P  has an 

ag reem ent w ith U I und er w hich it w ill share the costs and  

b enefits of these contracts w ith 80  p ercent to  C L& P  and  

20  p ercent to  U I (cost sharing  ag reem ent).  W e utilized  

q ualitative and  q uantitative analyses to  evaluate w hether 
entering  into  the renew ab le energ y contracts and  cost 

sharing  ag reem ent w ould  req uire C L& P  to  consolid ate the 
p rojects and  d eterm ined  that consolid ation w ould  not b e 

req uired .  The review  of these contracts req uired  sig nificant 

m anag em ent jud g m ent and  incorp orated  q uantitative 
m od eling  of the p rojections of each p lant und er a variety 

of p ossib le scenarios in ord er to  d eterm ine the allocation 

of risk b etw een variab le interest hold ers includ ing  the 
d evelop ers, eq uity investors, financing  institutions and  

C L& P.  The p rim ary variab le factors consid ered  in these 

analyses w ere the p lants’ op erating  p erform ance and  the 

p rojected  m arket p rices of energ y, cap acity and  renew ab le 

energ y cred its.

In 20 0 7, C L& P  entered  into  tw o  C ap acity C fD s associated  

w ith the cap acity o f tw o  g enerating  p rojects to  b e b uilt 

o r m o d ified , and  U I entered  into  tw o  cap acity-related  

C fD s, o ne w ith a g enerating  p roject to  b e b uilt and  o ne 

w ith a new  d em and  resp onse p roject.  The co ntracts, 

referred  to  as C ap acity C fD s, o b lig ate the utilities to  

p ay the d i_ erence b etw een a set cap acity p rice and  the 

value that the p rojects receive in the ISO -N E  cap acity 

m arkets for p eriod s o f up  to  15  years b eg inning  in 20 0 9.  

A s d irected  by the D P U C , C L& P  has a co st sharing  

ag reem ent w ith U I und er w hich it w ill share the costs 

and  b enefits o f these four C ap acity C fD s w ith 80  p ercent 

to  C L& P  and  20  p ercent to  U I.  W e d eterm ined  that the 

C ap acity C fD s and  the related  cost sharing  ag reem ent 

are d erivatives and  that the p rojects d o  no t req uire 

consolid ation.  Q uantitative m od eling  w as not req uired  for 

these contracts b ecause w e co nclud ed  that the d erivative 

contracts are not variab le interests in the p rojects.

The E nerg y E f ciency A ct req uired  electric d istrib ution 

com p anies, includ ing  C L& P, and  allow ed  others to  file 

p rop osals w ith the D P U C  to  b uild  cost-of-service p eaking  

g eneration facilities.  In 20 0 8, C L& P  entered  into  three 

C fD s w ith d evelop ers of p eaking  g eneration units ap p roved  

by the D P U C  (P eaker C fD s).  A s d irected  by the D P U C , 

C L& P  and  U I have entered  into  a cost sharing  ag reem ent, 

w hereby C L& P  is resp onsib le for 80  p ercent and  U I for 

20  p ercent of the net costs or b enefits of these P eaker 

C fD s.  The P eaker C fD s p ay the d evelop er the d i_ erence 

b etw een cap acity, forw ard  reserve and  energ y m arket 

revenues and  a cost-of-service p aym ent stream  for 30  

years.  The ultim ate cost or b enefit to  C L& P  und er these 

contracts w ill d ep end  on the costs of p lant construction 

and  op eration and  the p rices that the p rojects receive 

for cap acity and  other p rod ucts in the ISO -N E  m arkets.  

A m ounts p aid  or received  und er the P eaker C fD s w ill b e 

recoverab le from  or refund ed  to  custom ers.  W e used  b oth 

q ualitative and  q uantitative analyses to  evaluate w hether 

these contracts are variab le interests in V IE s that req uire 

C L& P  to  consolid ate the p rojects.  C L& P  d eterm ined  that, 

w hile the contracts rep resent variab le interests in V IE s, 
C L& P  is not req uired  to  consolid ate any of these p rojects 

as of D ecem b er 31, 20 0 8.  For tw o  of the p rojects, U I has 

an ob lig ation to  ab sorb  20  p ercent of the net costs or 
b enefits of the p rojects throug h the cost sharing  ag reem ent 

and  also  hold s ow nership  in the p rojects jointly w ith 

the d evelop er.  W e conclud ed  that U I is the p arty that is 
m ost closely associated  w ith the V IE s d ue to  its related  

p arty relationship s w ith the p rojects and  the cost sharing  

ag reem ent.  W e p erform ed  q uantitative m od eling  for these 
tw o  p rojects and  our q ualitative analysis of U I’s interests 

in the p rojects, w hich led  us to  conclud e that C L& P  is 

not req uired  to  consolid ate these p rojects.  The third  
p eaker p roject is not currently held  in a V IE .  W e utilized  a 

q uantitative m od el to  d eterm ine the variab ility that C L& P  

w ould  ab sorb  if the p roject is transferred  into  a V IE  and  

the P eaker C fD  thus b ecom es a variab le interest in a V IE .  

The p rim ary variab le factors consid ered  in our q uantitative 

analyses of the p eaker p rojects w ere their p rojected  cap ital 

costs, op erating  costs and  op erating  p erform ance as w ell as 

p rojected  m arket revenues in the cap acity m arkets.  B ased  

up on our q uantitative analysis, w e d eterm ined  that the third  

p roject w ill likely require consolidation if in a future p eriod  it 

is transferred  into  a V IE .  C onsolidation of that p roject w ould  

not im pact C L& P ’s net incom e, b ut could  add  approxim ately 

$14 0  m illion of p lant, $85 m illion of nonrecourse d ebt and  

$55 m illion of equity (noncontrolling  interest) to  C L& P ’s 

b alance sheet by the tim e the p lant is p laced  in service 

(scheduled  for June 20 12).  A ny d em onstrated  increases in 

financing  or other costs that m ight result from  consolidation 

of the p roject w ould  b e recoverable from  C L& P ’s custom ers.

The FA SB  is in the p rocess of reinterpreting  the consolidation 

requirem ents of FIN  4 6(R ) and  expects to  issue revised  

g uidance in the second  q uarter of 20 0 9.  If the p roposed  

g uidance w ere finalized  in its current form , it w ould  likely 

elim inate the requirem ent for consolidation w hen w e d o  not 

have the p ow er to  d irect m atters that significantly im pact 

the V IE ’s activities.  C L& P  w ould  not likely b e required  

to  consolidate the p eaker p roject if and  w hen the new  

g uidance b ecom es e_ ective.  The FA SB  reinterpretation 

of FIN  4 6(R ), as d rafted, w ould  b ecom e e_ ective on 
January 1, 20 10 .  C hanges in facts and  circum stances and  

changes in accounting  g uidance resulting  in reevaluation 

of the accounting  treatm ent of these contracts could  have 

a significant im pact on the accom panying  consolidated  

financial statem ents.  

In D ecem b er 20 0 8, the FA SB  issued  FA SB  Sta_  P osition 

(FSP ) F IN  4 6(R )-8, “D isclosures by P ub lic E ntities ab out 

Transfers of F inancial A ssets and  Interests in V ariab le 

Interest E ntities,” req uiring  ad d itional d isclosures ab out 

sig nificant variab le interests in variab le interest entities 

(V IE s) e_ ective for D ecem b er 31, 20 0 8  financial rep orting .  

W e d o  not have any sig nificant variab le interests in V IE s 

that w ould  b e req uired  to  b e d isclosed  b ecause our 

contracts d o  not m aterially im p act our financial statem ents 

d ue to  the p ass-throug h to  our custom ers of contract costs 
and  b enefits and  b ecause w e are not currently the p rim ary 

b eneficiary of any V IE .  

Other Matters

Consolidated Edison, Inc. Merger Litigation:  O n M arch 13, 

20 0 8, w e entered  into  a settlem ent ag reem ent w ith C on 

E d ison, w hich settled  all claim s in the civil law suit b etw een 
b oth p arties relating  to  the p rop osed  b ut unconsum m ated  

m erg er.  U nd er the term s of the settlem ent ag reem ent,  

w e p aid  C on E d ison $4 9.5 m illion on M arch 26, 20 0 8, w hich 
resulted  in an after-tax charg e of $29.8  m illion.   

This am ount is not recoverab le from  ratep ayers.

Accounting Standards Issued B ut N ot Yet Adop ted: 

In D ecem b er 20 0 7, the FA SB  issued  SFA S  N o. 160 , 

“N oncontrolling  Interests in C onsolid ated  F inancial 

Statem ents,” w hich is e_ ective January 1, 20 0 9.  SFA S  

N o. 160  req uires ow nership  interests in sub sid iaries held  

by third  p arties (noncontrolling  interests) to  b e p resented  

w ithin eq uity and  clearly id entified  and  lab eled .  It sets forth 

req uirem ents for incom e statem ent p resentation related  to  

the activities of noncontrolling  interests and  for accounting  

for chang es in ow nership  interests and  p rovid es g uid ance 

for d econsolid ation.  Im p lem entation of SFA S  N o. 160  is not 

exp ected  to  have a m aterial im p act on our consolid ated  

financial statem ents.  

In June 20 0 8, the FA SB  issued  FA SB  Sta_  P osition (FSP ) 

E ITF  0 3-6-1, “D eterm ining  W hether Instrum ents G ranted  

in Share-B ased  P aym ent Transactions are P articip ating  

Securities,” w hich is e_ ective January 1, 20 0 9  and  is 

req uired  to  b e ap p lied  retrosp ectively.  A s a result of this 

F SP, our restricted  stock aw ard s that w ere not vested  

in 20 0 7 and  the first q uarter of 20 0 8  are consid ered  

p articip ating  securities in calculating  E P S  for these 

p eriod s using  the tw o -class m ethod .  O ur restricted  stock 

aw ard s w ere com p letely vested  d uring  the first q uarter of 

20 0 8  and  are no  long er aw ard ed .  F SP  E ITF  0 3-6-1 is not 

exp ected  to  im p act our E P S  for any p eriod . 

SFA S  N o. 157, w hich estab lishes a fram ew ork for id entifying  

and  m easuring  fair value, w as issued  in 20 0 6 and  ap p lied  

in 20 0 8  to  the fair value m easurem ents of financial assets 

and  liab ilities of N U  and  its sub sid iaries.  The statem ent 

d efines fair value as the p rice that w ould  b e received  to  

sell an asset or p aid  to  transfer a liab ility (an exit p rice) in 

an ord erly transaction b etw een m arket p articip ants at the 

m easurem ent d ate.  SFA S  N o. 157 is req uired  to  b e ap p lied  
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to  nonrecurring  fair value m easurem ents of non-financial assets and  liab ilities b eg inning  

in 20 0 9, includ ing  asset retirem ent ob lig ations (A R O ) and  g ood w ill and  other im p airm ent 

analyses.  Im p lem entation of SFA S  N o. 157 to  non-financial assets and  liab ilities is not 
exp ected  to  have a m aterial im p act on our consolid ated  financial statem ents.  

Contractual Ob ligations and Commercial Commitments:  

Inform ation reg ard ing  our contractual ob lig ations and  com m ercial com m itm ents at 

D ecem b er 31, 20 0 8  is sum m arized  annually throug h 20 13 and  thereafter as follow s:

(Millions of Dollars) 20 0 9  20 10  20 11 20 12 20 13 Thereafter Totals

L ong -term d eb t  
  ma tu rities  (a ) (b ) $     54.3 $       4.3 $        4.3 $   267.3 $   30 5.0  $3,20 7.8  $  3,8 43.0
E s tima ted  interes t  
  p a y ments  on ex is ting    
  d eb t (c) 222.7 219.2 218 .9 210 .1 194.4 2,114.8  3,18 0 .1
C a p ita l lea s es  (d ) 2.4 2.4 2.5 2.6 2.4 15.5 27.8
O p era ting  lea s es  (e)  24.6 18 .9 7.1 6.1 5.9 23.9 8 6.5
R eq u ired  fu nd ing  of  
  p ens ion ob lig a tions  (e) (f) -   150 .0  -  -  -  -  150 .0
R eq u ired  fu nd ing   
  of oth er p os tretirement  
  b enefi t ob lig a tions  (e) 37.3 38 .7 40 .9 42.8  29.3 N/A  18 9.0
E s tima ted  fu tu re a nnu a l   
  reg u la ted  comp a ny   
  cos ts  (g ) 791.6 723.9 779.7 715.0  523.6 2,8 55.2 6,38 9.0
E s tima ted  fu tu re  
  a nnu a l NU  
  E nterp ris es  cos ts  (g ) 40 .3 41.9 42.9 38 .8  44.7 -  20 8 .6
O th er p u rch a s e  
  commitments  (e) (h ) 3,162.3 -  -  -  -  -  3,162.3

T ota ls  (i) (j) $4,335.5 $1,199.3 $1,0 96.3 $1,28 2.7 $1,10 5.3 $8 ,217.2 $17,236.3

(a)  Includ ed  in o ur d eb t ag reem ents are usual and  custom ary p ositive, neg ative and  financial 

covenants.   N o n-com p liance w ith certain covenants, for exam p le tim ely p aym ent o f p rincip al 

and  interest, m ay  co nstitute an event o f d efault, w hich could  cause an acceleration o f p rincip al 

p aym ents in the ab sence  o f receip t by us o f a w aiver o r am end m ent.  S uch acceleration 

w ould  chang e the o b lig ations o utlined  in the tab le o f co ntractual o b lig ations and  com m ercial 

com m itm ents.

(b)  Lo ng -term  d eb t m aturities exclud e $298.6 m illion o f fees and  interest d ue for sp ent nuclear fuel  

 d isp osal costs, a p o sitive $20 .8  m illion o f net chang es in fair value and  a neg ative $4 .9  m illion o f 

net unam ortized  p rem ium  and  d iscount as o f D ecem b er 31, 20 0 8.

(c)  E stim ated  interest p aym ents o n fixed -rate d eb t are calculated  by m ultip lying  the coup on rate 

o n the  d eb t by its sched uled  notional am ount o utstand ing  for the p eriod  o f m easurem ent.  

E stim ated  interest p aym ents o n flo ating -rate d eb t are calculated  by m ultip lying  the averag e 

o f the 20 0 8  floating -rate  resets o n the d eb t by its sched uled  notional am ount o utstand ing  for 

the p eriod  o f m easurem ent. This sam e rate is then assum ed  for the rem aining  life o f the d eb t.  

Interest p aym ents o n d eb t that have an interest rate sw ap  in p lace are estim ated  using  the 

e_ ective cost o f d eb t resulting  from  the sw ap  rather than the und erlying  interest cost o n the 

d eb t, sub ject to  the fixed  and  floating  m ethod olog ies.

(d ) The cap ital lease o b lig ations includ e im p uted  interest o f $ 14 .4  m illion as o f D ecem b er 31, 20 0 8. 

(e) A m ounts are not includ ed  o n o ur co nsolid ated  b alance sheets.

(f) The fair value o f P ension P lan assets d eclined  sig nificantly d uring  20 0 8.  This d ecline resulted  in 

a req uired  contrib ution for the 20 0 8  P ension P lan year.  This contrib ution w ould  b e m ad e just 

p rior to  the 20 0 9  fed eral incom e tax return filing , w hich w ill likely b e filed  in the third  q uarter o f 

20 10 .  W e cannot d eterm ine at this tim e the am ount o f co ntrib utions that w ould  b e req uired  for 

the 20 0 9  P ension P lan year o r future years.  

(g ) O ther than the net m ark-to -m arket chang es o n resp ective d erivative contracts held  by b o th 

the reg ulated  com p anies and  N U  E nterp rises, these o b lig ations are not includ ed  o n o ur 

co nsolid ated  b alance sheets.  F o r further inform ation o n these estim ated  future annual costs, 

see N ote 7D , “C om m itm ents and  C onting encies - Lo ng -Term  C ontractual A rrang em ents,” to  the 

co nsolid ated  financial statem ents.

(h) E xclud es F IN  4 8  unrecog nized  tax b enefits o f $ 156.3 m illion as o f D ecem b er 31, 20 0 8, as w e 

cannot m ake reasonab le estim ates o f the p eriod s o r the p o tential am ounts o f cash settlem ent 

w ith the resp ective taxing  authorities.

 (i) A m ount rep resents o p en p urchase o rd ers, exclud ing  those o b lig ations that are includ ed  in 

the cap ital leases, o p erating  leases, estim ated  future annual reg ulated  com p any costs and  the 

estim ated  future annual N U  E nterp rises costs.  These p aym ents are sub ject to  chang e as certain 

p urchase o rd ers includ e estim ates b ased  o n p rojected  q uantities o f m aterial and /or services 

that are p rovid ed  o n d em and , the tim ing  o f w hich cannot b e d eterm ined .  B ecause p aym ent 

tim ing  cannot b e d eterm ined , w e includ e all o p en p urchase o rd er am ounts in 20 0 9.  

(j) E xclud es o ther long -term  liab ilities, includ ing  a sig nificant p ortion o f the F IN  4 8  unrecog nized  

tax b enefits d escrib ed  ab ove, environm ental reserves ($26.8  m illion), various injuries and  

d am ag es reserves ($35.4  m illion), em p loyee m ed ical insurance reserves ($6.6 m illion), long -

term  d isab ility insurance reserves ($ 12 m illion) and  the A R O  liab ility reserves ($50 .6 m illion) as 

w e cannot m ake reasonab le estim ates o f the p eriod s.

R R B  am ounts are non-recourse to  us, have no  req uired  p aym ents over the next five 

years and  are not includ ed  in this tab le.  The reg ulated  com p anies’ stand ard  o_ er service 

contracts and  d efault service contracts also  are not includ ed  in this tab le.  The estim ated  

p aym ents und er interest rate sw ap  ag reem ents are not includ ed  in this tab le as the 
estim ated  p aym ent am ounts are not d eterm inab le. For further inform ation reg ard ing  our 

contractual ob lig ations and  com m ercial com m itm ents, see the consolid ated  statem ents 

of cap italization and  N ote 2, “Short-Term  D eb t,” N ote 5A , “E m p loyee B enefits - P ension 

B enefits and  P ostretirem ent B enefits O ther Than P ensions,” N ote 7D , “C om m itm ents and  

C onting encies - Long -Term  C ontractual A rrang em ents,” N ote 10 , “Leases,” and  N ote 11, 

“Long -Term  D eb t,” to  the consolid ated  financial statem ents.

Forw ard Looking Statements:  This d iscussion and  analysis includ es statem ents 

concerning  our exp ectations, b eliefs, p lans, ob jectives, g oals, strateg ies, assum p tions of 

future events, future financial p erform ance or g row th or other statem ents that are not 

historical facts. These statem ents are “forw ard  looking  statem ents” w ithin the m eaning  

of the P rivate Securities Litig ation R eform  A ct of 1995.  You can g enerally id entify these 

“forw ard  looking  statem ents” throug h the use of w ord s or p hrases such as “estim ate,” 
“exp ect,” “anticip ate,” “intend ,” “p lan,” “p roject,” “b elieve,” “forecast,” “should ,” “could ,” 

and  other sim ilar exp ressions.  Forw ard  looking  statem ents involve risks and  uncertainties 

that m ay cause actual results or outcom es to  d i_ er m aterially from  those includ ed  in the 

forw ard  looking  statem ents. Factors that m ay cause actual results to  d i_ er m aterially from  

those includ ed  in the forw ard  looking  statem ents includ e, b ut are not lim ited  to, actions or 

inactions by local, state and  fed eral reg ulatory b od ies; chang es in b usiness and  econom ic 
cond itions, includ ing  their im p act on interest rates, b ad  d eb t exp ense and  d em and  for 

our p rod ucts and  services; chang es in w eather p atterns; chang es in law s, reg ulations 

or reg ulatory p olicy; chang es in levels and  tim ing  of cap ital exp end itures; d isrup tions in 

the cap ital m arkets or events that m ake our access to  necessary cap ital m ore d if cult 

or costly; d evelop m ents in leg al or p ub lic p olicy d octrines; technolog ical d evelop m ents; 

chang es in accounting  stand ard s and  financial rep orting  reg ulations; fluctuations in the 
value of our rem aining  com p etitive electricity p ositions; actions of rating  ag encies; and  

other p resently unknow n or unforeseen factors.  O ther risk factors are d etailed  from  

tim e to  tim e in our rep orts to  the Securities and  E xchang e C om m ission.  W e und ertake 
no  ob lig ation to  up d ate the inform ation contained  in any forw ard  looking  statem ents to  

reflect events or circum stances after the d ate on w hich such statem ents are m ad e or to  

reflect the occurrence of unanticip ated  events.

W eb  S ite:  A d d itional fi nancial information is availab le throug h our w eb  site at  

w w w .nu.com.
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R E SU LTS OF  OP E R ATION S

The com p onents of sig nificant incom e statem ent variances for the p ast tw o  years are 

p rovid ed  in the tab le b elow  (m illions of d ollars).

   

Income Statement V ariances             20 0 8 over/(under) 20 0 7   20 0 7 over/(under) 20 0 6

 Amount P ercent Amount P ercent

O p era ting  R ev enu es  $(22 ) - %  $(1,0 55 ) (15 )%
O p era ting  E x p ens es :       
F u el, p u rch a s ed  a nd   
  net interch a ng e p ow er (354 ) (11 ) (1,28 0  ) (28  )
O th er op era tion 60   6  (160  ) (14 )
M a intena nce 43  20   18   9
D ep recia tion 13  5  25  10
Amortiz a tion of reg u la tory  a s s ets , net 146  (a  ) 24  (a  )
Amortiz a tion of ra te red u ction b ond s  4  2  13  7
T a x es  oth er th a n income ta x es  15  6  1  1

T ota l op era ting  ex p ens es  (73)  (1)  (1,359 ) (20  )

O p era ting  income 51  10   30 4  (a  )
Interes t ex p ens e, net 29  12  2  1
O th er income, net (11 ) (18  ) (3 ) (4 )

Income from continu ing  op era tions  b efore  
  income ta x  ex p ens e 11  3  299   (a  )
Income ta x  ex p ens e/(b enefi t) (4 ) (3 ) 18 6  (a  )
Preferred  d iv id end s  of s u b s id ia ry  -   -   -   - 

Income from continu ing  op era tions  15  6  113  8 5
Income/(los s ) from d is continu ed  op era tions  (1 ) (10 0  ) (337 ) (10 0  )

Net income/(los s ) $14  6%  $   (224 ) (48  )%

a) P ercent g reater than 10 0 .

N et incom e w as $ 14  m illion hig her in 20 0 8  as com p ared  to  20 0 7, p rim arily d ue to  the 

g row th in the com p any’s transm ission seg m ent, p artially o_ set by a $29.8  m illion after-tax 

charg e associated  w ith the settlem ent of litig ation w ith C on E d ison.  N et incom e w as  

$224  m illion low er in 20 0 7 as com p ared  to  20 0 6 p rim arily d ue to  the 20 0 6 $314  m illion 

after-tax g ain on the sale our com p etitive g eneration b usiness.

Comp arison of 20 0 8  to 20 0 7
Op erating R evenues

                                                     For the Tw elve Months E nded Decemb er 31,

(Millions of Dollars)   20 0 8   20 0 7 V ariance

E lectric d is trib u tion $ 4,714 $ 4,927 $ (213 )
Ga s  d is trib u tion  577  514  63

T ota l d is trib u tion  5,291  5,441  (150  )
T ra ns mis s ion  396  28 3  113

R eg u la ted  comp a nies   5,68 7  5,724  (37 )
C omp etitiv e b u s ines s es   113  98   15

T ota l $ 5,8 0 0  $ 5,8 22 $ (22 )

O p erating  revenues d ecreased  $22 m illion in 20 0 8  p rim arily d ue to  low er revenues 

from  the reg ulated  com p anies ($37 m illion), p artially o_ set by hig her revenues from  

com p etitive b usinesses ($ 15 m illion).  The low er reg ulated  com p anies revenues w ere 

p rim arily d ue to  the recovery of a low er level of C L& P  d istrib ution related  exp enses p assed  

throug h to  custom ers throug h reg ulatory tracking  m echanism s.  C om p etitive b usinesses 

revenues increased  $ 15 m illion d esp ite our continued  exit from  com p onents of the 

com p etitive b usinesses d ue to  hig her B oulos revenues resulting  from  increased  contractor 

b illing s ($ 10  m illion) and  hig her m arket p rices for the rem aining  Select E nerg y w holesale 

contracts.  C ertain Select E nerg y contracts exp ired  d uring  20 0 8.

R evenues from  the reg ulated  com p anies d ecreased  $37 m illion d ue to  low er d istrib ution 

seg m ent revenues ($ 150  m illion), p artially o_ set by hig her transm ission seg m ent revenues 

($ 113 m illion).  D istrib ution seg m ent revenues d ecreased  $ 150  m illion p rim arily d ue to  

low er electric d istrib ution revenues ($213 m illion), p artially o_ set by hig her g as d istrib ution 

revenues ($63 m illion).  Transm ission seg m ent revenues increased  $ 113 m illion p rim arily 

d ue to  a hig her transm ission investm ent b ase, the im p act of the M arch 24 , 20 0 8  F E R C  

R O E  d ecision and  hig her op erating  exp enses that are p assed  throug h to  custom ers und er 

F E R C -ap p roved  transm ission tari_ s.

E lectric d istrib ution revenues d ecreased  $213 m illion p rim arily d ue to  the p ortion of 

revenues that d oes not im p act earning s ($281 m illion) as a result of d istrib ution revenue 

b eing  includ ed  in reg ulatory tracking  m echanism s and  consolid ation elim inations of 

transm ission seg m ent intracom p any b illing s to  the d istrib ution seg m ent, p artially o_ set 

by the com p onent of revenues that flow s throug h to  earning s ($68 m illion).  The p ortion 

of the electric d istrib ution seg m ent revenues that flow s throug h to  earning s increased  

$68 m illion p rim arily d ue to  increases in retail rates at each of the reg ulated  com p anies 

($89  m illion), p artially o_ set by low er retail electric sales ($ 16 m illion).  R etail electric sales 

d ecreased  3.5 p ercent in 20 0 8  com p ared  w ith 20 0 7.  G as d istrib ution revenues increased  

$63 m illion p rim arily d ue to  increased  recovery of hig her g as costs, the rate increase 

e_ ective July 1, 20 0 7 and  hig her firm  g as sales.  F irm  g as sales increased  2.1 p ercent in 

20 0 8  com p ared  w ith 20 0 7.

The $281 m illion electric d istrib ution revenue d ecrease that d oes not im p act earning s is 

d ue to  the com p onents of C L& P, P SN H  and  W M E C O  retail revenues that are includ ed  in 

reg ulatory com m ission ap p roved  tracking  m echanism s that track the recovery of certain 

incurred  costs ($ 179  m illion) and  revenues that are elim inated  in consolid ation ($ 10 2 

m illion).  The d istrib ution revenue tracking  com p onents d ecreased  $ 179  m illion p rim arily 

d ue to  revenues associated  w ith the recovery of g eneration service and  related  cong estion 

charg es ($233 m illion) and  C L& P  d elivery-related  F M C C  ($75 m illion) and  low er P SN H  

SC R C  ($55 m illion), p artially o_ set by hig her C L& P  w holesale revenues p rim arily d ue to  an  

increase in the m arket p rice of energ y related  to  sales of IP P  g eneration to  ISO -N E  ($59  

m illion) and  hig her C L& P  and  P SN H  retail transm ission revenues ($82 m illion) m ainly as a 

result of the hig her 20 0 8  rates and  hig her C L& P  SB C  revenue ($36 m illion).  The tracking  

m echanism s allow  for rates to  b e chang ed  p eriod ically w ith overcollections refund ed  to  

custom ers or und ercollections recovered  from  custom ers in future p eriod s. 

Fuel, P urchased and N et Interchange P ow er

Fuel, p urchased  and  net interchang e p ow er exp enses d ecreased  $354  m illion in 20 0 8  

d ue to  low er costs at the reg ulated  com p anies ($364  m illion), p artially o_ set by 

hig her com p etitive b usinesses exp enses ($9  m illion).  F uel exp ense from  the reg ulated  

com p anies d ecreased  p rim arily at C L& P  d ue to  low er G SC  sup p ly costs, a d ecrease in 

d eferred  fuel costs and  low er other p urchased  p ow er costs.  The d ecrease in G SC  sup p ly 

costs w as p rim arily d ue to  a red uction in load  caused  p rim arily by custom er m ig ration to  

third  p arty sup p liers and  low er retail sales ($4 32 m illion), p artially o_ set by hig her Yankee 

G as exp enses ($4 1 m illion) p rim arily d ue to  hig her fuel p rices in 20 0 8  and  hig her P SN H  

fuel exp ense ($28  m illion) p rim arily d ue to  hig her forw ard  energ y m arket p rices, p artially 

o_ set by a d ecrease in p aym ents to  hig her p riced  IP P s in 20 0 8  as contracts exp ired .  

C om p etitive b usinesses’ exp enses increased  d ue to  hig her Select E nerg y p urchased  p ow er 

exp enses related  to  the rem aining  w holesale contracts.     
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Other Op eration 
O ther op eration increased  $60  m illion in 20 0 8  p rim arily d ue to  hig her N U  p arent and  
other com p anies’ exp enses ($54  m illion), hig her com p etitive b usinesses’ exp enses ($6 
m illion) and  hig her reg ulated  com p anies’ d istrib ution and  transm ission seg m ent exp enses 
($ 1 m illion).  

N U  p arent and  other com p anies’ exp enses are hig her by $54  m illion in 20 0 8  p rim arily d ue 
to  the $4 9.5 m illion p aym ent to  C on E d ison resulting  from  the settlem ent of litig ation.  
C om p etitive b usinesses’ exp enses are hig her by $6 m illion p rim arily d ue to  hig her 
op erating  costs at the rem aining  services b usinesses.  

H ig her reg ulated  com p anies’ d istrib ution and  transm ission seg m ent exp enses of $ 1 
m illion are p rim arily d ue to  hig her transm ission seg m ent exp enses ($8  m illion), exp enses 
at Yankee E nerg y System , Inc. ($6 m illion) and  hig her electric d istrib ution seg m ent 
exp enses ($4  m illion), p artially o_ set by consolid ation elim inations of transm ission 
seg m ent intracom p any b illing s to  the d istrib ution seg m ent, and  further elim inations for 
N U  consolid ations and  costs that are tracked  and  recovered  throug h d istrib ution tracking  
m echanism s ($ 18  m illion).  

Maintenance
M aintenance exp enses increased  $4 3 m illion in 20 0 8  p rim arily d ue to  hig her reg ulated  
com p anies’ d istrib ution exp enses ($38  m illion) and  hig her transm ission line exp enses 
($4  m illion).  D istrib ution exp enses are $38  m illion hig her p rim arily d ue to  hig her P SN H  
g eneration exp enses that are tracked  and  recovered  throug h N H P U C  ap p roved  tracking  
m echanism s ($ 15 m illion) m ainly related  to  the M errim ack Station m aintenance outag es, 
hig her tree trim m ing  ($9  m illion), hig her overhead  line m aintenance exp enses ($5 m illion), 
sub station eq uip m ent ($3 m illion) and  line transform ers ($2 m illion).  

Dep reciation
D ep reciation increased  $ 13 m illion in 20 0 8  p rim arily d ue to  hig her reg ulated  transm ission 
and  d istrib ution p lant b alances resulting  from  com p leted  construction p rog ram s p ut  
into  service.  

Amortization of R egulatory Assets, N et
A m ortization of reg ulatory assets, net increased  $ 14 6 m illion in 20 0 8  for the d istrib ution 
seg m ent p rim arily d ue to  hig her am ortization at C L& P  ($ 14 4  m illion) resulting  from  a 
hig her recovery of transition costs ($62 m illion), hig her am ortization of SB C  ($50  m illion) 
and  a cred it in 20 0 7 p ertaining  to  the refund  of the G SC  overrecovery ($29  m illion). 

Amortization of R ate R eduction B onds
A m ortization of R R B s increased  $4  m illion in 20 0 8.  The hig her p ortion of p rincip al w ithin 
the R R B  p aym ents results in a corresp ond ing  increase in the am ortization of R R B s.  This 
increase w as p artially o_ set by a d ecrease at P SN H  resulting  from  the retirem ent of $50  
m illion of R R B s in the first q uarter of 20 0 8.   

Taxes Other than Income Taxes
Taxes other than incom e taxes increased  $ 15 m illion in 20 0 8  p rim arily d ue to  hig her 
C onnecticut g ross earning s tax ($ 16 m illion) m ainly as a result of hig her C L& P  and  Yankee 
G as revenues that are sub ject to  g ross earning s tax and  hig her p rop erty taxes at C L& P  and  
P SN H  ($5 m illion) as a result of hig her p lant b alances and  hig her local m unicip al tax rates, 
p artially o_ set by low er p ayroll taxes charg ed  to  exp ense ($5 m illion).    

Interest E xp ense, N et 
Interest exp ense, net increased  $29  m illion in 20 0 8  p rim arily d ue to  hig her long -term  d eb t 
interest ($31 m illion) resulting  from  the issuance of new  long -term  d eb t in 20 0 7 and  20 0 8  
and  hig her other interest ($9  m illion) m ostly related  to  short-term  d eb t, p artially o_ set by 
low er R R B  interest resulting  from  low er p rincip al b alances outstand ing  ($ 11 m illion).

Other Income, N et
O ther incom e, net d ecreased  $ 11 m illion in 20 0 8  p rim arily d ue to  low er investm ent 
incom e ($ 16 m illion) p rim arily d ue to  the ab sence of the hig her N U  investm ent incom e 
interest earned  in 20 0 7 on cash the p arent received  from  the N ovem b er 20 0 6 sale of 
N U ’s com p etitive g eneration, hig her investm ent losses ($ 14  m illion) p rim arily d ue to  the 
sup p lem ental b enefit trust and  low er eq uity in earning s of reg ional nuclear g enerating  and  
transm ission com p anies ($2 m illion), p artially o_ set by hig her A FU D C  eq uity incom e  
($ 12 m illion) and  interest incom e related  to  the 20 0 8  tax settlem ent ($ 10  m illion).

Income Tax E xp ense
Incom e tax exp ense d ecreased  $4  m illion in 20 0 8  p rim arily d ue to  the C on E d ison 
settlem ent ($20  m illion), tem p orary flow  throug h p lant d i_ erences ($6 m illion), p artially 
o_ set by im p acts associated  w ith hig her p re-tax earning s ($22 m illion).

Comp arison of 20 0 7 to 20 0 6
Op erating R evenues 

                                                                        For the Tw elve Months E nded Decemb er 31,

(Millions of Dollars)   20 0 7  20 0 6  V ariance

E lectric d is trib u tion $ 4,927 $ 5,332 $ (40 5 ) 
Ga s  d is trib u tion  514  453  61

T ota l d is trib u tion  5,441  5,78 5  (344 ) 
T ra ns mis s ion  28 3  20 0   8 3

R eg u la ted  comp a nies   5,724  5,98 5  (261 )
C omp etitiv e b u s ines s es   98   8 92  (794 )

T ota l $ 5,8 22 $ 6,8 77 $ (1,0 55 )

N et incom e is $224  m illion low er in 20 0 7 d ue to  the tw o  sig nificant g ains in 20 0 6 that 
d id  not occur in 20 0 7.  These g ains w ere an after-tax g ain of $314  m illion associated  w ith 
the sale of the com p etitive g eneration b usiness and  the C L& P  $74  m illion incom e tax 
red uction associated  w ith the P LR .  The neg ative im p act on net incom e of the 20 0 6 g ains 
w as p artially o_ set by the $ 10 7 m illion hig her earning s of N U  E nterp rises d ue to  the $96 
m illion loss in 20 0 6.

Operating R evenues 
O p erating  revenues d ecreased  $ 1.0 6 b illion in 20 0 7 p rim arily d ue to  low er revenues 
from  N U  E nterp rises ($794  m illion) and  low er revenues from  the reg ulated  com p anies 
($261 m illion).  N U  E nterp rises’ revenues d ecreased  $794  m illion d ue to  the exit from  
com p onents o f the co m p etitive b usinesses d uring  the latter p art o f 20 0 6.  The low er 
reg ulated  revenues are b eing  d riven by the recovery o f a low er level o f C L& P  d istrib ution 
related  exp enses p assed  throug h to  custom ers throug h reg ulatory tracking  m echanism s. 

R evenues from  the reg ulated  com p anies d ecreased  $261 m illion d ue to  low er d istrib ution 
seg m ent revenues ($34 4  m illion), p artially o _ set by hig her transm ission seg m ent 
revenues ($83 m illion).  D istrib ution seg m ent revenues d ecreased  $34 4  m illion p rim arily 
d ue to  low er electric d istrib ution revenues ($4 0 5 m illion), p artially o _ set by hig her g as 
d istrib ution revenues ($61 m illion).  Transm ission seg m ent revenues increased  $83 m illion 
p rim arily d ue to  a hig her transm ission investm ent b ase and  hig her o p erating  exp enses 
that are recovered  und er F E R C -ap p roved  transm ission tari_ s.  

Low er electric d istrib ution revenues includ e the com p onents o f C L& P, P SN H  and  
W M E C O  retail revenues that are includ ed  in reg ulatory com m ission ap p roved  tracking  
m echanism s that track the recovery o f certain incurred  costs ($4 47 m illion).  The 
d istrib ution revenue tracking  com p onents d ecrease o f $4 47 m illion is p rim arily d ue 
to  the p ass throug h o f low er energ y sup p ly costs ($30 5 m illion), low er C L& P  revenue 
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associated  w ith the recovery o f d elivery-related  F M C C  ($ 10 4  m illion), a d ecrease in 

P SN H ’s SC R C  revenues m ainly as a result o f a rate d ecrease that w ent into  e_ ect July 1, 

20 0 6 ($76 m illion) and  low er w holesale revenues ($28  m illion), p artially o _ set by hig her 

retail transm ission revenues ($4 3 m illion), W M E C O ’s hig her transition cost recoveries 

($ 15 m illion) and  W M E C O ’s p ension and  d efault service revenues ($8  m illion).  The 

tracking  m echanism s allow  for rates to  b e chang ed  p eriod ically w ith over-collections 

refund ed  to  custom ers o r und er-collections collected  from  custom ers in future p eriod s.  

The d istrib ution com p onent o f electric d istrib ution seg m ent revenues that flow s throug h 

to  earning s increased  $4 2 m illion p rim arily d ue to  an  increase in retail rates ($31 m illion) 

and  retail sales ($ 11 m illion).  R etail K W H  electric sales increased  by 1.5 p ercent in 20 0 7 
com p ared  w ith 20 0 6 (a 0 .4  p ercent increase o n a w eather norm alized  b asis).  F irm  g as 

sales increased  10 .3 p ercent in 20 0 7 com p ared  w ith 20 0 6 (a 3.1 p ercent increase o n a 
w eather norm alized  b asis).

Fuel, P urchased and N et Interchange Pow er

F uel, p urchased  and  net interchang e p ow er exp enses d ecreased  $ 1.28  b illion in 20 0 7 

d ue to  low er exp enses at N U  E nterp rises ($875 m illion) and  low er costs at the reg ulated  

com p anies ($4 0 5 m illion).  N U  E nterp rises’ fuel exp enses d ecreased  d ue to  the exit from  

sig nificant com p onents o f the co m p etitive b usinesses.  F uel exp ense from  the reg ulated  
com p anies d ecreased  p rim arily d ue to  low er fuel, p urchased  and  net interchang e 
p ow er exp enses at C L& P, P SN H  and  W M E C O  ($4 31 m illion), m ainly d ue to  a d ecrease 

in stand ard  o _ er sup p ly costs as a result o f a red uction in lo ad  caused  by custom er 

m ig ration to  third  p arty sup p liers, p artially o _ set by hig her Yankee G as fuel exp ense 

($26 m illion).    

Other Operation 

O ther operation expenses decreased  $160  m illion in 20 07 prim arily due to low er N U  Enterprises 

expenses ($115 m illion) and  low er regulated  com panies distribution and  transm ission segm ent 

expenses ($49 m illion).

N U  Enterprises’ expenses decreased  $115 m illion prim arily due to the exit from  com ponents of 

the com petitive businesses during  the latter part of 20 0 6 and  the $25 m illion donation to the 

N U  Foundation in 20 0 6. 

Low er regulated  com pany distribution and  transm ission segm ent expenses of $49 m illion are 

prim arily due to low er reliability m ust run (R M R ) expenses at C L& P  ($133 m illion), partially o_ set 

by higher Energy Independence A ct (EIA ) expenses that are tracked  and  recovered  through 

the regulatory tracking  m echanism s ($29 m illion), higher adm inistration and  general expenses 

at C L& P, W M EC O  and  PSN H  ($22 m illion), higher retail transm ission expenses at PSN H  and  

W M EC O  ($21 m illion) and  Sum m er Savings R ew ards Program  that w as im plem ented  in 20 07 at 

C L& P  as a result of a legislative act ($14  m illion).  

Maintenance

M aintenance exp enses increased  $ 18  m illion in 20 0 7 p rim arily d ue to  hig her transm ission 

seg m ent exp enses ($7 m illion) and  reg ulated  com p any d istrib ution ($6 m illion).

H ig her transm ission seg m ent exp enses o f $7 m illion in 20 0 7 are p rim arily d ue to  hig her 

levels o f em p loyee sup p ort, com p liance insp ections, d eferred  m aintenance, training , and  

unp lanned  rep airs to  transm ission cab les at C L& P.  

H ig her reg ulated  com p any d istrib ution exp enses o f $6 m illion in 20 0 7 are p rim arily 

d ue to  hig her tree trim m ing  ($3 m illion), eq uip m ent m aintenance ($2 m illion) and  

und erg round  line netw ork insp ection activities ($2 m illion).  

Depreciation

D ep reciation increased  $25 m illion in 20 0 7 p rim arily d ue to  hig her d istrib ution and  

transm ission d ep reciation exp ense as a result o f hig her p lant b alances from  the o ng oing  

construction p rog ram .  

Amortization

A m ortization increased  $24  m illion in 20 0 7 for the d istrib ution seg m ent p rim arily d ue to  
hig her recovery o f transition costs for C L& P  ($32 m illion) and  W M E C O  ($20  m illion) and   

the 20 0 6 $ 18  m illion cred it associated  w ith the d eferral o f retail transm ission costs for 

W M E C O , p artially o _ set by P SN H  ($4 6 m illion).  The P SN H  d ecrease is p rim arily d ue to  

low er E S  over recoveries, low er am ortization levels o f strand ed  costs, and  the d eferral o f 
retail transm ission costs.  

Amortization of R ate R eduction B onds
A m ortization o f R R B s increased  $ 13  m illion in 20 0 7.  The hig her p ortion o f p rincip al 

w ithin the R R B  p aym ent results in a co rresp ond ing  increase in the am ortization o f R R B s. 

Interest E xpense, N et

Interest exp ense increased  $2 m illion in 20 0 7 p rim arily d ue to  hig her interest for the 

reg ulated  com p any d istrib ution and  transm ission seg m ents ($22 m illion), p artially 

o _ set by low er interest at N U  E nterp rises ($ 19  m illion).  The hig her reg ulated  com p any 
d istrib ution and  transm ission seg m ent interest is p rim arily d ue to  lo ng -term  d eb t 
issuances for all four o f the reg ulated  com p anies.  In  20 0 7, $655 m illion o f lo ng -term  

d eb t w as issued  by the reg ulated  com p anies consisting  o f $50 0  m illion for C L& P, $70  

m illion for P SN H , $4 0  m illion for W M E C O  and  $4 5 m illion for Yankee G as.  

Other Income, N et

O ther incom e, net d ecreased  $3 m illion, p rim arily d ue to  a low er C L& P  Trad itional 

Stand ard  O _ er p rocurem ent fee ($ 11 m illion) and  the ab sence o f the g ain o n sale o f 

investm ent in G lob ix C orp oration (G lob ix) in 20 0 6 ($3 m illion), p artially o _ set by hig her 

E IA  incentives ($4  m illion), hig her eq uity in earning s o f reg ional nuclear g enerating  and  

transm ission com p anies ($4  m illion), and  hig her A F U D C  eq uity ($4  m illion) m ainly as a 

result o f hig her elig ib le construction w ork in p rog ress.

Income Tax (B enefit)/E xpense

Incom e tax exp ense increased  $ 186 m illion p rim arily d ue to  an  increase in p re-tax 

earning s and  low er favorab le tax ad justm ents; p artially o _ set by a d ecrease in flow  

throug h reg ulatory am ortizations.  In  20 0 6, a sig nificant p ortion o f the tax ad justm ents 

includ ed  a $74  m illion tax b enefit to  rem ove d eferred  tax b alances associated  w ith the 

IR S  P LR .  P rior year flow  throug h reg ulatory am ortizations w ere hig her as a result o f the 

reg ulatory recovery o f tax exp ense associated  w ith nond ed uctib le acq uisition costs.

Income/(Loss) from Discontinued Op erations

See N ote 14 , “R estructuring  and  Im p airm ent C harg es and  D iscontinued  O p erations,” 

to  the co nsolid ated  financial statem ents for a d escrip tion and  exp lanation o f the 

d iscontinued  o p erations.
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4 5

COMPAN Y  R E P OR T  ON  IN TE R N AL CON TR OLS  
OV E R  F IN AN CIAL R E P OR TIN G

M anag em ent is resp onsib le for the p rep aration, integ rity, and  fair p resentation o f the accom p anying  consolid ated  financial statem ents o f N o rtheast 
U tilities and  sub sid iaries (N U  o r the C o m p any) and  o f o ther sections o f this annual rep ort.  N U ’s internal controls over financial rep orting  w ere aud ited   
b y D eloitte &  To uche LLP.

M anag em ent is resp onsib le for estab lishing  and  m aintaining  ad eq uate internal controls over financial rep orting .  The C o m p any’s internal control 
fram ew ork and  p rocesses have b een d esig ned  to  p rovid e reasonab le assurance reg ard ing  the reliab ility o f financial rep orting  and  the p rep aration o f 
financial statem ents for external p urp oses in accord ance w ith g enerally accep ted  accounting  p rincip les.  There are inherent lim itations o f internal controls 
over financial rep orting  that could  allow  m aterial m isstatem ents d ue to  error o r fraud  to  o ccur and  not b e p revented  o r d etected  o n a tim ely b asis by 
em p loyees d uring  the norm al course o f b usiness.  A d d itionally, internal controls over financial rep orting  m ay b ecom e inad eq uate in the future d ue to  
chang es in the b usiness environm ent.  

U nd er the sup ervision and  w ith the p articip ation o f the p rincip al executive o f cer and  p rincip al financial o f cer, N U  co nd ucted  an evaluation o f 
the e_ ectiveness o f internal controls over financial rep orting  b ased  o n criteria estab lished  in Internal C ontrol – Integ rated  F ram ew ork issued  by the 
C o m m ittee o f Sp onsoring  O rg anizations o f the Tread w ay C om m ission (C O SO ).  B ased  o n this evaluation und er the fram ew ork in C O SO , m anag em ent 
conclud ed  that internal controls over financial rep orting  w ere e_ ective as o f D ecem b er 31, 20 0 8.

Feb ruary 27, 20 0 9
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R E P OR T  OF  IN DE P E N DE N T  R E G ISTE R E D P U B LIC 
ACCOU N TIN G  F IR M

To  the B oard  o f Trustees and  Sharehold ers o f N o rtheast U tilities:

W e have aud ited  the accom p anying  consolid ated  b alance sheets and  consolid ated  
statem ents o f cap italization o f N o rtheast U tilities and  sub sid iaries (the “C om p any”) 
as o f D ecem b er 31, 20 0 8  and  20 0 7, and  the related  consolid ated  statem ents o f 
incom e, com p rehensive incom e, com m on sharehold ers’ eq uity, and  cash flow s for 
each o f the three years in the p eriod  end ed  D ecem b er 31, 20 0 8.  W e also  have 
aud ited  the C om p any’s internal control over financial rep orting  as o f D ecem b er 
31, 20 0 8, b ased  o n criteria estab lished  in Internal C ontrol - Integ rated  F ram ew ork 
issued  by the C o m m ittee o f Sp onsoring  O rg anizations o f the Tread w ay C om m ission.  
The C o m p any’s m anag em ent is resp onsib le for these financial statem ents, for 
m aintaining  e_ ective internal control over financial rep orting , and  for its assessm ent 
o f the e_ ectiveness o f internal control over financial rep orting , includ ed  in the 
accom p anying  C om p any R ep ort o n Internal C ontrols over F inancial R ep orting .  O ur 
resp onsib ility is to  exp ress an o p inion o n these financial statem ents and  an o p inion o n 
the C o m p any’s internal control over financial rep orting  b ased  o n o ur aud its.

W e cond ucted  o ur aud its in accord ance w ith the stand ard s o f the P ub lic C om p any 
A ccounting  O versig ht B oard  (U nited  States).  Those stand ard s req uire that w e p lan 
and  p erform  the aud it to  o b tain reasonab le assurance ab out w hether the financial 
statem ents are free o f m aterial m isstatem ent and  w hether e_ ective internal control 
over financial rep orting  w as m aintained  in all m aterial resp ects. O ur aud its o f the 
financial statem ents includ ed  exam ining , o n a test b asis, evid ence sup p orting  the 
am ounts and  d isclosures in the financial statem ents, assessing  the accounting  
p rincip les used  and  sig nificant estim ates m ad e by m anag em ent, and  evaluating  
the overall financial statem ent p resentation.  O ur aud it o f internal control over 
financial rep orting  includ ed  o b taining  an und erstand ing  o f internal control over 
financial rep orting , assessing  the risk that a m aterial w eakness exists, and  testing  
and  evaluating  the d esig n and  o p erating  e_ ectiveness o f internal control b ased  o n 
the assessed  risk. O ur aud its also  includ ed  p erform ing  such o ther p roced ures as w e 
co nsid ered  necessary in the circum stances.  W e b elieve that o ur aud its p rovid e a 
reasonab le b asis for o ur o p inions.

A  com p any’s internal control over financial rep orting  is a p rocess d esig ned  by, o r 
und er the sup ervision o f, the com p any’s p rincip al executive and  p rincip al financial 
o f cers, o r p ersons p erform ing  sim ilar functions, and  e_ ected  by the co m p any’s 
b oard  o f d irectors, m anag em ent, and  o ther p ersonnel to  p rovid e reasonab le 
assurance reg ard ing  the reliab ility o f financial rep orting  and  the p rep aration o f 
financial statem ents for external p urp oses in accord ance w ith g enerally accep ted   
 
 
 
 
 
 
 

 
 
 
 
 
 
accounting  p rincip les.  A  co m p any’s internal control over financial rep orting  includ es 
those p olicies and  p roced ures that (1) p ertain to  the m aintenance o f record s that, in 
reasonab le d etail, accurately and  fairly reflect the transactions and  d isp ositions o f 
the assets o f the co m p any; (2) p rovid e reasonab le assurance that transactions are 
record ed  as necessary to  p erm it p rep aration o f financial statem ents in accord ance 
w ith g enerally accep ted  accounting  p rincip les, and  that receip ts and  exp end itures o f 
the co m p any are b eing  m ad e o nly in accord ance w ith authorizations o f m anag em ent 
and  d irectors o f the co m p any; and  (3) p rovid e reasonab le assurance reg ard ing  
p revention o r tim ely d etection o f unauthorized  acq uisition, use, o r d isp osition o f the 
co m p any’s assets that could  have a m aterial e_ ect o n the financial statem ents.

B ecause o f the inherent lim itations o f internal control over financial rep orting , 
includ ing  the p ossib ility o f co llusion o r im p rop er m anag em ent overrid e o f co ntrols, 
m aterial m isstatem ents d ue to  error o r fraud  m ay not b e p revented  o r d etected  
o n a tim ely b asis. A lso, p rojections o f any evaluation o f the e_ ectiveness o f the 
internal control over financial rep orting  to  future p eriod s are sub ject to  the risk that 
the controls m ay b ecom e inad eq uate b ecause o f chang es in co nd itions, o r that the 
d eg ree o f co m p liance w ith the p olicies o r p roced ures m ay d eteriorate. 

In o ur o p inion, the consolid ated  financial statem ents referred  to  ab ove p resent fairly, 
in all m aterial resp ects, the financial p osition o f N o rtheast U tilities and  sub sid iaries 
as o f D ecem b er 31, 20 0 8  and  20 0 7, and  the results o f their o p erations and  their 
cash flow s for each o f the three years in the p eriod  end ed  D ecem b er 31, 20 0 8, in 
co nform ity w ith accounting  p rincip les g enerally accep ted  in the U nited  States o f 
A m erica.  A lso, in o ur o p inion, the C om p any m aintained , in all m aterial resp ects, 
e_ ective internal control over financial rep orting  as o f D ecem b er 31, 20 0 8, b ased  
o n the criteria estab lished  in Internal C ontrol - Integ rated  F ram ew ork issued  by the 
C o m m ittee o f Sp onsoring  O rg anizations o f the Tread w ay C om m ission.

A s d iscussed  in N o te 4 , the C o m p any ad op ted  F inancial A ccounting  Stand ard s B oard  
Statem ent N o. 157, Fair V alue M easurem ents, as o f January 1, 20 0 8.  

H artford , C onnecticut 
Feb ruary 27, 20 0 9
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CONSOLIDATED BALANCE SHEETS
 At Decemb er 31,

(Thousand s of Dollars)    20 0 8    20 0 7

ASSE TS    

C u rrent As s ets :         
   C a s h  a nd  ca s h  eq u iv a lents     $ 8 9,8 16 $ 15,10 4
   Inv es tments  in s ecu ritiz a b le a s s ets  (Note 1L )   -   30 8 ,18 2
   R eceiv a b les , les s  p rov is ion for u ncollectib le            
     a ccou nts  of $43,275 in 20 0 8  a nd  $25,529 in 20 0 7   698 ,755  40 1,28 3
  U nb illed  rev enu es      218 ,440   10 1,8 60
  T a x es  receiv a b le   -   13,8 50
  F u el, ma teria ls  a nd  s u p p lies      30 0 ,0 49  210 ,8 50
  M a rk eta b le s ecu rities  - cu rrent    78 ,452  70 ,8 16
  D eriv a tiv e a s s ets  - cu rrent    31,373  10 5,517
  Prep a y ments  a nd  oth er     8 8 ,679  58 ,794

   1,50 5,564  1,28 6,256

Prop erty , Pla nt a nd  E q u ip ment:    
   E lectric u tility    9,219,351  7,594,60 6
   Ga s  u tility      1,0 43,68 7  977,290
   O th er     290 ,156  310 ,535

     10 ,553,194  8 ,8 8 2,431
          L es s : Accu mu la ted  d ep recia tion: $2,610 ,479 for     
              electric a nd  g a s  u tility  a nd  $159,639 for oth er                         
              in 20 0 8 ; $2,48 3,570  for electric a nd  g a s  u tility                            
              a nd  $178 ,193 for oth er in 20 0 7     2,770 ,118   2,661,763

     7,78 3,0 76  6,220 ,668
   C ons tru ction w ork  in p rog res s    424,8 0 0   1,0 0 9,277

     8 ,20 7,8 76  7,229,945

D eferred  D eb its  a nd  O th er As s ets :      
  R eg u la tory  a s s ets    3,50 2,60 6  2,0 57,0 8 3
  Good w ill    28 7,591  28 7,591
  Prep a id  p ens ion   -   20 2,512
  M a rk eta b le s ecu rities  - long -term   30 ,757  53,28 1
  D eriv a tiv e a s s ets  - long -term   241,8 14  298 ,0 0 1
  O th er   212,272  167,153

   4,275,0 40   3,0 65,621

T ota l As s ets   $ 13,98 8 ,48 0  $ 11,58 1,8 22

  At Decemb er 31,

(Thousand s of Dollars)    20 0 8    20 0 7

LIAB ILITIE S AN D CAP ITALIZ ATION   
C u rrent L ia b ilities :     
  Notes  p a y a b le to b a nk s     $ 618 ,8 97  $ 79,0 0 0
  L ong -term d eb t - cu rrent p ortion    54,28 6   154,28 6
  Accou nts  p a y a b le     678 ,614   598 ,546
  Accru ed  ta x es      12,527   - 
  Accru ed  interes t     69,8 18    56,592
  D eriv a tiv e lia b ilities  - cu rrent     10 0 ,919   71,60 1
  O th er     168 ,40 1   246,125

     1,70 3,462   1,20 6,150

R a te R ed u ction B ond s     68 6,511   917,436

D eferred  C red its  a nd  O th er L ia b ilities :       
  Accu mu la ted  d eferred  income ta x es      1,223,461   1,0 67,490
  Accu mu la ted  d eferred  inv es tment  
    ta x  cred its      25,371   28 ,8 45
  D eferred  contra ctu a l ob lig a tions    193,0 16   222,90 8
  R eg u la tory  lia b ilities    592,540    8 51,78 0
  D eriv a tiv e lia b ilities  - long -term     912,426   20 8 ,461
  Accru ed  p ens ion   740 ,930    - 
  Accru ed  p os tretirement b enefi ts    240 ,371   18 1,50 7
  O th er     430 ,718    38 3,611

     4,358 ,8 33   2,944,60 2

C a p ita liz a tion:  
  L ong -T erm D eb t     4,10 3,162   3,48 3,599

  Preferred  S tock  of S u b s id ia ry  - Non-R ed eema b le     116,20 0    116,20 0

  C ommon S h a reh old ers ’ E q u ity :  
    C ommon s h a res , $5 p a r v a lu e - a u th oriz ed              
         225,0 0 0 ,0 0 0  s h a res ; 176,212,275 s h a res  is s u ed  
         a nd  155,8 34,361 s h a res  ou ts ta nd ing  in 20 0 8  a nd   
         175,924,694 s h a res  is s u ed  a nd  155,0 79,770  s h a res  
         ou ts ta nd ing  in 20 0 7     8 8 1,0 61   8 79,623
    C a p ita l s u rp lu s , p a id  in   1,475,0 0 6   1,465,946
    D eferred  contrib u tion p la n - emp loy ee s tock   
      ow ners h ip  p la n     (15,48 1 )  (26,352 )
    R eta ined  ea rning s    1,0 78 ,594   946,792
    Accu mu la ted  oth er comp reh ens iv e (los s )/income   (37,265 )  9,359
    T rea s u ry  s tock , 19,70 8 ,136 s h a res   
      in 20 0 8  a nd  19,70 5,545 s h a res  in 20 0 7     (361,60 3 )  (361,533 )

  C ommon S h a reh old ers ’ E q u ity      3,0 20 ,312   2,913,8 35

T ota l C a p ita liz a tion   7,239,674   6,513,634

C ommitments  a nd  C onting encies  (Note 7)   

T ota l L ia b ilities  a nd  C a p ita liz a tion  $ 13,98 8 ,48 0   $ 11,58 1,8 22

   The accom p anying  notes are an integ ral p art o f these consolid ated  financial statem ents.  
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CONSOLIDATED STATEMENTS OF INCOME
 For the Years E nded Decemb er 31,

(Thousand s of Dollars, except share information)  20 0 8   20 0 7  20 0 6

O p era ting  R ev enu es  $ 5,8 0 0 ,0 95 $ 5,8 22,226 $ 6,8 77,68 7

O p era ting  E x p ens es :  
  O p era tion  
    F u el, p u rch a s ed  a nd  net interch a ng e p ow er  2,996,18 0   3,350 ,673  4,630 ,798
    O th er    1,0 21,70 4  961,28 5  1,121,534
  M a intena nce    254,0 38   211,58 9  193,70 6
  D ep recia tion    278 ,58 8   265,297  240 ,559
  Amortiz a tion of reg u la tory  a s s ets , net    18 6,396  40 ,674  16,292
  Amortiz a tion of ra te red u ction b ond s     20 4,8 59  20 1,0 39  18 8 ,247
  T a x es  oth er th a n income ta x es     267,565  252,18 8   250 ,58 0

     T ota l op era ting  ex p ens es     5,20 9,330   5,28 2,745  6,641,716

O p era ting  Income    590 ,765  539,48 1  235,971
Interes t E x p ens e:  
  Interes t on long -term d eb t    193,8 8 3  162,8 41  141,579
  Interes t on ra te red u ction b ond s     50 ,231  61,58 0   74,242
  O th er interes t    25,0 31  15,8 24  22,375

     Interes t ex p ens e, net    269,145  240 ,245  238 ,196

O th er Income, Net   50 ,428   61,639  64,394

Income from C ontinu ing  O p era tions  B efore  
  Income T a x  E x p ens e/(B enefi t)    372,0 48   360 ,8 75  62,169
Income T a x  E x p ens e/(B enefi t)    10 5,661  10 9,420   (76,326 )

Income from C ontinu ing  O p era tions  B efore Preferred  D iv id end s  of S u b s id ia ry     266,38 7  251,455  138 ,495
Preferred  D iv id end s  of S u b s id ia ry   5,559  5,559  5,559

Income from C ontinu ing  O p era tions    260 ,8 28   245,8 96  132,936
D is continu ed  O p era tions  (Note 14):  
  Income from D is continu ed  O p era tions   -   435  31,321
  Ga ins  from S a le/D is p os ition of D is continu ed  O p era tions   -   2,0 54  50 4,314
  Income T a x  E x p ens e  -   1,90 2  197,993

Income from D is continu ed  O p era tions   -   58 7  337,642

Net Income $ 260 ,8 28  $ 246,48 3 $ 470 ,578

B a s ic E a rning s  Per C ommon S h a re:  
Income from C ontinu ing  O p era tions  $ 1.68  $ 1.59 $ 0 .8 6
Income from D is continu ed  O p era tions   -   -   2.20

B a s ic E a rning s  Per C ommon S h a re $ 1.68  $ 1.59 $ 3.0 6

F u lly  D ilu ted  E a rning s  Per C ommon S h a re: 
Income from C ontinu ing  O p era tions  $ 1.67 $ 1.59 $ 0 .8 6
Income from D is continu ed  O p era tions   -   -   2.19

F u lly  D ilu ted  E a rning s  Per C ommon S h a re $ 1.67 $ 1.59 $ 3.0 5

B a s ic C ommon S h a res  O u ts ta nd ing  (w eig h ted  a v era g e)  155,531,8 46  154,759,727  153,767,527

F u lly  D ilu ted  C ommon S h a res  O u ts ta nd ing  (w eig h ted  a v era g e)  155,999,240   155,30 4,361 154,146,669

The accom p anying  notes are an integ ral p art o f these consolid ated  financial statem ents.
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CONSOLIDATED STATEMENTS OF COMPREHENSIV E INCOME     

                     For the Years E nded Decemb er 31,

(Thousand s of Dollars)  20 0 8   20 0 7  20 0 6

Net Income $ 260 ,8 28   $ 246,48 3  $ 470 ,578

O th er comp reh ens iv e (los s )/income, net of ta x :    
  Q u a lifi ed  ca s h  fl ow  h ed g ing  ins tru ments   (6,90 9 )  (3,591 )  (12,340  )
  C h a ng es  in u nrea liz ed  g a ins   on s ecu rities   (1,669 )  (10 1 )  718
  C h a ng e in fu nd ed  s ta tu s  of p ens ion,  
    S E R P a nd  oth er p os t retirement p la ns   (38 ,0 46 )  8 ,553   - 
  M inimu m S E R P lia b ility    -    -    379

     O th er comp reh ens iv e (los s )/income, net of ta x   (46,624 )  4,8 61   (11,243 )

C omp reh ens iv e Income $ 214,20 4  $ 251,344  $ 459,335

The accom p anying  notes are an integ ral p art o f these consolid ated  financial statem ents.
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CONSOLIDATED STATEMENTS OF COMMON SHAREHOLDERS’ EQ UITY     

    Deferred  Accumulated
   Cap ital Contrib ution  Other   
(Thousand s of Dollars, except share information)                      Common Shares  Surp lus, P lan - R etained  Comp rehensive Treasury  
  Shares Amount P aid In E SOP  E arnings Income/(Loss) Stock Total

B a la nce a s  of  
  J a nu a ry  1, 20 0 6 153,225,8 92   $ 8 74,48 9 $ 1,437,561  $(46,8 8 4 ) $ 50 4,30 1  $ 19,98 7  $(360 ,210 )  $ 2,429,244

  Net income for 20 0 6           470 ,578          470 ,578
  D iv id end s  on common s h a res  - $0 .725 p er s h a re           (112,219 )        (112,219 ) 
  Is s u a nce of common s h a res , $5 p a r v a lu e 522,535   2,612  6,8 8 2              9,494 
  Alloca tion of b enefi ts  - E S O P 523,452     (618  ) 12,118             11,50 0  
  C h a ng e in res tricted  s h a res , net (38 ,738  )    4,293           (690 )   3,60 3
  T a x  d ed u ction for s tock  op tions  ex ercis ed           
    a nd  E mp loy ee S tock  Pu rch a s e             
    Pla n d is q u a lify ing  d is p os itions       1,112              1,112 
  C a p ita l s tock  ex p ens es , net      356              356 
  Ad ju s tment to fu nd ed  s ta tu s  of p ens ion,          
    S E R P a nd  oth er p os t retirement p la ns  (S F AS  No. 158 )              (4,246 )     (4,246 ) 
  O th er comp reh ens iv e los s                  (11,243 )     (11,243 )

B a la nce a s  of          
  D ecemb er 31, 20 0 6  154,233,141   8 77,10 1  1,449,58 6  (34,766 )  8 62,660    4,498   (360 ,90 0 )  2,798 ,179

  Ad op tion of F IN 48  - a ccou nting  for  
    u ncerta inty  of income ta x es            (41,8 16 )        (41,8 16 ) 
  Net income for 20 0 7           246,48 3         246,48 3 
  D iv id end s  on common s h a res  - $0 .775 p er s h a re           (120 ,535 )        (120 ,535 ) 
  Is s u a nce of common s h a res , $5 p a r v a lu e 50 4,455   2,522  6,534              9,0 56 
  Alloca tion of b enefi ts  - E S O P 363,470      2,129  8 ,414            10 ,543 
  C h a ng e in res tricted  s h a res , net (21,10 4 )    4,368            (627)   3,741
  C h a ng e in trea s u ry  s tock  (192 )    6           (6)    - 
  T a x  d ed u ction for s tock  op tions  ex ercis ed           
    a nd  E mp loy ee S tock  Pu rch a s e         
    Pla n d is q u a lify ing  d is p os itions       3,18 3              3,18 3 
  C a p ita l s tock  ex p ens es , net      140               140  
  O th er comp reh ens iv e income               4,8 61      4,8 61

B a la nce a s  of          
  D ecemb er 31, 20 0 7  155,0 79,770    8 79,623  1,465,946  (26,352 )  946,792   9,359  (361,533)   2,913,8 35

  Net income for 20 0 8            260 ,8 28          260 ,8 28
  D iv id end s  on common s h a res  - $0 .8 25 p er s h a re           (129,0 26 )        (129,0 26)
  Is s u a nce of common s h a res , $5 p a r v a lu e 28 7,58 1   1,438   4,0 8 6              5,524
  Alloca tion of b enefi ts  - E S O P 469,60 1     8 65  10 ,8 71            11,736
  C h a ng e in res tricted  s h a res , net (2,591 )    2,436           (70 )   2,366
  T a x  d ed u ction for s tock  op tions  ex ercis ed           
    a nd  E mp loy ee S tock  Pu rch a s e         
    Pla n d is q u a lify ing  d is p os itions       1,622              1,622
  C a p ita l s tock  ex p ens es , net      51              51
  O th er comp reh ens iv e los s                (46,624 )     (46,624 )

B a la nce a s  of      
   D ecemb er 31, 20 0 8  155,8 34,361  $ 8 8 1,0 61 $ 1,475,0 0 6  $(15,48 1 ) $ 1,0 78 ,594   $(37,265 )  $(361,60 3 ) $ 3,0 20 ,312

50
The accom p anying  notes are an integ ral p art o f these consolid ated  financial statem ents.
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CONSOLIDATED STATEMENTS OF CASH FLOW S    
                       For the Years E nded Decemb er 31,

(Thousand s of Dollars) 20 0 8  20 0 7 20 0 6

O p era ting  Activ ities :         
Net income $ 260 ,8 28   $ 246,48 3  $ 470 ,578
Ad ju s tments  to reconcile to net ca s h  fl ow s  p rov id ed  b y  op era ting  a ctiv ities :           
      Pre-ta x  g a ins  from s a le/d is p os ition of d is continu ed  op era tions   -    (2,0 54 )  (50 4,314 )
      B a d  d eb t ex p ens e  28 ,573   29,140    29,366
      D ep recia tion  278 ,58 8    265,297   243,8 22
      D eferred  income ta x es   8 6,8 10    6,933   (20 4,212 )
      Amortiz a tion of inv es tment ta x  cred its   (3,474 )  (3,58 3 )  (3,673 )
      Pens ion a nd  PB O P ex p ens e a nd  contrib u tions , net of ca p ita liz ed  p ortion  (3,8 39 )  10 ,8 65   38 ,994
      S tock -b a s ed  comp ens a tion ex p ens e  13,518    13,8 55   14,718
      Allow a nce for eq u ity  fu nd s  u s ed  d u ring  cons tru ction  (29,0 28  )  (17,417 )  (13,573)
      Imp a irment of ma rk eta b le s ecu rities   17,399   2,539   - 
      (D eferra l)/a mortiz a tion of recov era b le energ y  cos ts     (10 ,590  )  11,715   15,60 9
      Amortiz a tion of ra te red u ction b ond s   20 4,8 59   20 1,0 39   18 8 ,247
      Amortiz a tion of reg u la tory  a s s ets , net  18 6,396   40 ,674   16,292
      R eg u la tory  (refu nd s  a nd  u nd errecov eries )/ov errecov eries   (174,662 )  37,0 10    (96,560  )
      D eriv a tiv e a s s ets  a nd  lia b ilities   (37,0 52 )  (43,8 0 8  )  (90 ,8 67 )
      D eferred  contra ctu a l ob lig a tions   (32,326 )  (41,950  )  (90 ,671 ) 
      (Increa s e)/d ecrea s e in oth er d eferred  d eb its   (16,8 73 )  (5,0 26 )  2,8 37
      Increa s e/(d ecrea s e) in oth er d eferred  cred its   4,735   (8 ,78 4 )  (10 ,451 )
      O th er a d ju s tments   (5,738  )  (4,464 )  22,921
C h a ng es  in cu rrent a s s ets  a nd  lia b ilities :  
      R eceiv a b les  a nd  u nb illed  rev enu es , net  (141,8 79 )  (65,38 1 )  60 5,366
      F u el, ma teria ls  a nd  s u p p lies   (74,531 )  (33,727 )  16,718
      Inv es tments  in s ecu ritiz a b le a s s ets   (25,78 7 )  33,531   (158 ,651 )
      O th er cu rrent a s s ets    (4,677 )  3,8 78    58 ,350
      Accou nts  p a y a b le  72,791   (49,554 )  (399,38 6 )
      C ou nterp a rty  d ep os its  a nd  ma rg in s p ecia l d ep os its   (7,474 )  29,50 5   26,469
      T a x es  receiv a b le/a ccru ed   63,251   (392,611 )  271,477
      O th er cu rrent lia b ilities    (40 0  )  (15,670  )  (42,332 )

Net ca s h  fl ow s  p rov id ed  b y  op era ting  a ctiv ities   649,418    248 ,435   40 7,0 74

Inv es ting  Activ ities : 
  Inv es tments  in p rop erty  a nd  p la nt (1,255,40 7 )  (1,114,8 24)  (8 72,18 1)
  Net p roceed s  from s a les  of comp etitiv e b u s ines s es   -    -    1,0 53,0 99
  C a s h  p a y ments  rela ted  to th e s a le of comp etitiv e b u s ines s es   -    (16,648  )   (32,359)
  Proceed s  from s a les  of ma rk eta b le s ecu rities   259,361   254,8 32   193,459
  Pu rch a s es  of ma rk eta b le s ecu rities   (262,357 )  (261,777 )  (193,917 )
  R a te red u ction b ond  es crow  a nd  oth er d ep os its   1,68 6   63,722   (50 ,68 6 )
  O th er inv es ting  a ctiv ities   3,360    7,229   19,649

Net ca s h  fl ow s  (u s ed  in)/p rov id ed  b y  inv es ting  a ctiv ities  (1,253,357 )  (1,0 67,466 )  117,0 64

F ina ncing  Activ ities :      
  Is s u a nce of common s h a res  rela ted  to s h a re-b a s ed  comp ens a tion  5,524   9,0 56   9,494
  C a s h  d iv id end s  on common s h a res   (129,0 77 )  (120 ,98 8  )  (112,745 )
  Increa s e/(d ecrea s e) in s h ort-term d eb t  539,8 97   79,0 0 0    (32,0 0 0  )
  Is s u a nce of long -term d eb t  760 ,0 0 0    655,0 0 0    250 ,0 0 0
  R ea cq u is ition a nd  retirements  of long -term d eb t  (261,28 6 )  (4,8 77 )  (28 ,8 43 )
  R etirements  of ra te red u ction b ond s   (230 ,925 )  (259,722 )  (173,344 )
  O th er fi na ncing  a ctiv ities   (5,48 2 )  (5,245 )  (571 )

Net ca s h  fl ow s  p rov id ed  b y /(u s ed  in) fi na ncing  a ctiv ities   678 ,651   352,224   (8 8 ,0 0 9 )

Net increa s e/(d ecrea s e) in ca s h  a nd  ca s h  eq u iv a lents   74,712   (466,8 0 7 )  436,129
C a s h  a nd  ca s h  eq u iv a lents  - b eg inning  of y ea r  15,10 4   48 1,911   45,78 2

C a s h  a nd  ca s h  eq u iv a lents  - end  of y ea r $ 8 9,8 16  $ 15,10 4  $ 48 1,911

The accom p anying  notes are an integ ral p art o f these consolid ated  financial statem ents.51
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CONSOLIDATED STATEMENTS OF CAPITALIZATION

                                                                                                                         At Decemb er 31,

(Thousand s of Dollars)  20 0 8  20 0 7

C ommon S h a reh old ers ’ E q u ity   $  3,0 20 ,312  $ 2,913,8 35

Preferred  S tock :   
  C L & P Preferred  S tock  Not S u b ject to M a nd a tory  R ed emp tion - 
    $50  p a r v a lu e - a u th oriz ed  9,0 0 0 ,0 0 0  s h a res  in 20 0 8  a nd  20 0 7;  
    2,324,0 0 0  s h a res  ou ts ta nd ing  in 20 0 8  a nd  20 0 7; 
    D iv id end  ra tes  of $1.90  to $3.28 ;   
    C u rrent red emp tion p rices  of $50 .50  to $54.0 0    116,20 0    116,20 0  

L ong -T erm D eb t:  
  F irs t M ortg a g e B ond s :   
    F ina l M a tu rity  Interes t R a tes   

    20 0 9-20 12 6.20 % to 7.19%  67,143   71,429
    20 14-20 18  4.8 0 % to 6.90 %  1,20 5,0 0 0    695,0 0 0
    20 19-20 24 5.26% to 8 .48 %  20 9,8 45   20 9,8 45
    20 26-20 37 5.35% to 6.375%  8 30 ,0 0 0    8 30 ,0 0 0

T ota l F irs t M ortg a g e B ond s    2,311,98 8    1,8 0 6,274

O th er L ong -T erm D eb t:  
  Pollu tion C ontrol Notes :    
    20 16-20 18  5.90 %  25,40 0    25,40 0
    20 21-20 22  V a ria b le R a te a nd  4.75% to 6.0 0 %  428 ,28 5   428 ,28 5
    20 28  5.8 5% to 5.95%  369,30 0    369,30 0
    20 31 3.35% a nd  V a ria b le R a te in 20 0 8 ; 3.35% in 20 0 7  62,0 0 0    62,0 0 0
O th er:    
    20 0 8 -20 0 9 V a ria b le R a te a nd  3.30 %  -    195,0 0 0
    20 12-20 15 5.0 0 % to 7.25%  618 ,0 0 0    368 ,0 0 0
    20 34-20 37 5.90 % to 6.70 %  90 ,0 0 0    90 ,0 0 0

T ota l Pollu tion C ontrol Notes  a nd  O th er   1,592,98 5   1,537,98 5

T ota l F irs t M ortg a g e B ond s , Pollu tion C ontrol Notes  a nd  O th er   3,90 4,973   3,344,259

F ees  a nd  interes t d u e for s p ent nu clea r fu el d is p os a l cos ts    298 ,555   294,30 5
C h a ng e in fa ir v a lu e res u lting  from interes t ra te h ed g e ins tru ment   20 ,8 28    4,172
U na mortiz ed  p remiu m a nd  d is cou nt, net    (4,90 8  )  (4,8 51 )
R ea cq u is ition of Pollu tion C ontrol Notes    (62,0 0 0  )  - 

T ota l L ong -T erm D eb t   4,157,448    3,637,8 8 5
L es s :  Amou nts  d u e w ith in one y ea r   54,28 6   154,28 6

L ong -T erm D eb t   4,10 3,162   3,48 3,599

T ota l C a p ita liz a tion  $ 7,239,674  $ 6,513,634

The accom p anying  notes are an integ ral p art o f these consolid ated  financial statem ents.

N OTE S TO CON SOLIDATE D FIN AN CIAL STATE ME N TS

1. Summary of Signifi cant Accounting P olicies

A. Ab out N ortheast U tilities 

Consolidated:  N o rtheast U tilities (N U  o r the co m p any) is the p arent com p any o f 

the reg ulated  com p anies and  N U  E nterp rises, Inc. (N U  E nterp rises), as d escrib ed  

b elow .  N U  w as fo rm ed  o n July 1, 1966 w hen The C onnecticut Lig ht and  P ow er 

C om p any (C L& P ), W estern M assachusetts E lectric C om p any (W M E C O ) and  The 

H artford  E lectric Lig ht C om p any af liated  und er the com m on ow nership  o f the N U  

system .  In  1967, H olyoke W ater P ow er C om p any (H W P ) joined  the af liation.  In  

19 92, P ub lic Service C om p any o f N ew  H am p shire (P SN H ) b ecam e a sub sid iary o f 

N U  p arent.  O n  M arch 1, 20 0 0 , g as b ecam e an integ ral p art o f N U ’s C onnecticut 

o p erations w hen N U ’s m erg er w ith Yankee E nerg y System , Inc. (Yankee) and  its 

p rincip al sub sid iary, Yankee G as Services C om p any (Yankee G as), w as com p leted .  

U ntil Feb ruary 8, 20 0 6, N U  w as reg istered  w ith the Securities and  E xchang e 

C om m ission (SE C ) as a ho ld ing  com p any und er the P ub lic U tility H old ing  C om p any 

A ct o f 1935 (P U H C A ).  O n  Feb ruary 8, 20 0 6, P U H C A  w as rep ealed .  N U  is now  

reg istered  w ith the Fed eral E nerg y R eg ulatory C om m ission (F E R C ) as a p ub lic 

utility hold ing  com p any und er the P U H C A  o f 20 0 5.  A rrang em ents am ong  the 

reg ulated  electric com p anies, N U  E nterp rises and  o ther N U  co m p anies, o utsid e 

ag encies and  o ther utilities covering  interconnections, interchang e o f electric p ow er 

and  sales o f utility p rop erty are sub ject to  reg ulation by the F E R C .  The reg ulated  

com p anies are sub ject to  further reg ulation for rates, accounting  and  o ther m atters 

by the F E R C  and /or ap p licab le state reg ulatory com m issions.  

R egulated Comp anies:  C L& P, P SN H  and  W M E C O  furnish franchised  retail electric 

service in C o nnecticut, N ew  H am p shire and  M assachusetts, resp ectively.  Yankee 

G as ow ns and  o p erates C onnecticut’s larg est natural g as d istrib ution system .  

C L& P, P SN H  and  W M E C O ’s results includ e the o p erations o f its d istrib ution and  

transm ission seg m ents.  P SN H ’s d istrib ution results includ e the o p erations o f 

its g eneration b usiness.  Yankee G as’ results includ e the o p erations o f its g as 

d istrib ution seg m ent.

N U  E nterp rises:  N U  E nterp rises is the p arent com p any o f Select E nerg y, Inc. (Select 

E nerg y), E . S. B o ulos C om p any (B oulos), N ortheast G eneration Services C om p any 

(N G S), N G S  M echanical, Inc. and  Select E nerg y C ontracting , Inc. (SE C I), w hich are 

collectively referred  to  as N U  E nterp rises.  F o r inform ation reg ard ing  N U ’s exit from  

certain o f these b usinesses, see N ote 14 , “R estructuring  and  Im p airm ent C harg es 

and  D iscontinued  O p erations,” to  the co nsolid ated  financial statem ents.  

B . P resentation

The consolid ated  financial statem ents o f N U  includ e the accounts o f all its 

sub sid iaries.  Intercom p any transactions have b een elim inated  in co nsolid ation.

The p rep aration o f co nsolid ated  financial statem ents in co nform ity w ith accounting  

p rincip les g enerally accep ted  in the U nited  States o f A m erica req uires m anag em ent 

to  m ake estim ates and  assum p tions that a_ ect the rep orted  am ounts o f assets 

and  liab ilities and  d isclosure o f co nting ent liab ilities at the d ate o f the co nsolid ated  

financial statem ents and  the rep orted  am ounts o f revenues and  exp enses d uring  the 

rep orting  p eriod .  A ctual results could  d i_ er from  those estim ates.

C ertain reclassifications o f p rior p eriod  d ata includ ed  in the accom p anying  

consolid ated  financial statem ents have b een m ad e to  co nform  w ith the current 

year’s p resentation.  
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N U ’s consolid ated  statem ents o f incom e for the years 
end ed  D ecem b er 31, 20 0 7 and  20 0 6 classify the follow ing  
as d iscontinued  o p erations:

N ortheast G eneration C om p any (N G C ), includ ing  
certain com p onents o f N G S,

The M t. Tom  g enerating  p lant (M t. Tom ) p reviously 
ow ned  by H W P, 

Select E nerg y Services, Inc. (SE SI) and  its w holly-
ow ned  sub sid iaries H E C /Tobyhanna E nerg y P roject, 
Inc. and  H E C /C JTS  E nerg y C enter LLC ,

A  p ortion o f the fo rm er W ood s E lectrical C o., Inc.  
(W ood s E lectrical), and

SE C I (includ ing  R eed s Ferry Sup p ly C o., Inc.).

For further inform ation reg ard ing  d iscontinued  
o p erations, see N ote 14 , “R estructuring  and  Im p airm ent 
C harg es and  D iscontinued  O p erations,” to  the 
co nsolid ated  financial statem ents.  

C. Accounting Standards Issued B ut N ot Yet Adop ted
In D ecem b er 20 0 7, the F inancial A ccounting  Stand ard s 
B oard  (FA SB ) issued  Statem ent o f F inancial A ccounting  
Stand ard s (SFA S) N o. 160 , “N oncontrolling  Interests 
in C o nsolid ated  F inancial Statem ents,” w hich is 
e_ ective January 1, 20 0 9.  S FA S  N o. 160  req uires 
ow nership  interests in sub sid iaries held  by third  p arties 
(noncontrolling  interests) to  b e p resented  w ithin 
eq uity and  clearly id entified  and  lab eled .  It sets forth 
req uirem ents for incom e statem ent p resentation 
related  to  the activities o f no ncontrolling  interests and  
for accounting  for chang es in ow nership  interests and  
p rovid es g uid ance for d econsolid ation.  Im p lem entation 
o f SFA S  N o. 160  is no t exp ected  to  have a m aterial im p act 
o n the co m p any’s consolid ated  financial statem ents.  

In  June 20 0 8, the FA SB  issued  FA SB  Sta_  P osition (F SP ) 
E ITF  0 3-6-1, “D eterm ining  W hether Instrum ents G ranted  
in Share-B ased  P aym ent Transactions are P articip ating  
Securities,” w hich is e_ ective January 1, 20 0 9  and  is 
req uired  to  b e ap p lied  retrosp ectively.  A s a result o f this 
F SP, N U ’s restricted  stock aw ard s that w ere not vested  
in 20 0 7 and  the first q uarter o f 20 0 8  are consid ered  
p articip ating  securities in calculating  earning s p er share 
(E P S) for these p eriod s using  the tw o -class m ethod .   
N U ’s restricted  stock aw ard s w ere com p letely vested  
d uring  the first q uarter o f 20 0 8  and  are no  lo ng er 
aw ard ed .  F SP  E IT F  0 3-6-1 is no t exp ected  to  im p act  
N U ’s E P S  for any p eriod .  

S FA S  N o. 157, “Fair V alue M easurem ents,” w hich 
estab lishes a fram ew ork for id entifying  and  m easuring  
fair value, w as issued  in 20 0 6 and  ap p lied  in 20 0 8  to  
the fair value m easurem ents o f financial assets and  
liab ilities o f N U  and  its sub sid iaries.  The statem ent 
d efines fair value as the p rice that w ould  b e received  to  

sell an asset o r p aid  to  transfer a liab ility (an exit p rice) 
in an  o rd erly transaction b etw een m arket p articip ants at 
the m easurem ent d ate.  S FA S  N o. 157 is req uired  to  b e 
ap p lied  to  no nrecurring  fair value m easurem ents o f no n-
financial assets and  liab ilities b eg inning  in 20 0 9, includ ing  
asset retirem ent o b lig ations (A R O ) and  g ood w ill and  
o ther im p airm ent analyses.  Im p lem entation o f SFA S  N o. 
157 to  no n-financial assets and  liab ilities is no t exp ected  
to  have a m aterial im p act o n the co m p any’s consolid ated  
financial statem ents.  

D. R evenues
R egulated Comp anies:  The reg ulated  com p anies’ retail 
revenues are b ased  o n rates ap p roved  by the state 
reg ulatory com m issions.  In  g eneral, rates can o nly b e 
chang ed  throug h form al p roceed ing s w ith the state 
reg ulatory com m issions.  The reg ulated  com p anies utilize 
reg ulatory com m ission-ap p roved  tracking  m echanism s 
to  track the recovery o f certain incurred  costs.  The 
tracking  m echanism s allow  for rates to  b e chang ed  
p eriod ically, w ith overcollections refund ed  to  custom ers 
o r und ercollections collected  from  custom ers in future 
p eriod s. 

The reg ulated  com p anies record  m onthly, d ay ahead  and  
real tim e energ y p urchases and  sales, net in accord ance 
w ith The E m erg ing  Issues Task Force (E ITF ) Issue N o. 
0 3-11, “R ep orting  R ealized  G ains and  Losses o n D erivative 
Instrum ents That A re Sub ject to  FA SB  Statem ent N o. 133 
and  N o t H eld  for Trad ing  P urp oses as d efined  in E IT F  
Issue N o. 0 2-3.”  R evenues associated  w ith d erivative 
instrum ents to  p urchase and  sell in the d ay ahead  and  
real tim e m arkets are record ed  net in revenues and  fuel, 
p urchased  and  net interchang e p ow er.

R egulated Comp anies’ U nb illed R evenues:  U nb illed  
revenues rep resent an estim ate o f electricity o r g as 
d elivered  to  custom ers for w hich the custom ers have 
not yet b een b illed .  U nb illed  revenues are includ ed  in 
revenue o n the statem ent o f incom e and  are assets o n the 
b alance sheet that are reclassified  to  accounts receivab le 
in the fo llow ing  m onth as custom ers are b illed .  S uch 
estim ates are sub ject to  ad justm ent w hen actual m eter 
read ing s b ecom e availab le, w hen chang es in estim ating  
m ethod olog y o ccur and  und er o ther circum stances. 

The reg ulated  com p anies estim ate unb illed  revenues 
m onthly using  the d aily load  cycle (D LC ) m ethod .  The 
D LC  m ethod  allocates b illed  sales to  the current calend ar 
m onth b ased  o n the d aily load  for each b illing  cycle.  The 
b illed  sales are sub tracted  from  total calend ar m onth 
sales to  estim ate unb illed  sales.  U nb illed  revenues are 
estim ated  by first allocating  sales to  the resp ective rate 
classes, then ap p lying  an averag e rate to  the estim ate o f 
unb illed  sales.

R egulated Comp anies’ Transmission R evenues -  
W holesale R ates:   W holesale transm ission revenues 
are b ased  o n fo rm ula rates that are ap p roved  by the 
F E R C .  M o st o f N U ’s w holesale transm ission revenues 
are collected  und er the N ew  E ng land  Ind ep end ent 
System  O p erator (ISO -N E ) F E R C  E lectric Tari_  N o. 3, 
Transm ission, M arkets and  Services Tari_  (Tari_  N o. 
3).  Tari_  N o. 3  includ es R eg ional N etw ork Service 
(R N S) and  Sched ule 21 - N U  rate sched ules to  recover 
fees for transm ission and  o ther services.  The R N S  rate, 
ad m inistered  by ISO -N E  and  b illed  to  all N ew  E ng land  
transm ission users, is reset o n June 1st o f each year 
and  recovers the revenue req uirem ents associated  w ith 
transm ission facilities that b enefit the N ew  E ng land  
reg ion.  The Sched ule 21 - N U  rate, ad m inistered  by N U , 
is reset o n January 1st and  June 1st o f each year and  
recovers the revenue req uirem ents for local transm ission 
facilities and  o ther transm ission costs not recovered  
und er the R N S  rate, includ ing  10 0  p ercent o f the 
co nstruction w ork in p rog ress (C W IP ) that is includ ed  
in rate b ase o n the N ew  E ng land  E ast-W est Solutions 
(N E E W S) p rojects.  The Sched ule 21 - N U  rate calculation 
recovers total transm ission revenue req uirem ents net o f 
revenues received  from  o ther sources (i.e., R N S, rentals, 
etc.), thereby ensuring  that N U  recovers all reg ional and  
local revenue req uirem ents as p rescrib ed  in Tari_  N o. 
3.  B o th the R N S  and  Sched ule 21 - N U  rates p rovid e for 
annual true-up s to  actual costs.  The financial im p acts 
o f d i_ erences b etw een actual and  p rojected  costs are 
d eferred  for future recovery from  o r refund  to  custom ers.  
A t D ecem b er 31, 20 0 8, the Sched ule 21 - N U  rates w ere in 
a to tal und errecovery p osition o f $4 .6 m illion that w ill b e 
co llected  from  custom ers in m id -20 0 9.  

R egulated Comp anies’ Transmission R evenues -  
R etail R ates:  A  sig nificant p ortion o f the N U  co nsolid ated  
transm ission seg m ent revenue com es from  ISO -N E  
charg es to  the d istrib ution seg m ents o f C L& P, P SN H  
and  W M E C O , each o f w hich recovers these costs 
throug h rates charg ed  to  their retail custom ers.  C L& P, 
P SN H  and  W M E C O  each have a retail transm ission cost 
tracking  m echanism  as p art o f their rates, w hich allow s 
the com p anies to  charg e their retail custom ers for 
transm ission costs o n a tim ely b asis.

N U  E nterp rises:  N U  E nterp rises’ revenues are recog nized  
at d i_ erent tim es for its d i_ erent b usiness lines.  S ervice 
revenues are recog nized  as services are p rovid ed , 
o ften o n a p ercentag e o f co m p letion b asis.  W holesale 
m arketing  revenues are recog nized  throug h m ark-to -
m arket accounting  o n und erlying  d erivative contracts 
and  record ed  in fuel, p urchased  and  net interchang e 
p ow er.  This net p resentation o f the m ark-to -m arket and  
settlem ent am ounts is req uired  b ecause N U  E nterp rises 
cannot assert that p hysical d elivery o f co ntract q uantities 
is d eem ed  p rob ab le.  
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For further inform ation reg ard ing  the recog nition o f 

revenue, see N ote 1E , “Sum m ary o f Sig nificant A ccounting  

P olicies - D erivative A ccounting ,” to  the co nsolid ated  

financial statem ents.

E . Derivative Accounting

The accounting  treatm ent for energ y contracts entered  

into  varies and  d ep end s o n the intend ed  use o f the 

p articular contract and  o n w hether o r no t the contract is 

a d erivative.  N o n-d erivative contracts are record ed  at the 

tim e o f d elivery o r settlem ent.

The ap p lication o f d erivative accounting  und er SFA S  

N o. 133 is co m p lex and  req uires m anag em ent jud g m ent 

in the fo llow ing  resp ects: id entification o f d erivatives 

and  em b ed d ed  d erivatives, election and  d esig nation o f 

the no rm al p urchases and  sales excep tion, id entifying , 

electing  and  d esig nating  hed g e relationship s, assessing  

and  m easuring  hed g e ine_ ectiveness, and  d eterm ining  

the fair value o f d erivatives.  A ll o f these jud g m ents, 

d ep end ing  up on their tim ing  and  e_ ect, can have 

a sig nificant im p act o n the co nsolid ated  financial 

statem ents. 

The fair value o f d erivatives is b ased  up on the contract 

term s and  cond itions and  the und erlying  m arket p rice 

o r fair value p er unit.  W hen q uantities are not sp ecified  

in the co ntract, the com p any d eterm ines w hether it 

is a d erivative by using  am ounts referenced  in d efault 

p rovisions and  o ther relevant sections o f the co ntract.  

The estim ated  q uantities to  b e served  are up d ated  

d uring  the term  o f the co ntract, and  such up d ates can 

have a m aterial im p act o n m ark-to -m arket am ounts.  

The fair value o f d erivative assets and  liab ilities w ith the 

sam e counterp arty are o _ set as p erm itted  und er FA SB  

Interp retation N o. (F IN ) 39, “O _ setting  o f A m ounts 

R elated  to  C ertain C ontracts - an  Interp retation o f A P B  

O p inion N o. 10  and  FA SB  Statem ent N o. 10 5.”  

The jud g m ent ap p lied  in the election o f the no rm al 

p urchases and  sales excep tion (and  resulting  accrual 

accounting ) includ es the conclusion that it is p rob ab le at 

the incep tion o f the co ntract and  throug hout its term  that 

it w ill result in p hysical d elivery and  that the q uantities w ill 

b e used  o r so ld  by the b usiness over a reasonab le p eriod  

in the no rm al course o f b usiness.  C L& P  and  W M E C O  

have elected  norm al o n m any d erivative contracts.  If 

facts and  circum stances chang e and  m anag em ent can no  

lo ng er sup p ort this conclusion, then the norm al excep tion 

and  accrual accounting  is term inated  and  fair value 

accounting  is ap p lied  p rosp ectively.  

C o ntracts that are hed g ing  an und erlying  transaction 

and  that q ualify as d erivatives that hed g e exp osure 

to  the variab le cash flow s o f a fo recasted  transaction 

(cash flow  hed g es) are record ed  o n the co nsolid ated  

b alance sheets at fair value w ith chang es in fair value 

reflected  in accum ulated  o ther com p rehensive incom e.  

C ash flow  hed g es includ e forw ard  interest rate sw ap  

ag reem ents o n p rop osed  d eb t issuances.  W hen a cash 

flow  hed g e is settled , the settlem ent am ount is record ed  

in accum ulated  o ther com p rehensive incom e and  is 

am ortized  into  earning s over the term  o f the d eb t.  In  

ad d ition, cash flow  hed g es im p act earning s w hen hed g e 

ine_ ectiveness is m easured  and  record ed  o r w hen 

the forecasted  transaction b eing  hed g ed  is no  lo ng er 

p rob ab le o f o ccurring .  

A ll b ut o ne o f Select E nerg y’s rem aining  w holesale 

m arketing  contracts are d erivatives, and  m any o f N U ’s 

reg ulated  com p any contracts for the p urchase o r sale o f 

energ y o r energ y-related  p rod ucts are d erivatives. 

E ITF  0 3-11 ad d resses incom e statem ent classification 

o f d erivatives that are not related  to  energ y trad ing  

activities.  In  accord ance w ith E ITF  0 3-11, the rem aining  

w holesale m arketing  contracts, w hich are m arked -to -

m arket d erivative contracts, are not consid ered  to  b e 

held  for trad ing  p urp oses, and  sales and  p urchase activity 

is rep orted  o n a net b asis in fuel, p urchased  and  net 

interchang e p ow er.

E ITF  Issue N o. 0 2-3, “Issues Involved  in A ccounting  

for D erivative C ontracts H eld  for Trad ing  P urp oses 

and  C ontracts Involved  in E nerg y Trad ing  and  R isk 

M anag em ent A ctivities,” p rohib ited  record ing  the initial 

g ains and  losses o n d erivative contracts if their estim ated  

fair values are b ased  o n sig nificant non-ob servab le inp uts.  

B ased  up on the sig nificance o f no n-ob servab le cap acity 

p rices to  their valuation, the estim ated  initial fair values 

o f C L& P ’s contracts for d i_ erences (C fD s) w ere not 

record ed  o n the b alance sheet as o f D ecem b er 31, 20 0 7.  

These initial losses w ere record ed  up on ad op tion o f SFA S  

N o. 157 o n  January 1, 20 0 8.  F o r further inform ation, see 

N ote 1F, “Fair V alue M easurem ents,” to  the co nsolid ated  

financial statem ents.

For further inform ation reg ard ing  d erivative contracts and  

their accounting , see N ote 3, “D erivative Instrum ents,” to  

the co nsolid ated  financial statem ents.

F. Fair V alue Measurements

O n January 1, 20 0 8, N U  and  its sub sid iaries ad op ted  SFA S  

N o. 157, “Fair V alue M easurem ents,” w hich estab lishes 

a fram ew ork for d efining  and  m easuring  fair value 

and  req uires exp and ed  d isclosures ab out fair value 

m easurem ents.  S FA S  N o. 157:

D efines fair value as the p rice that w ould  b e received   

fo r the sale o f an  asset o r p aid  to  transfer a liab ility in  

an  o rd erly transaction b etw een m arket p articip ants at  

the m easurem ent d ate (an exit p rice).

E stab lishes a three-level fair value hierarchy b ased  

up on the o b servab ility o f inp uts to  the valuations o f 

assets and  liab ilities. 

R eq uires consid eration o f the co m p any’s ow n 

cred itw orthiness and  risk o f no np erform ance w hen 

valuing  its liab ilities. 

R eq uired  p rosp ective im p lem entation w ith ad justm ents 

to  fair value reflected  in earning s, sim ilar to  a chang e 

in estim ate, w ith excep tions includ ing  recog nition o f 

p reviously d eferred  initial g ains o r lo sses d escrib ed  

b elow .  

R eq uired  recog nition in retained  earning s o f p reviously 

d eferred  initial g ains o r lo sses o n d erivative contracts 

w hose estim ated  fair values are b ased  o n sig nificant 

unob servab le inp uts.  R ecog nition o f the initial g ains  

or losses w as previously prohibited  under EITF  0 2-3.   

C L& P ’s initial g ains and  losses o n its C fD s that w ould  

have b een record ed  in retained  earning s up on 

ad op tion w ere record ed  as reg ulatory assets and  

liab ilities b ecause their costs o r b enefits are exp ected  

to  b e fully recovered  from  o r refund ed  to  custom ers.  

U p on ad op tion, the com p any ap p lied  SFA S  N o. 

157 to  the reg ulated  and  unreg ulated  com p anies’ 

d erivative contracts that are record ed  at fair value and  

to  the m arketab le securities held  in the Trust U nd er 

Sup p lem ental E xecutive R etirem ent P lan (SE R P ) 

(“sup p lem ental b enefit trust”), estab lished  for non-

p ension retirem ent b enefits, and  W M E C O ’s sp ent nuclear 

fuel trust.  The co m p any also  ap p lied  SFA S  N o. 157 to  

investm ent valuations used  to  calculate the fund ed  

status o f N U ’s p ension and  p ostretirem ent b enefit p lans 

as o f D ecem b er 31, 20 0 8.  In  20 0 9, the com p any w ill b e 

req uired  to  ap p ly SFA S  N o. 157 to  no nrecurring  fair value 

m easurem ents o f no n-financial assets and  liab ilities, such 

as g o od w ill and  A R O s.

A s a result o f ad op ting  SFA S  N o. 157, the com p any 

record ed  a p re-tax charg e to  earning s o f $6.1 m illion as 

o f January 1, 20 0 8  related  to  d erivative liab ilities for its 

rem aining  unreg ulated  w holesale m arketing  contracts.  

In  20 0 8, the com p any record ed  a $0 .8  m illion p re-tax 

b enefit to  p artially reverse the exit p rice im p act record ed  

und er SFA S  N o. 157 as the co m p any served  o ut rather 

than exited  the contracts.  

The co m p any also  record ed  chang es in fair value o f 

certain d erivative contracts o f C L& P.  B ecause C L& P  is a 

co st-of-service, rate reg ulated  entity, the cost o r b enefit 

o f the co ntracts is exp ected  to  b e fully recovered  from  

o r refund ed  to  C L& P ’s custom ers, and  an o _ setting  

reg ulatory asset o r liab ility w as record ed  to  reflect 

these chang es.  A s o f January 1, 20 0 8, im p lem enting  

SFA S  N o. 157 resulted  in a to tal increase to  C L& P ’s 

d erivative liab ilities, w ith an o _ set to  reg ulatory assets, 

o f ap p roxim ately $590  m illion, and  a to tal d ecrease to  

d erivative assets, w ith an o _ set to  reg ulatory liab ilities, o f 

ap p roxim ately $30  m illion. 
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Fair V alue H ierarchy:  A s req uired  by SFA S  N o. 157, 
in  m easuring  fair value the com p any uses o b servab le 
m arket d ata w hen availab le and  m inim izes the use 
o f unob servab le inp uts.  U nob servab le inp uts are 
need ed  to  value certain d erivative contracts d ue to  
co m p lexities in co ntractual term s and  the long  d uration 
o f co ntracts.  S FA S  N o. 157 req uires inp uts used  in fair 
value m easurem ents to  b e categ orized  into  three fair 
value hierarchy levels for d isclosure p urp oses.  The entire 
fair value m easurem ent is categ orized  b ased  o n the 
low est level o f inp ut that is sig nificant to  the fair value 
m easurem ent.  

The three levels o f the fair value hierarchy are d escrib ed  
b elow :

Level 1 - Inp uts are q uoted  p rices (unad justed ) in 
active m arkets for id entical assets or liab ilities as of 
the rep orting  d ate.  A ctive m arkets are those in w hich 
transactions for the asset or liab ility occur in suf cient 
freq uency and  volum e to  p rovid e p ricing  inform ation on 
an ong oing  b asis.  

Level 2 - Inp uts are q uoted  p rices for sim ilar instrum ents 
in active m arkets, q uoted  p rices for id entical or sim ilar 
instrum ents in m arkets that are not active, and  m od el-
d erived  valuations in w hich all sig nificant inp uts are 
ob servab le.

Level 3 - Q uoted  m arket p rices are not availab le.  Fair 
value is d erived  from  valuation techniq ues in w hich 
one or m ore sig nificant inp uts or assum p tions are 
unob servab le.  W here p ossib le, valuation techniq ues 
incorp orate ob servab le m arket inp uts that can b e 
valid ated  to  external sources such as ind ustry exchang es, 
includ ing  p rices of energ y and  energ y-related  
p rod ucts.  Sig nificant unob servab le inp uts are used  
in the valuations, includ ing  item s such as energ y and  
energ y-related  p rod uct p rices in future years for w hich 
ob servab le p rices are not yet availab le, future contract 
q uantities und er full-req uirem ents or sup p lem ental sales 
contracts, and  m arket volatilities.  Item s valued  using  
these valuation techniq ues are classified  accord ing  to  
the low est level for w hich there is at least one inp ut that 
is sig nificant to  the valuation.  Therefore, an item  m ay 
b e classified  in Level 3 even thoug h there m ay b e som e 
sig nificant inp uts that are read ily ob servab le.   

Determination of Fair V alue:  The fo llow ing  is a 
d escrip tion o f the valuation techniq ues utilized  in N U ’s 
fair value m easurem ents:

Derivative contracts:  M any o f the co m p any’s d erivative 
p ositions that are record ed  at fair value are classified  
as Level 3  w ithin the fair value hierarchy and  are valued  
using  m od els that incorp orate b oth o b servab le and  
unob servab le inp uts.  Fair value is m o d eled  using  
techniq ues such as d iscounted  cash flow  ap p roaches 
ad justed  for assum p tions relating  to  exit p rice and  the 

B lack-Scholes o p tion p ricing  m od el, incorp orating  the 
term s o f the co ntracts.  S ig nificant unob servab le inp uts 
utilized  in the valuations includ e energ y and  energ y-
related  p rod uct p rices for future years for long -d ated  
d erivative contracts, future contract q uantities und er 
full req uirem ents and  sup p lem ental sales contracts, and  
m arket volatilities.  D iscounted  cash flow  valuations 
incorp orate estim ates o f p rem ium s o r d iscounts that 
w ould  b e req uired  by a m arket p articip ant to  arrive at an  
exit p rice, using  availab le historical m arket transaction 
inform ation.  V aluations o f d erivative contracts also  reflect 
nonp erform ance risk, includ ing  cred it.  The d erivative 
contracts classified  as Level 3  includ e N U  E nterp rises’ 
rem aining  w holesale m arketing  contract and  its related  
sup p ly contracts, C L& P ’s C fD s, C L& P ’s contracts w ith 
certain ind ep end ent p ow er p rod ucers (IP P s), P SN H  
and  Yankee G as o p tions and  C L& P  and  P SN H  financial 
transm ission rig hts (F TR s).

O ther d erivative contracts record ed  at fair value are 
classified  as Level 2 w ithin the fair value hierarchy.   
A n  active m arket for the sam e o r sim ilar contracts 
exists for these contracts, w hich includ e P SN H  forw ard  
contracts to  p urchase energ y and  interest rate sw ap  
ag reem ents for the reg ulated  com p anies and  N U  p arent.  
F o r these contracts, valuations are b ased  o n q uoted  
p rices in the m arket and  includ e som e m od eling  using  
m arket-b ased  assum p tions.  

F o r further inform ation o n d erivative contracts, see N ote 
3, “D erivative Instrum ents,” to  the co nsolid ated  financial 
statem ents.

Marketab le securities:  N U  and  W M E C O  hold  in trust 
m arketab le securities, w hich includ e eq uity securities, 
m utual fund s and  cash eq uivalents, and  fixed  m aturity 
securities.

E q uity securities, m utual fund s and  cash eq uivalents are 
classified  as Level 1 in  the fair value hierarchy.  These 
investm ents are trad ed  in active m arkets and  q uoted  
p rices are availab le for id entical investm ents. 

F ixed  m aturity securities classified  as Level 2 w ithin 
the fair value hierarchy includ e U .S. Treasury securities, 
corp orate b ond s, collateralized  m ortg ag e o b lig ations, U .S. 
p ass-throug h b ond s, asset-b acked  securities, com m ercial 
m ortg ag e-b acked  securities, and  com m ercial p ap er.  
The fair value o f these instrum ents is estim ated  using  
p ricing  m od els, q uoted  p rices o f securities w ith sim ilar 
characteristics o r d iscounted  cash flow s.  The p ricing  
m od els utilize o b servab le inp uts such as recent trad es for 
the sam e o r sim ilar instrum ents, yield  curves, d iscount 
m arg ins and  b ond  structures.

For further inform ation see N ote 4 , “Fair V alue 
M easurem ents,” and  N ote 9,”M arketab le Securities,” to  the 
co nsolid ated  financial statem ents.

G . R egulatory Accounting
The accounting  p olicies o f the reg ulated  com p anies 
conform  to  accounting  p rincip les g enerally accep ted  
in the U nited  States o f A m erica ap p licab le to  rate-
reg ulated  enterp rises and  historically reflect the e_ ects 
o f the rate-m aking  p rocess in accord ance w ith SFA S  
N o. 71, “A ccounting  for the E _ ects o f C ertain Typ es o f 
R eg ulation.”

The transm ission and  d istrib ution seg m ents o f C L& P, 
P SN H  and  W M E C O , along  w ith Yankee G as’ d istrib ution 
seg m ent, continue to  b e co st-of-service, rate reg ulated .  
M anag em ent b elieves that the ap p lication o f SFA S  
N o. 71 to  those seg m ents continues to  b e ap p rop riate.  
M anag em ent also  b elieves it is p rob ab le that N U ’s 
reg ulated  com p anies w ill recover their investm ents in 
lo ng -lived  assets, includ ing  reg ulatory assets.  A ll m aterial 
net reg ulatory assets are earning  an eq uity return, excep t 
for securitized  reg ulatory assets, the m ajority o f d eferred  
b enefit costs and  reg ulatory assets o _ setting  reg ulated  
com p any d erivative liab ilities, w hich are not sup p orted  by 
eq uity.  A m ortization and  d eferrals o f reg ulatory assets/
(liab ilities) are includ ed  o n a net b asis in am ortization 
exp ense o n the accom p anying  consolid ated  statem ents 
o f incom e.

R egulatory Assets:  The com p onents o f reg ulatory assets 
are as fo llow s:

                                                               At Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7

S ecu ritiz ed  a s s ets  $    677.4 $  90 7.0
Income ta x es , net 355.4 335.5
D eferred  b enefi t cos ts  1,140 .9 20 1.4
U nrecov ered  contra ctu a l ob lig a tions  169.1 18 9.9
R eg u la tory  a s s ets  offs etting   
  reg u la ted  comp a ny  d eriv a tiv e  
  lia b ilities  8 44.2 122.3
C L & P u nd ercollections  75.2 90 .6
O th er reg u la tory  a s s ets  240 .4 210 .4

T ota ls  $ 3,50 2.6 $ 2,0 57.1

A d d itionally, the reg ulated  com p anies had  $68.3 m illion 
and  $ 11.9  m illion o f reg ulatory costs at D ecem b er 31, 20 0 8  
and  20 0 7, resp ectively, w hich w ere includ ed  in d eferred  
d eb its and  o ther assets - o ther o n the accom p anying  
consolid ated  b alance sheets.  These am ounts rep resent 
incurred  costs that have not yet b een ap p roved  for 
recovery by the ap p licab le reg ulatory ag ency.  O f the 
$68.3 m illion, $62.7 m illion relates to  co sts incurred  at 
P SN H  relating  to  D ecem b er 20 0 8  storm  restorations 
that m et the N ew  H am p shire P ub lic U tilities C om m ission 
(N H P U C ) sp ecified  criteria for d eferral to  a m ajor storm  
cost reserve.  M anag em ent b elieves these costs are 
recoverab le in future cost-of-service reg ulated  rates.
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Securitized Assets:  In M arch 20 0 1, C L& P  issued  $1.4  b illion 
in rate red uction b onds (R R B s).  C L& P  used  $ 1.1 b illion of the 
p roceeds from  that issuance to  b uyout or b uyd ow n certain 
contracts w ith IP P s.  The unam ortized  C L& P  securitized  

asset b alance w as $322.9  m illion and  $4 68.6 m illion at 
D ecem ber 31, 20 0 8 and  20 0 7, respectively, w hich includes 
$4 4 .9  m illion and  $65.1 m illion, respectively, related  to  
unrecovered  contractual ob ligations.  C L& P  also  used  the 
p roceeds from  the issuance of the R R B s to  securitize a 
p ortion of its SFA S  N o. 10 9, “A ccounting  for Incom e Taxes,” 
reg ulatory asset.  The securitized  SFA S  N o. 10 9  reg ulatory 
asset had  an unam ortized  b alance of $54 .9  m illion and  
$79.6 m illion at D ecem ber 31, 20 0 8 and  20 0 7, respectively.  

In A p ril 20 0 1, P SN H  issued  R R B s in the am ount of $525 
m illion.  P SN H  used  the m ajority of the p roceeds from  that 
issuance to  b uyd ow n its af liated  p ow er contracts w ith 

N orth A tlantic E nergy C orporation.  The unam ortized  P SN H  
securitized  asset b alance w as $227.6 m illion and  $272.4  

m illion at D ecem ber 31, 20 0 8 and  20 0 7, respectively.  In  
January 20 0 2, P SN H  issued  an ad d itional $50  m illion in 
R R B s and  used  the p roceeds from  that issuance to  rep ay 
short-term  d eb t that w as incurred  to  b uyout a p urchased -

p ow er contract in D ecem ber 20 0 1.  The unam ortized  P SN H  
securitized  asset b alance for the January 20 0 2 issuance w as 
$0 .8 m illion at D ecem ber 31, 20 0 7.  The January 20 0 2 R R B s 
w ere p aid  in full in the first q uarter of 20 0 8. 

In M ay 20 0 1, W M E C O  issued  $155 m illion in R R B s and  used  
the m ajority of the p roceeds from  that issuance to  b uyout 
an IP P  contract.  The unam ortized  W M E C O  securitized  asset 
b alance w as $72 m illion and  $85.6 m illion at D ecem ber 31, 
20 0 8 and  20 0 7, respectively.

Securitized  reg ulatory assets, w hich are not earning  an 
eq uity return, are b eing  recovered  over the am ortization 
p eriod  of their associated  R R B s.  A ll outstanding  C L& P  
R R B s are scheduled  to  fully am ortize by D ecem ber 30 , 
20 10 , w hile P SN H  R R B s are scheduled  to  fully am ortize 
by M ay 1, 20 13, and  W M E C O  R R B s are scheduled  to  fully 
am ortize by June 1, 20 13.

Income Taxes, N et:  The tax e_ ect of tem p orary d i_ erences 
(d i_ erences b etw een the p eriods in w hich transactions 
a_ ect incom e in the financial statem ents and  the p eriods 
in w hich they a_ ect the d eterm ination of taxable incom e, 
including  those d i_ erences relating  to  uncertain tax 
p ositions) is accounted  for in accordance w ith the rate-
m aking  treatm ent of the ap p licable reg ulatory com m issions, 
SFA S  N o. 10 9  and  FIN  4 8, “A ccounting  for U ncertainty 
in Incom e Taxes - an Interpretation of FA SB  Statem ent 
N o. 10 9.”  D i_ erences in incom e taxes b etw een SFA S  N o. 
10 9, FIN  4 8 and  the rate-m aking  treatm ent of the ap p licable 
reg ulatory com m issions are recorded  as reg ulatory assets.  
For further inform ation reg arding  incom e taxes, see N ote 
1H , “Sum m ary of Sig nificant A ccounting  P olicies - Incom e 
Taxes,” to  the consolidated  financial statem ents.

Deferred B enefi t Costs:  O n D ecem ber 31, 20 0 6, the 
com pany im p lem ented  SFA S  N o. 158, “E m p loyers’ 
A ccounting  for D efined  B enefit P ension and  O ther 
P ostretirem ent P lans.”  SFA S  N o. 158 ap p lies to  N U ’s 

P ension P lan, SE R P, and  p ostretirem ent b enefits other than 
p ension (P B O P ) P lan and  req uires an ad d itional b enefit 
liability to  b e recorded  w ith an o_ set to  accum ulated  other 
com prehensive incom e in shareholders’ eq uity, w hich is 
rem easured  annually.  H ow ever, b ecause the reg ulated  
com panies are cost-of-service rate reg ulated  entities und er 
SFA S  N o. 71, o_ sets w ere recorded  as a reg ulatory asset 
at D ecem ber 31, 20 0 8 and  20 0 7 as these am ounts have 
b een and  continue to  b e recoverable in cost-of-service 
reg ulated  rates.  R eg ulatory accounting  w as also  ap p lied  

to  the p ortions of the N ortheast U tilities Service C om pany 

(N U SC O ) costs that sup port the reg ulated  com panies, as 
these am ounts are also  recoverable.  The d eferred  b enefit 
costs of C L& P  and  P SN H  are not in rate b ase and  are 
b eing  recovered  over a p eriod  of up  to  12 years.  W M E C O ’s 

d eferred  b enefit costs are in rate b ase.  

U nrecovered Contractual Ob ligations:  U nd er the term s 
of contracts w ith the C onnecticut Yankee A tom ic P ow er 

C om pany (C YA P C ), Yankee A tom ic E lectric C om pany 
(YA E C ), and  M aine Yankee A tom ic P ow er C om pany 
(M YA P C ) (Yankee C om panies), C L& P, P SN H , and  W M E C O  
are responsible for their p roportionate share of the 
rem aining  costs of the units, including  d ecom m issioning.  
A  p ortion of these am ounts w as recorded  as unrecovered  
contractual ob ligations reg ulatory assets at D ecem ber 31, 
20 0 8 and  20 0 7.  A  p ortion of these ob ligations for C L& P  
w as securitized  in 20 0 1 and  w as included  in securitized  
reg ulatory assets.  A m ounts for C L& P  are b eing  recovered  
through the C om petitive Transition A ssessm ent (C TA ).  
A m ounts for W M E C O  are b eing  recovered  along  w ith other 
stranded  costs.  A m ounts for P SN H  w ere fully recovered  by 
D ecem ber 31, 20 0 6.  

R egulatory Assets Ob setting R egulated Comp any 
Derivative Liab ilities:  The reg ulatory assets o_ setting  
d erivative liabilities relate to  the fair value of contracts used  
to  p urchase p ow er and  other related  contracts that w ill b e 
collected  from  custom ers in the future.  Included  in these 
am ounts are $677.8 m illion and  $86.7 m illion at D ecem ber 
31, 20 0 8 and  20 0 7, respectively, of d erivative liabilities 
relating  to  C L& P ’s cap acity contracts, referred  to  as C fD s.  
See N ote 3, “D erivative Instrum ents,” to  the consolidated  
financial statem ents for further inform ation. This asset is 
excluded  from  rate b ase.

CL& P  U ndercollections:  The System  B enefits C harge (SB C ) 
allow s C L& P  to  recover certain reg ulatory and  energy p ub lic 
p olicy costs, such as p ub lic ed ucation outreach costs, 
hardship  p rotection costs, transition p eriod  p roperty taxes 
and  d isplaced  w orkers p rotection costs.  A t D ecem ber 31, 
20 0 8 and  20 0 7, SB C  und ercollections totaled  $4 3.3 m illion 
and  $36.6 m illion, respectively. 

The G eneration Service C harge (G SC ) allow s C L& P  to  
recover the costs of the p rocurem ent of energy for standard  
service, w hich includes forw ard  cap acity m arket charges.  
The Fed erally M andated  C ongestion C harges (FM C C ) 

m echanism  allow s C L& P  to  recover the costs of p ow er 
m arket rules by the FE R C , including  R eliability M ust R un 
(R M R ) costs.  A t D ecem ber 31, 20 0 8, C L& P ’s G SC  and   
F M C C  w as recorded  as a $31.9  m illion reg ulatory asset  
as G SC  and  FM C C  unrecovered  costs w ere in excess of  
G SC  and  FM C C  collections.  A t D ecem ber 31, 20 0 7, G SC   
and  FM C C  collections w ere in excess of G SC  and  FM C C  
costs, and  a $ 119.2 m illion reg ulatory liability w as recorded.

The C TA  allow s C L& P  to  recover stranded  costs, such as 
securitization costs associated  w ith the R R B s, am ortization 
of reg ulatory assets, and  IP P  over m arket costs.  A t 
D ecem ber 31, 20 0 7, C L& P ’s C TA  w as recorded  as a $54  

m illion reg ulatory asset as C TA  unrecovered  costs w ere 
in excess of C TA  collections.  A t D ecem ber 31, 20 0 8, C TA  

collections w ere in excess of C TA  costs, and  a $69.5 m illion 
reg ulatory liability w as recorded.  

Other R egulatory Assets:  O ther reg ulatory assets at 

D ecem ber 31, 20 0 8 and  20 0 7 consisted  of the follow ing:

                                                              At Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7

As s et retirement ob lig a tions   $ 42.3 $ 40 .6
L os s es  on rea cq u ired  d eb t  26.4  28 .8
E nv ironmenta l cos ts   27.2  29.3
S torm res erv es   19.3  6.8
B u y ou t/b u y d ow n of oth er  
  IPP contra cts   14.2  16.1
W rite-off of u ncollectib le  
  h a rd s h ip  receiv a b les   16.0   26.8
C ons erv a tion &  loa d  ma na g ement  
  d eferra l  19.1  13.3
R ecov era b le nu clea r cos ts   5.0   9.3
R ecov era b le energ y  cos ts   0 .7  1.3
O th er  70 .2  38 .1

T ota l oth er reg u la tory  a s s ets  $ 240 .4 $ 210 .4

The reg ulatory assets ab ove associated  w ith the 
im p lem entation of FIN  47, “A ccounting  for C onditional 
A sset R etirem ent O b ligations - an interpretation of FA SB  
Statem ent N o. 14 3,” included  $12 m illion and  $ 11.6 m illion 
at D ecem ber 31, 20 0 8 and  20 0 7, respectively, related  to  
P SN H  that have b een ap p roved  for future recovery.  A s 
p art of W M E C O ’s rate case settlem ent, the M assachusetts 
D ep artm ent of P ub lic U tilities (D P U ) ap p roved  accounting  
req uirem ents setting  forth the recognition of its A R O s  
and  a corresponding  reg ulatory asset.  M anagem ent 
b elieves that recovery of the rem aining  FIN  47 reg ulatory 
assets is p rob able.  
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R egulatory L iab ilities:  The com p onents o f reg ulatory liab ilities are as fo llow s:

                                                                   At Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7

C os t of remov a l $226.0  $262.6
R eg u la tory  lia b ilities  offs etting   
  reg u la ted  comp a ny  d eriv a tiv e a s s ets  137.8  330 .4
C L & P ov ercollections  69.5 119.2
C L & P AF U D C  tra ns mis s ion  
  incentiv e (Note 1K ) 47.6 21.4
PS NH  d eferred  E S  rev enu e, net 33.0  17.6
Pens ion a nd  PB O P lia b ilities  -  
  Y a nk ee Ga s  a cq u is ition  17.6 20 .7
O v errecov ered  g a s  cos ts  16.9 10 .4
O th er reg u la tory  lia b ilities  44.1 69.5

T ota ls  $592.5 $8 51.8

Cost of R emoval:  N U ’s reg ulated  com p anies currently recover am ounts in rates for 
future costs o f rem oval o f p lant assets.  These am ounts are classified  as reg ulatory 
liab ilities o n the accom p anying  consolid ated  b alance sheets.  This liab ility is includ ed  in 
rate b ase.

R egulatory L iab ilities Ob setting R egulated Comp any Derivative Assets:  The reg ulatory 
liab ilities o _ setting  d erivative assets relate to  the fair value o f co ntracts used  to  
p urchase p ow er and  o ther related  contracts that w ill b enefit ratep ayers in the future.  
S ee N o te 3, “D erivative Instrum ents,” to  the co nsolid ated  financial statem ents for further 
inform ation.  This liab ility is exclud ed  from  rate b ase.

CL& P  Overcollections:  A s no ted  p reviously, the C TA  allow s C L& P  to  recover strand ed  
costs, the G SC  allow s C L& P  to  recover the costs o f the p rocurem ent o f energ y for 
stand ard  service and  the F M C C  allow s C L& P  to  recover the costs o f p ow er m arket rules 
by the F E R C .  A t D ecem b er 31, 20 0 8, C TA  overcollections totaled  $69.5 m illion and  w ere 
record ed  as a reg ulatory liab ility w hile G SC  and  F M C C  und ercollections totaled  $31.9  
m illion and  w as record ed  as a reg ulatory asset.  A t D ecem b er 31, 20 0 7, G SC  and  F M C C  
overcollections totaled  $ 119.2 m illion and  w as record ed  as a reg ulatory liab ility w hile C TA  
und ercollections totaled  $54  m illion and  w as record ed  as a reg ulatory asset.

P SN H  Deferred E S R evenue, N et:  P SN H  d efault energ y service (E S) revenues and  costs 
are fully tracked , and  the d i_ erence b etw een E S  revenues and  costs are d eferred .  E S  
d eferrals are b eing  collected  from /refund ed  to  custom ers throug h a charg e/(cred it) in 
the sub seq uent E S  rate p eriod .  

P ension and P B OP  L iab ilities - Yankee G as Acq uisition:  W hen Yankee G as w as acq uired  
by N U , the P ension and  P B O P  liab ilities w ere ad justed  to  fair value w ith o _ sets to  
these ad justm ents record ed  as reg ulatory liab ilities, as ap p roved  by the C o nnecticut 
D ep artm ent o f P ub lic U tility C ontrol (D P U C ).  

Overrecovered G as Costs:  The Yankee G as reg ulated  rates includ e a P urchased  G as 
A d justm ent (P G A ) clause und er w hich g as costs b elow  b ase rate levels calculated  
annually o n A ug ust 31st are returned  to  custom ers.  D i_ erences b etw een the actual g as 
costs and  the current b ase rate recovery am ounts are d eferred  and  returned  in future 
p eriod s.

H . Income Taxes
The tax e_ ect o f tem p orary d i_ erences is accounted  for in accord ance w ith the rate-
m aking  treatm ent o f the ap p licab le reg ulatory com m issions, SFA S  N o. 10 9  and  F IN  4 8.  
D etails o f incom e tax exp ense/(b enefit) related  to  co ntinuing  o p erations are as fo llow s:

 For the Years E nded Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7 20 0 6

T h e comp onents  of th e fed era l a nd  s ta te income  
  ta x  p rov is ions  a re:    
C u rrent income ta x es :    
  F ed era l $ 6.0   $ 8 9.3   $  59.7
  S ta te  16.3   18 .9   (19.1 )

     T ota l cu rrent  22.3   10 8 .2   40 .6

D eferred  income ta x es , net:    
  F ed era l  10 0 .2   26.2   (49.7 )
  S ta te  (13.4 )  (21.4 )  (4.2 )

     T ota l d eferred    8 6.8    4.8    (53.9 )

Inv es tment ta x  cred its , net  (3.4 )  (3.6)   (63.0  )

Income ta x  ex p ens e/(b enefi t) $ 10 5.7  $ 10 9.4  $ (76.3 )

A  reconciliation b etw een incom e tax exp ense/(b enefit) and  the exp ected  tax exp ense/
(b enefit) at the statutory rate is as fo llow s:

                                                                                         For the Years E nded Decemb er 31,

(Millions of Dollars, except percentag es) 20 0 8  20 0 7 20 0 6

Income from continu ing  op era tions  b efore income  
  ta x  ex p ens e/(b enefi t) $ 372.0   $ 360 .9  $ 62.2

E x p ected  fed era l income ta x  ex p ens e/(b enefi t)  130 .2   126.3   21.7 
T a x  effect of d ifferences :     
  D ep recia tion  (12.9 )  (6.6 )  (4.0  ) 
  Amortiz a tion of reg u la tory  a s s ets   0 .2   0 .2   13.3 
  Inv es tment ta x  cred it a mortiz a tion  
    (inclu d ing  $59.3 million in 20 0 6  
    rela ted  to th e C L & P PL R )  (3.4 )  (3.6 )   (63.0  )
  O th er fed era l ta x  cred its   (4.6 )  (4.2 )  (0 .3 ) 
  S ta te income ta x es , net of fed era l imp a ct  (9.5 )  (9.6 )  (16.8  ) 
  E x ces s  d eferred  income ta x es  - C L & P PL R   -   -   (14.7 )
  D eferred  ta x  a d ju s tment - s a le to a ffi lia te  -   -   (6.0  )      
  M ed ica re s u b s id y   (4.2 )  (4.4 )  (5.5 )
  T a x  a s s et v a lu a tion a llow a nce/res erv e a d ju s tments   12.5   10 .5   1.4
  O th er, net  (2.6 )  0 .8    (2.4 )

Income ta x  ex p ens e/(b enefi t) $ 10 5.7  $ 10 9.4  $ (76.3 )

E ffectiv e ta x  ra te  28 .4%   30 .3%   *  %

*N ot m eaning ful.  

N U  and  its sub sid iaries file a co nsolid ated  fed eral incom e tax return and  file state incom e 
tax returns, w ith som e filing  in m o re than o ne state.  These entities are also  p arties to  a 
tax allocation ag reem ent und er w hich taxab le sub sid iaries d o  no t p ay any m ore taxes 
than they w ould  have o therw ise p aid  had  they filed  a sep arate com p any tax return, and  
sub sid iaries g enerating  tax losses, if any, are p aid  for their losses w hen utilized .

In 20 0 0 , C L& P  req uested  from  the Internal R evenue Service (IR S) a P rivate Letter R uling  
(P LR ) reg ard ing  the treatm ent o f unam ortized  investm ent tax cred its (U ITC ) and  excess 
d eferred  incom e taxes (E D IT) related  to  g eneration assets that w ere sold .  In  20 0 6, the 
IR S  issued  a P LR  in  resp onse to  C L& P ’s req uest for a ruling , w hich held  that it w o uld  b e 
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a violation o f tax reg ulations if the E D IT  o r U ITC  are used  to  red uce custom ers’ rates 

follow ing  the sale o f the g eneration assets.  C L& P ’s U ITC  and  E D IT  b alances related  to  

g eneration assets that had  b een sold  totaled  $59  m illion and  $ 15 m illion, resp ectively, 

and  $74  m illion com b ined .  Later in 20 0 6, the D P U C  d eterm ined  that the U ITC  and  E D IT  

am ounts w ere no  lo ng er req uired  to  b e held  in their existing  accounts.  A s a result o f 

this d eterm ination, the $74  m illion b alance w as reflected  as a red uction to  C L& P ’s 20 0 6 

incom e tax exp ense w ith an increase to  C L& P ’s earning s by the sam e am ount.  

Includ ed  in 20 0 6 am ortization o f reg ulatory assets ab ove is $ 13  m illion associated  

w ith P SN H ’s restructuring  settlem ent ag reem ent, w hich w as im p lem ented  in 20 0 1.  In  

accord ance w ith the p rovisions o f the restructuring  settlem ent, p re-tax am ortization o f 

P SN H  non-d ed uctib le acq uisition costs w as $38  m illion in 20 0 6.

The tax e_ ects o f tem p orary d i_ erences that g ive rise to  the current and  long -term  net 

accum ulated  d eferred  tax o b lig ations are as fo llow s:

                                                                                                                       At Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7

D eferred  ta x  lia b ilities  - cu rrent:    
  D eriv a tiv e a s s et a nd  ch a ng e in fa ir v a lu e of energ y  contra cts  $ 12.5 $ 21.9
  Prop erty  ta x  a ccru a ls  a nd  oth er  47.5  52.2

T ota l d eferred  ta x  lia b ilities  - cu rrent  60 .0   74.1

D eferred  ta x  a s s ets  - cu rrent:     
  D eriv a tiv e lia b ility  a nd  ch a ng e in fa ir v a lu e of energ y  contra cts   42.4  11.0
  Allow a nce for u ncollectib le a ccou nts  a nd  oth er  35.3  22.7

T ota l d eferred  ta x  a s s ets  - cu rrent  77.7  33.7

Net d eferred  ta x  (a s s ets )/lia b ilities  - cu rrent  (17.7)  40 .4

D eferred  ta x  lia b ilities  - long -term:    
  Accelera ted  d ep recia tion a nd  oth er p la nt-rela ted  d ifferences   1,155.4  967.5
  E mp loy ee b enefi ts   3.8   167.8
  R eg u la tory  a mou nts :  
     S ecu ritiz ed  contra ct termina tion cos ts    135.3  167.0
     O th er reg u la tory  d eferra ls   8 75.8   93.9
     Income ta x  g ros s -u p   192.6  194.7
     D eriv a tiv e a s s ets   8 8 .1  111.1
     O th er  10 .7  66.5

T ota l d eferred  ta x  lia b ilities  - long -term  2,461.7  1,768 .5

D eferred  ta x  a s s ets  - long -term:  
  R eg u la tory  d eferra ls   168 .2  192.2
  E mp loy ee b enefi ts   48 1.3  28 0 .3
  Income ta x  g ros s -u p   29.0   34.0
  D eriv a tiv e lia b ility   364.8   54.2
  O th er  211.3  164.6

T ota l d eferred  ta x  a s s ets  - long -term  1,254.6  725.3
L es s : v a lu a tion a llow a nce  16.4  24.3

Net d eferred  ta x  a s s ets  - long -term  1,238 .2  70 1.0

Net d eferred  ta x  lia b ilities  - long -term  1,223.5  1,0 67.5

Net d eferred  ta x  lia b ilities   $ 1,20 5.8  $ 1,10 7.9

N et d eferred  tax (assets)/liab ilities - current are record ed  as current assets o r liab ilities 

and  are includ ed  in p rep aym ents and  o ther o r current liab ilities - o ther, resp ectively, o n 

the accom p anying  consolid ated  b alance sheets.

A t D ecem b er 31, 20 0 8, N U  had  state net o p erating  loss (N O L) carryforw ard s o f $269.1 

m illion that exp ire b etw een D ecem b er 31, 20 10  and  D ecem b er 31, 20 28  and  state cred it 

carryforw ard s o f $9 0 .8  m illion that exp ire by D ecem b er 31, 20 13.  A t D ecem b er 31, 20 0 7, 

N U  had  state N O L  carryforw ard s o f $4 34 .1 m illion that exp ire b etw een D ecem b er 31, 

20 0 9  and  D ecem b er 31, 20 27 and  state cred it carryforw ard s o f $61.3 m illion that exp ire 

by D ecem b er 31, 20 12.  The N O L  carryforw ard  d eferred  tax asset has b een fully reserved  

by a valuation allow ance.  

O n  July 3, 20 0 8, M assachusetts am end ed  its corp orate excise tax p rovisions, w hich 

are e_ ective for tax years b eg inning  o n o r after January 1, 20 0 9.  C o m p anies, includ ing  

W M E C O , m ust account for the im p act o f incom e tax law  chang es in the p eriod  that 

includ es the enactm ent d ate o f the law  chang e.  A s a result, N U  record ed  an estim ate 

o f the im p act o f the new  leg islation as a $ 11.9  m illion d ecrease to  d eferred  tax liab ilities 

and  a d ecrease to  reg ulatory assets o n its co nsolid ated  b alance sheet as o f D ecem b er 

31, 20 0 8. 

E _ ective o n January 1, 20 0 7, N U  and  its sub sid iaries im p lem ented  F IN  4 8.  F IN  4 8  

ap p lies to  all incom e tax p ositions p reviously filed  in a tax return and  incom e tax 

p ositions exp ected  to  b e taken in a future tax return that have b een reflected  o n 

the b alance sheets.  F IN  4 8  ad d resses the m ethod olog y to  b e used  p rosp ectively 

in recog nizing , m easuring  and  classifying  the am ounts associated  w ith incom e tax 

p ositions that are d eem ed  to  b e uncertain, includ ing  related  interest and  p enalties. 

P reviously, N U  record ed  estim ates for uncertain tax p ositions in accord ance w ith SFA S  

N o. 5, “A ccounting  for C onting encies.” 

A s a result o f im p lem enting  F IN  4 8, N U  recog nized  a cum ulative e_ ect o f a chang e in 

accounting  p rincip le o f $4 1.8  m illion as a red uction to  the January 1, 20 0 7 b alance o f 

retained  earning s.  

Interest and P enalties:  E _ ective o n January 1, 20 0 7, the accounting  p olicy for the 

classification o f interest and  p enalties related  to  F IN  4 8  is as fo llow s:

Interest o n uncertain tax p ositions is record ed  and  g enerally classified  as a co m p onent 

o f o ther interest exp ense.  H ow ever, w hen resolution o f uncertainties results in the 

co m p any receiving  interest incom e, any related  interest b enefit is record ed  in o ther 

incom e, net o n the accom p anying  consolid ated  statem ents o f incom e.  N o  p enalties 

have b een record ed  und er F IN  4 8.  If p enalties are record ed  in the future, then the 

estim ated  p enalties w ould  b e classified  as a co m p onent o f o ther incom e, net o n the 

accom p anying  consolid ated  statem ents o f incom e.  A s o f D ecem b er 31, 20 0 8  and  20 0 7, 

N U  recog nized  accrued  interest exp ense o f $38.7 m illion and  $21.8  m illion, resp ectively, 

o n the accom p anying  consolid ated  b alance sheets.  F o r the years end ed  D ecem b er 31, 

20 0 8  and  20 0 7, N U  recog nized  o ther interest exp ense o f $8.2 m illion and  $2.4  m illion, 

resp ectively, o n the accom p anying  consolid ated  statem ents o f incom e.

U nrecognized Tax B enefi ts:  U p on ad op tion o f F IN  4 8  o n  January 1, 20 0 7, N U  had  

unrecog nized  tax b enefits totaling  $86.1 m illion, o f w hich $69.5 m illion w ould  im p act 

the e_ ective tax rate, if recog nized .  A s o f D ecem b er 31, 20 0 8  and  20 0 7, the p ortion o f 

unrecog nized  tax b enefits that w ould  im p act the e_ ective tax rate, if recog nized , w as 

$ 120  m illion and  $93 m illion, resp ectively.  
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A  reconciliation o f the activity in unrecog nized  tax 
b enefits from  January 1, 20 0 7 to  D ecem b er 31, 20 0 8  is as 
fo llow s:

(Millions of Dollars) 

B a la nce a t J a nu a ry  1, 20 0 7 $ 8 6.1 
  Gros s  increa s es  - cu rrent y ea r  25.0  
  Gros s  increa s es  - p rior y ea r  10 .6 
  L a p s e of s ta tu te of limita tions   (0 .6)

B a la nce a t D ecemb er 31, 20 0 7  121.1 
  Gros s  increa s es  - cu rrent y ea r  28 .6
  Gros s  increa s es  - p rior y ea r  7.4
  L a p s e of s ta tu te of limita tions   (0 .8 )

B a la nce a t D ecemb er 31, 20 0 8  $ 156.3

Tax P ositions:  In Sep tem b er 20 0 8, N U  and  the IR S  
reached  a settlem ent ag reem ent related  to  the tim ing  
for d ed ucting  certain costs.  This ag reem ent closed  the 
fed eral tax years 20 0 2 throug h 20 0 4  and  resulted  in 
a refund  of $ 123 m illion less a $35 m illion p aym ent for 
20 0 5.  The issues reg ard ing  the tim ing  for d ed ucting  
these costs are also  sub ject to  review  d uring  the 20 0 5 
throug h 20 0 7 IR S  fed eral aud it cycle and  therefore are not 
consid ered  e_ ectively settled  for years after 20 0 4 .  W hile 
this settlem ent resulted  in $ 10 .1 m illion of p re-tax interest 
incom e, it d id  not have a sig nificant im p act on incom e tax 
exp ense.  N U  is currently w orking  to  resolve certain tax 
m atters reg ard ing  the tim ing  for certain d ed uctions in the 
op en fed eral tax years.  W hile d iscussions are currently 
ong oing  w ith fed eral and  state taxing  authorities, it is 
reasonab ly p ossib le that one or m ore of these op en tax 
years could  b e resolved  w ithin the next tw elve m onths.  
M anag em ent estim ates that p otential resolutions, w hich 
are p rim arily related  to  tim ing  d i_ erences, could  result in 
a $2 m illion to  $4 2 m illion d ecrease in unrecog nized  tax 
b enefits.  These estim ated  chang es are related  to  tim ing , 
as w ell as state tax im p acts, w hich could  have an im p act 
on earning s of $ 1 m illion to  $4  m illion in 20 0 9.  

Tax Years: The follow ing  tab le sum m arizes N U ’s tax 
years that rem ain sub ject to  exam ination by m ajor tax 
jurisd ictions at D ecem b er 31, 20 0 8:  

Descrip tion                                                            Tax Years

F ed era l  20 0 5 - 20 0 8  
C onnecticu t 1997 - 20 0 8  
New  H a mp s h ire  20 0 5 - 20 0 8  
M a s s a ch u s etts   20 0 5 - 20 0 8

I. P rop erty, P lant and E q uip ment and  
  Accumulated Dep reciation
The follow ing  tab le sum m arizes N U ’s investm ents in utility 
p lant at D ecem b er 31, 20 0 8  and  20 0 7 and  the averag e 
d ep reciab le life at D ecem b er 31, 20 0 8:       

 Average  At Decemb er 31,
 Dep reciab le L ife 20 0 8  20 0 7

 (Y ea rs  )           (M illions  of D olla rs ) 
D is trib u tion 33.7 $6,644.4 $6,230 .3
T ra ns mis s ion 59.6 2,98 1.2 1,751.1
Genera tion 31.6 637.5 590 .5
C omp etitiv e energ y  5.6 12.8  18 .7
O th er 18 .0  277.3 291.8

T ota l p rop erty , p la nt  
  a nd  eq u ip ment  10 ,553.2 8 ,8 8 2.4
L es s :  Accu mu la ted   
  d ep recia tion  2,770 .1 2,661.8

Net p rop erty , p la nt  
  a nd  eq u ip ment  7,78 3.1 6,220 .6
C ons tru ction w ork  in p rog res s   424.8  1,0 0 9.3

T ota l p rop erty , p la nt a nd   
  eq u ip ment, net  $8 ,20 7.9 $7,229.9

N U  uses the d irect exp ense m ethod  to  account for 
p lanned  m ajor m aintenance exp enses p rim arily related  
to  g eneration at P SN H .  N U  charg es p lanned  m ajor 
m aintenance activities to  o p erating  exp ense unless the 
cost rep resents the acq uisition o f ad d itional com p onents.  
N U  cap italizes the cost o f p lant ad d itions.  

In  20 0 8, N U  entered  into  certain eq uip m ent p urchase 
contracts that req uired  the com p any to  m ake ad vance 
p aym ents d uring  the d esig n, m anufacturing , ship m ent 
and  installation o f eq uip m ent.  A s o f D ecem b er 31, 
20 0 8, these ad vance p aym ents totaled  $ 13.8  m illion and  
are includ ed  in co nstruction w ork in p rog ress o n the 
accom p anying  consolid ated  b alance sheets.

The p rovision for d ep reciation o n utility assets is 
calculated  using  the straig ht-line m ethod  b ased  o n the 
estim ated  rem aining  useful lives o f d ep reciab le p lant 
in-service, ad justed  for salvag e value and  rem oval costs, 
as ap p roved  by the ap p rop riate reg ulatory ag ency, 
w here ap p licab le.  D ep reciation rates are ap p lied  to  
p lant-in-service from  the tim e it is p laced  in service.  
W hen a p lant is retired  from  service, the o rig inal cost o f 
the p lant is charg ed  to  the accum ulated  p rovision for 
d ep reciation, w hich includ es cost o f rem oval less salvag e.  
C o st o f rem oval is classified  as a reg ulatory liab ility.  The 
d ep reciation rates for the several classes o f utility p lant-
in-service are eq uivalent to  co m p osite rates o f 3  p ercent 
in 20 0 8  and  3.2 p ercent in 20 0 7 and  20 0 6.  

J. E q uity Method Investments
R egional N uclear Comp anies:  A t D ecem b er 31, 20 0 8, 
C L& P, P SN H  and  W M E C O  ow ned  com m on stock in three 
reg ional nuclear com p anies (Yankee C om p anies).  E ach o f 
the Yankee C om p anies ow ned  a sing le nuclear g enerating  
p lant that has b een d ecom m issioned .  N U ’s ow nership  
interests in the Yankee C om p anies at D ecem b er 31, 20 0 8, 
w hich are accounted  for o n the eq uity m ethod , are 4 9  
p ercent o f C YA P C , 38.5 p ercent o f YA E C  and  20  p ercent 
o f M YA P C .

The total carrying  value o f N U ’s ow nership  interests in 
C YA P C , YA E C  and  M YA P C , w hich is includ ed  in d eferred  
d eb its and  o ther assets - o ther o n the accom p anying  
consolid ated  b alance sheets and  the reg ulated  com p anies 
- electric d istrib ution rep ortab le seg m ent, totaled  $7.2 
m illion and  $6.6 m illion at D ecem b er 31, 20 0 8  and  20 0 7, 
resp ectively. 

N et earning s related  to  these eq uity investm ents are 
includ ed  in o ther incom e, net o n the accom p anying  
consolid ated  statem ents o f incom e.  F o r further 
inform ation, see N ote 1R , “Sum m ary o f Sig nificant 
A ccounting  P olicies - O ther Incom e, N et,” to  the 
co nsolid ated  financial statem ents.  

F o r further inform ation, see N ote 7E , “C om m itm ents and  
C onting encies - D eferred  C ontractual O b lig ations,” to  the 
co nsolid ated  financial statem ents.  

H ydro-Q uéb ec:  N U  p arent has a 22.7 p ercent eq uity 
ow nership  interest in tw o  co m p anies that transm it 
electricity im p orted  from  the H yd ro -Q uéb ec system  
in C anad a.  N U  p arent’s investm ent, w hich is includ ed  
in d eferred  d eb its and  o ther assets - o ther o n the 
accom p anying  consolid ated  b alance sheets, totaled  $7.2 
m illion and  $7.6 m illion at D ecem b er 31, 20 0 8  and  20 0 7, 
resp ectively.

The ap p lication o f the eq uity m ethod  is co nsid ered  
the ap p rop riate m ethod  to  account for the Yankee 
C om p anies and  the H yd ro -Q uéb ec investm ents b ecause 
N U  has the ab ility to  exercise sig nificant influence over 
the investees’ o p erating  and  financial p olicies.

K . Allow ance for Funds U sed During Construction
A llow ance for fund s used  d uring  construction (A F U D C ) 
is includ ed  in the co st o f the reg ulated  com p anies’ utility 
p lant and  rep resents the cost o f b o rrow ed  and  eq uity 
fund s used  to  finance construction.  The p o rtion o f 
A F U D C  attrib utab le to  b o rrow ed  fund s is record ed  as 
a red uction o f o ther interest exp ense, and  the A F U D C  
related  to  eq uity fund s is record ed  as o ther incom e, net 
o n the accom p anying  consolid ated  statem ents o f incom e.
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                                   For the Years E nded Decemb er 31,

(Millions of Dollars,  

except percentag es) 20 0 8  20 0 7 20 0 6

AF U D C :  
  B orrow ed  fu nd s  $17.8  $17.5 $13.5
  E q u ity  fu nd s  29.0  17.4 13.6

T ota ls  $46.8  $34.9 $27.1

Av era g e AF U D C  ra tes   8 .1% 7.6% 7.5%

The reg ulated  com p anies’ averag e A F U D C  rate is b ased  o n a F E R C -p rescrib ed  form ula 

that p rod uces an averag e rate using  the cost o f a co m p any’s short-term  financing s 

as w ell as a co m p any’s cap italization (p referred  stock, long -term  d eb t and  com m on 

eq uity).  The averag e rate is ap p lied  to  averag e elig ib le C W IP  am ounts to  calculate 

A F U D C .  A lthoug h A F U D C  w as record ed  o n 10 0  p ercent o f C L& P ’s C W IP  for its m ajor 

transm ission p rojects in so uthw est C onnecticut, 50  p ercent o f this A F U D C  w as b eing  

reserved  as a reg ulatory liab ility to  reflect current rate b ase recovery for 50  p ercent o f 

the C W IP  as a result o f F E R C  ap p roved  transm ission incentives.  A F U D C  is also  record ed  

o n 10 0  p ercent o f C L& P ’s and  W M E C O ’s C W IP  for their N E E W S  p rojects, all o f w hich 

is b eing  reserved  as a reg ulatory liab ility to  reflect current rate b ase recovery for 10 0  

p ercent o f the C W IP  as a result o f F E R C  ap p roved  transm ission incentives.

L. Sale of Customer R eceivab les

P rior to  June 30 , 20 0 8, und er the R eceivab les P urchase and  Sale A g reem ent, C R C , a 

co nsolid ated , w holly-ow ned  sub sid iary o f C L& P, p urchased  an und ivid ed  interest in 

C L& P ’s accounts receivab le and  unb illed  revenues and  could  sell up  to  $ 10 0  m illion 

thereof to  a financial institution.  A t D ecem b er 31, 20 0 7, there w ere $20  m illion in such 

sales.  O n June 30 , 20 0 8, C L& P  term inated  the R eceivab les P urchase and  Sale A g reem ent, 

and  there are no  receivab les sold  und er that facility.  

A t D ecem b er 31, 20 0 7, am ounts totaling  $30 8.2 m illion sold  to  C R C  by C L& P  b ut not 

sold  to  the financial institution w ere includ ed  in investm ents in securitizab le assets on the 

accom p anying  consolid ated  b alance sheet.  These am ounts w ould  have b een exclud ed  

from  C L& P ’s assets in the event of b ankrup tcy by C L& P.  Since C L& P  chose to  term inate 

the R eceivab les P urchase and  Sale A g reem ent on June 30 , 20 0 8, all such am ounts are 

now  includ ed  g ross in accounts receivab les and  unb illed  revenues on the accom p anying  

consolid ated  b alance sheet as of D ecem b er 31, 20 0 8  w ith $ 17.5 m illion of b ad  d eb t 

exp ense record ed  in the p rovision for uncollectib le accounts, w hich p reviously o_ set the 

investm ents in securitizab le assets b alance.  

In 20 0 7, the transfer of receivab les to  the financial institution und er this arrang em ent 

q ualified  for sale treatm ent und er SFA S  N o. 14 0 , “A ccounting  for Transfers and  Servicing  

of F inancial A ssets and  E xting uishm ent of Liab ilities - A  R ep lacem ent of SFA S  N o. 125.”

M. Asset R etirement Ob ligations 

N U  and  its sub sid iaries im p lem ented  F IN  47 on D ecem b er 31, 20 0 5.  F IN  47 req uires an 

entity to  recog nize a liab ility for the fair value of an A R O  on the ob lig ation d ate if the 

liab ility’s fair value can b e reasonab ly estim ated  and  is cond itional on a future event.  

F IN  47 p rovid es that settlem ent d ates and  future costs should  b e reasonab ly estim ated  

w hen suf cient inform ation b ecom es availab le and  p rovid es g uid ance on the d efinition 

and  tim ing  of suf cient inform ation in d eterm ining  exp ected  cash flow s and  fair values.  

M anag em ent has id entified  various categ ories of A R O s, p rim arily certain assets containing  

asb estos and  hazard ous contam ination.  A  fair value calculation, reflecting  exp ected  

p rob ab ilities for settlem ent scenarios, has b een p erform ed .

The fair value of the A R O s is record ed  as a liab ility in d eferred  cred its and  other liab ilities 

- other w ith an o_ set includ ed  in p rop erty, p lant and  eq uip m ent on the accom p anying  

consolid ated  b alance sheets.  The A R O  assets are d ep reciated , and  the A R O  liab ilities are 

accreted  over the estim ated  life of the ob lig ation w ith corresp ond ing  cred its record ed  

as accum ulated  d ep reciation and  A R O  liab ilities, resp ectively.  B oth the d ep reciation 

and  accretion w ere record ed  as increases to  reg ulatory assets on the accom p anying  

consolid ated  b alance sheets at D ecem b er 31, 20 0 8  and  20 0 7.  

A s the reg ulated  com p anies are cost-of-service, rate reg ulated  entities, these com p anies 

ap p ly reg ulatory accounting  in accord ance w ith SFA S  N o. 71, and  the costs associated  

w ith the reg ulated  com p anies’ A R O s w ere includ ed  in other reg ulatory assets at 

D ecem b er 31, 20 0 8  and  20 0 7.  

The follow ing  tab les p resent the A R O  asset, the related  accum ulated  d ep reciation, the 

reg ulatory asset, and  the A R O  liab ilities at D ecem b er 31, 20 0 8  and  20 0 7:

                                                                                       At Decemb er 31, 20 0 8

  Accumulated 

  Dep reciation of R egulatory AR O 

(Millions of Dollars) AR O Asset AR O Asset Asset L iab ilities

As b es tos  $  2.7 $(1.6) $20 .7 $(22.6)
H a z a rd ou s  conta mina tion 5.1 (1.4) 15.2 (19.4)
O th er AR O s  4.0  (2.0 ) 6.4 (8 .6)

T ota l AR O s  $11.8  $(5.0 ) $42.3 $(50 .6)

                                                                                       At Decemb er 31, 20 0 7

  Accumulated 

  Dep reciation of R egulatory AR O 

(Millions of Dollars) AR O Asset AR O Asset Asset L iab ilities

As b es tos  $  2.7 $(1.6) $19.6 $(21.3) 
H a z a rd ou s  conta mina tion 4.5 (1.2) 13.7 (17.3) 
O th er AR O s  6.8  (3.0 ) 7.3 (11.1)

T ota l AR O s  $14.0  $(5.8 ) $40 .6 $(49.7)

A  reconciliation o f the b eg inning  and  end ing  carrying  am ounts o f reg ulated  com p anies’ 

A R O s is as fo llow s:

(Millions of Dollars) 20 0 8  20 0 7

B a la nce a t b eg inning  of y ea r $(49.7 ) $(59.7 )
L ia b ilities  incu rred  d u ring  th e y ea r (1.8  ) (2.8  )
L ia b ilities  s ettled  d u ring  th e y ea r 3.6  7.3
Accretion (3.2 ) (1.3 )
C h a ng es  in es tima tes  -  7.9
R ev is ions  in es tima ted  ca s h  fl ow s  0 .5  (1.1 )

B a la nce a t end  of y ea r  $(50 .6 ) $(49.7 )

C hang es in estim ates and  revisions in estim ated  cash flow s sup p orting  the carrying  

am ounts o f A R O s includ e chang es in estim ated  q uantities and  rem oval costs, d iscount 

rates and  inflation rates.

60

D.P.U. 10-170 
Attachment AG-1-4(c) 
Page 61 of 94



N . Fuel, Materials and Sup p lies 

F uel, m aterials and  sup p lies includ e natural g as storag e, coal, o il and  m aterials 

p urchased  p rim arily for construction o r o p eration and  m aintenance (O & M ) p urp oses.  

N atural g as inventory, coal and  o il are valued  at the w eig hted  averag e cost o f g as, coal 

and  o il.  M aterials and  sup p lies are valued  at the low er o f averag e cost o r m arket. 

O. Cash and Cash E q uivalents

C ash and  cash eq uivalents includ e cash o n hand  and  short-term  cash investm ents that 

are hig hly liq uid  in nature and  have o rig inal m aturities o f three m onths o r less.  A t the 

end  o f each rep orting  p eriod , any overd raft am ounts are reclassified  from  cash and  cash 

eq uivalents to  accounts p ayab le. 

P. Sp ecial Dep osits and Counterp arty Dep osits

To  the extent Select E nerg y req uires collateral from  counterp arties, or the counterp arties 

req uire collateral from  Select E nerg y, cash is held  on d ep osit by Select E nerg y or w ith 

unaf liated  counterp arties and  b rokerag e firm s as a p art of the total collateral req uired  

b ased  on Select E nerg y’s p osition in transactions w ith the counterp arty.  Select E nerg y’s 

rig ht to  use cash collateral is d eterm ined  by the term s of the related  ag reem ents.  K ey 

factors a_ ecting  the unrestricted  status of a p ortion of this cash collateral includ e the 

financial stand ing  of Select E nerg y and  of N U  as its cred it sup p orter.

N U  and  its sub sid iaries record  sp ecial d ep osits and  counterp arty d ep osits in accord ance 

w ith F SP  F IN  39 -1, “A m end m ent of FA SB  Interp retation N o. 39,” w hich req uires N U  to  net 

collateral am ounts p osted  und er a m aster netting  ag reem ent if the related  d erivatives are 

record ed  in a net p osition.  A t D ecem b er 31, 20 0 8, N U  and  its sub sid iaries had  no  sp ecial 

d ep osits or counterp arty collateral p osted  und er m aster netting  ag reem ents that w ould  

b e req uired  to  b e netted  ag ainst the fair value of d erivatives. 

Sp ecial d ep osits p aid  by Select E nerg y to  unaf liated  counterp arties and  b rokerag e  

firm s w ere not sub ject to  m aster netting  ag reem ents and  totaled  $26.3 m illion and  

$ 18.9  m illion at D ecem b er 31, 20 0 8  and  20 0 7, resp ectively. These am ounts are record ed  

as current assets and  are includ ed  in p rep aym ents and  other on the accom p anying  

consolid ated  b alance sheets.  There w ere no  counterp arty d ep osits for Select E nerg y  

as of D ecem b er 31, 20 0 8  and  20 0 7.  

N U  has estab lished  cred it p olicies reg ard ing  counterp arties to  m inim ize overall cred it 

risk.  These p olicies req uire an evaluation of p otential counterp arties financial cond ition, 

collateral req uirem ents and  the use of stand ard ized  ag reem ents that allow  for the  

netting  of p ositive and  neg ative exp osures associated  w ith a sing le counterp arty.   

These evaluations result in estab lished  cred it lim its p rior to  entering  into  a contract. 

A t D ecem b er 31, 20 0 8  and  20 0 7, there w ere no  counterp arty d ep osits. 

N U  had  am ounts on d ep osit related  to  four sub sid iaries used  to  facilitate the issuance of 

R R B s.  These am ounts totaled  $4 1.3 m illion and  $4 3.5 m illion at D ecem b er 31, 20 0 8  and  

20 0 7, resp ectively.  In ad d ition, N U  had  $7 m illion and  $6.4  m illion in other cash d ep osits 

held  w ith unaf liated  p arties at D ecem b er 31, 20 0 8  and  20 0 7, resp ectively.  These 

am ounts are includ ed  in d eferred  d eb its and  other assets - other on the accom p anying  

consolid ated  b alance sheets.

Q . Other Taxes

C ertain excise taxes levied  by state o r lo cal g overnm ents are collected  by C L& P  and  

Yankee G as from  its custom ers.  These excise taxes are accounted  for o n a g ross 

b asis w ith collections in revenues and  p aym ents in exp enses.  F o r the years end ed  

D ecem b er 31, 20 0 8, 20 0 7, and  20 0 6, g ross receip ts taxes, franchise taxes and  o ther 

excise taxes o f $ 126.6 m illion, $ 112.2 m illion, and  $ 114 .1 m illion, resp ectively, w ere 

includ ed  in o p erating  revenues and  taxes o ther than incom e taxes o n the accom p anying  

consolid ated  statem ents o f incom e.   

C ertain sales taxes are also  collected  by C L& P  and  Yankee G as from  their custom ers as 

ag ents for state and  local g overnm ents and  are record ed  o n a net b asis w ith no  im p act 

o n the accom p anying  consolid ated  statem ents o f incom e.

R . Other Income, N et

The p re-tax com p onents o f o ther incom e/(loss) item s are as fo llow s:

                                                                                         For the Years E nded Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7 20 0 6

O th er Income:     
  Inv es tment income $ 6.6  $ 22.3  $ 24.9
  20 0 8  fed era l ta x  s ettlement - interes t  10 .1   -    -
  AF U D C  - eq u ity  fu nd s   29.0    17.4   13.6
  E nerg y  Ind ep end ence Act incentiv es   12.1   9.9   5.5
  C ons erv a tion a nd  loa d  ma na g ement incentiv es   4.8    7.7   6.5
  C L & P fi x ed  p rocu rement fee  -   -   11.0
  E q u ity  in ea rning s  of reg iona l nu clea r g enera ting   
    a nd  tra ns mis s ion comp a nies   1.6   4.0    0 .3
  Ga in on s a le of Glob ix  inv es tment  -   -   3.1
  O th er   1.1   1.0    0 .8

T ota l O th er Income  65.3   62.3   65.7

O th er L os s :    
  Inv es tment w rite-d ow ns   (14.6 )  (0 .5 )  - 
  L os s  on inv es tment in receiv a b les   -   -   (1.1 )
  O th er  (0 .3 )  (0 .2 )  (0 .2 )

T ota l O th er L os s   (14.9 )  (0 .7 )  (1.3 )

T ota l O th er Income, Net  $ 50 .4  $ 61.6  $ 64.4

E q uity in earning s o f reg ional nuclear g enerating  and  transm ission com p anies relates 

to  N U ’s investm ent in the Yankee C om p anies and  the tw o  H yd ro -Q uéb ec transm ission 

com p anies. 

The C L& P  fixed  p rocurem ent fee rep resents com p ensation ap p roved  by the D P U C  

associated  w ith Transitional Stand ard  O _ er (TSO ) sup p ly p rocurem ent.  The 

co nservation and  load  m anag em ent incentives relate to  incentives earned  if certain 

energ y and  d em and  saving s g oals are m et.  

The E nerg y Ind ep end ence A ct incentives relate to  incentives earned  und er the A ct to  

encourag e reg ulated  com p anies to  co nstruct d istrib uted  g eneration, new  larg e-scale 

g eneration and  im p lem ent conservation and  load  m anag em ent initiatives to  red uce 

F M C C  charg es.

For further inform ation reg ard ing  interest from  the 20 0 8  fed eral tax settlem ent, 

see N ote 1H , “Sum m ary o f Sig nificant A ccounting  P olicies - Incom e Taxes,” to  the 

co nsolid ated  financial statem ents.  
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S. Sup p lemental Cash F low  Information

                                      For the Years E nded Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7 20 0 6

C a s h  p a id  (receiv ed ) d u ring   
th e y ea r for:  
  Interes t, net of a mou nts   
    ca p ita liz ed  $261.4  $261.6 $277.2
  Income ta x es  (36.1 ) 496.2 51.3

Non-ca s h  inv es ting  a ctiv ities : 
  C a p ita l ex p end itu res  incu rred   
    b u t not p a id  132.8   18 4.4 10 5.2

C ash p aid  d uring  the year for incom e taxes increased  

from  20 0 6 to  20 0 7 as a result o f the p aym ent o f 

ap p roxim ately $4 0 0  m illion in fed eral and  state incom e 

taxes in 20 0 7 related  to  the 20 0 6 sale o f the co m p etitive 

g eneration b usiness.

R eg ulatory (refund s and  und errecoveries)/overrecoveries 

o n the accom p anying  consolid ated  statem ents o f cash 

flow s rep resents the year-over-year chang e in reg ulatory 

assets and  reg ulatory liab ilities, net o f am ortization 

charg ed  d uring  the year and  o ther ad justm ents for non-

cash item s.  These d eferred  am ounts are exp ected  to  b e 

recovered  from  o r refund ed  to  custom ers throug h the 

rate-m aking  p rocess.

T. Op erating E xp enses

F uel, p urchased and net interchange p ow er:  F o r the 

years end ed  D ecem b er 31, 20 0 8, 20 0 7, and  20 0 6, fuel, 

p urchased  and  net interchang e p ow er includ ed  costs 

related  to  fuel o f $54 1.7 m illion, $524 .1 m illion, and  $4 92.2 

m illion, resp ectively, w hich includ e g as costs from  o ur g as 

d istrib ution seg m ent o f $358.8  m illion, 317.7 m illion and  

$29 1.3 m illion, resp ectively. 

Other op erating exp enses:  F o r the years end ed  

D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6, the m ajority o f 

the o ther o p erating  exp enses w ere for g eneral and  

ad m inistrative em p loyee salaries, N U SC O ’s salary 

exp enses, and  conservation and  load  m anag em ent 

custom er assistance costs.

U . Marketab le Securities

Sup p lemental b enefi t trust and sp ent nuclear fuel 

trust:  N U  m aintains a sup p lem ental b enefit trust and  a 

sp ent nuclear fuel trust, b oth o f w hich hold  m arketab le 

securities.  The trusts are used  to  fund  N U ’s SE R P/

non-SE R P  and  W M E C O ’s p rior p eriod  sp ent nuclear 

fuel liab ility.  N U ’s m arketab le securities are classified  

as availab le-for-sale, as d efined  by SFA S  N o. 115, 

“A ccounting  for C ertain Investm ents and  D eb t and  E q uity 

Securities.”  A t D ecem b er 31, 20 0 8, chang es in the fair 

value o f securities in the sup p lem ental b enefit trust 

relating  to  unrealized  losses are consid ered  o ther than 

tem p orary b ecause N U  d o es not have the ab ility to  ho ld  

the securities to  m aturity and  are record ed  as a p re-tax 

loss.  C hang es related  to  unrealized  g ains are record ed  

in accum ulated  o ther com p rehensive incom e.  R ealized  

g ains and  losses and  unrealized  losses related  to  the 

sup p lem ental b enefit trust are includ ed  in o ther incom e, 

net, o n the co nsolid ated  statem ents o f incom e.  R ealized  

g ains, net o f realized  and  unrealized  losses associated  

w ith the sp ent nuclear fuel trust are record ed  as an  o _ set 

to  the sp ent nuclear fuel trust o b lig ation.

These trusts are not sub ject to  reg ulatory oversig ht by 

state o r fed eral ag encies. 

For inform ation reg ard ing  m arketab le securities, see N ote 

9, “M arketab le Securities,” to  the co nsolid ated  financial 

statem ents.

V. P rovision for U ncollectib le Accounts 

N U  m aintains a p rovision for uncollectib le accounts to  

record  its receivab les at an  estim ated  net realizab le 

value.  This p rovision is d eterm ined  b ased  up on a variety 

o f factors, includ ing  ap p lying  an estim ated  uncollectib le 

account p ercentag e to  each receivab le ag ing  categ ory, 

historical collection and  w rite-o_  exp erience and  

m anag em ent’s assessm ent o f co llectib ility from  ind ivid ual 

custom ers.  M anag em ent review s at least q uarterly the 

collectib ility o f the receivab les, and  if circum stances 

chang e, collectib ility estim ates are ad justed  accord ing ly.  

R eceivab le b alances are w ritten-o_  ag ainst the p rovision 

for uncollectib le accounts w hen these b alances are 

d eem ed  to  b e uncollectib le.  

In  N ovem b er 20 0 6, the D P U C  issued  an o rd er allow ing  

C L& P  and  Yankee G as to  accelerate the recovery o f 

uncollectib le hard ship  accounts receivab le o utstand ing  

for g reater than 9 0  d ays.  A t D ecem b er 31, 20 0 8, C L& P  

and  Yankee G as had  uncollectib le hard ship  accounts 

receivab le reserves in the am ount o f $4 1 m illion and  $ 10  

m illion, resp ectively, w ith the corresp ond ing  b ad  d eb t 

exp ense record ed  as reg ulatory assets as these am ounts 

are p rob ab le o f recovery.  A t D ecem b er 31, 20 0 7, these 

am ounts totaled  $24  m illion and  $8  m illion, resp ectively.  

F o r the year end ed  D ecem b er 31, 20 0 8, the C L& P  and  

Yankee G as reserves o _ set receivab les.  F o r the year 

end ed  D ecem b er 31, 20 0 7, the reserve o _ set am ounts 

sold  to  C R C  by C L& P  b ut not sold  to  the financial 

institution.  These am ounts w ere classified  as investm ents 

in securitizab le assets o n the accom p anying  consolid ated  

b alance sheets.  F o r the year end ed  D ecem b er 31, 20 0 7, 

Yankee G as reserves o _ set receivab les.  

W . Self-Insurance Accruals

N U  is self-insured  for em p loyee m ed ical coverag e, long -

term  d isab ility coverag e and  g eneral liab ility coverag e 

and  up  to  certain lim its for w orkers com p ensation 

coverag e.  Liab ilities for insurance claim s includ e accruals 

o f estim ated  settlem ents for know n claim s, as w ell as 

accruals o f estim ates o f incurred  b ut not rep orted  claim s.  

These accruals are includ ed  in d eferred  cred its and  o ther 

liab ilities - o ther o n the accom p anying  consolid ated  

b alance sheets.  In  estim ating  these costs, N U  co nsid ers 

historical loss exp erience and  m akes jud g m ents ab out 

the exp ected  levels o f co sts p er claim .  These claim s are 

accounted  for b ased  o n estim ates o f the und iscounted  

claim s, includ ing  those claim s incurred  b ut not rep orted .

X . R elated Parties 

Several w holly-ow ned  sub sid iaries o f N U  p rovid e sup p ort 

services for N U  and  its sub sid iaries.  N U SC O  p rovid es 

centralized  accounting , ad m inistrative, eng ineering , 

financial, inform ation technolog y, leg al, o p erational, 

p lanning , p urchasing , and  o ther services to  N U ’s 

com p anies.  Three o ther sub sid iaries construct, acq uire 

o r lease som e o f the p rop erty and  facilities used  by N U ’s 

com p anies.  

In  20 0 7, N U  and  its sub sid iaries m ad e ag g reg ate 

d iscretionary contrib utions o f $3 m illion to  the N U  

Fo und ation (Found ation), an ind ep end ent not-for-p rofit 

charitab le entity d esig ned  to  invest in p rojects that 

em p hasize econom ic d evelop m ent, w orkforce training  

and  ed ucation, and  a clean and  healthy environm ent.  

In  20 0 8, N U  and  its sub sid iaries d id  not m ake any 

contrib utions.  The b o ard  o f d irectors o f the Fo und ation 

consists o f certain N U  o f cers.  The Fo und ation is no t 

includ ed  in the co nsolid ated  financial statem ents o f 

N U  b ecause the Found ation is a no t-for-p rofit entity 

and  b ecause the com p any d oes not have title to  the 

Fo und ation’s assets and  cannot receive contrib utions 

b ack from  the Found ation.  A ny d o nations m ad e to  the 

Fo und ation neg atively im p act N U ’s earning s.  

2. Short-Term Deb t 

L imits:  The am ount o f short-term  b orrow ing s that 

m ay b e incurred  by the reg ulated  com p anies is sub ject 

to  p eriod ic ap p roval by either the F E R C  o r by their 

resp ective state reg ulators.  O n  D ecem b er 12, 20 0 7, the 

F E R C  g ranted  authorization to  allow  C L& P  and  W M E C O  

to  incur total short-term  b orrow ing s up  to  a m axim um  o f 

$4 50  m illion and  $20 0  m illion, resp ectively, e_ ective as 

o f D ecem b er 31, 20 0 7, throug h D ecem b er 31, 20 0 9.  B y 

rule, the F E R C  has exem p ted  all hold ing  com p any system  

m oney p ools from  active reg ulation.

P SN H  is authorized  by reg ulation o f the N H P U C  to  incur 

short-term  b orrow ing s up  to  10  p ercent o f net fixed  p lant.  

In  an  o rd er d ated  A ug ust 3, 20 0 7, the N H P U C  increased  

the am ount o f short-term  b orrow ing s authorized  for 

P SN H  to  a m axim um  o f 10  p ercent o f net fixed  p lant p lus 

$35 m illion throug h the earlier o f D ecem b er 31, 20 0 8, o r 

until P SN H  utilized  its long -term  d eb t authorization.  A t 

D ecem b er 31, 20 0 8, after the exp iration o f this ad d itional 

authority, P SN H ’s short-term  d eb t authorization und er the 

10  p ercent o f net fixed  p lant test totaled  $ 14 6.6 m illion.  

A s a result o f the N H P U C  having  jurisd iction over P SN H ’s 
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short-term  d eb t, P SN H  is no t currently req uired  to  o b tain F E R C  ap p roval for its short-
term  b orrow ing s.

C L& P ’s certificate o f incorp oration contains p referred  stock p rovisions restricting  the 
am ount o f unsecured  d eb t that C L& P  m ay incur. In N ovem b er 20 0 3, C L& P  o b tained  
from  its p referred  stockhold ers authorization for a ten-year p eriod  exp iring  in M arch 
20 14  to  issue unsecured  ind eb ted ness w ith a m aturity o f less than 10  years in excess 
o f the 10  p ercent o f to tal cap italization lim itation in C L& P ’s p referred  stock p rovisions, 
p rovid ed  that all unsecured  ind eb ted ness d oes not exceed  20  p ercent o f to tal 
cap italization.  A s o f D ecem b er 31, 20 0 8, C L& P  w as p erm itted  to  incur $584 .4  m illion o f 
ad d itional unsecured  d eb t und er this authorization. 

Yankee G as is no t req uired  to  o b tain ap p roval from  any state o r fed eral authority to  
incur short-term  d eb t.

R egulated Comp anies Credit Agreement:  C L& P, P SN H , W M E C O , and  Yankee G as are 
p arties to  a five-year unsecured  revolving  cred it facility in the no m inal am ount o f $4 0 0  
m illion that exp ires o n N ovem b er 6, 20 10 .  C L& P  m ay d raw  up  to  $20 0  m illion und er 
this facility, w ith P SN H , W M E C O  and  Yankee G as ab le to  d raw  up  to  $ 10 0  m illion each, 
sub ject to  the $4 0 0  m illion m axim um  b orrow ing  lim it.  This total com m itm ent m ay b e 
increased  to  $50 0  m illion at the req uest o f the b o rrow ers, sub ject to  lend er ap p roval.  
There w ere $ 188  m illion, $4 5.2 m illion, $29.9  m illion and  $52.3 m illion in short-term  
b orrow ing s by C L& P, P SN H , W M E C O  and  Yankee G as, resp ectively, o utstand ing  und er 
this facility as o f D ecem b er 31, 20 0 8. There w ere $4 5 m illion o f lo ng -term  b orrow ing s 
by Yankee G as o utstand ing  und er this facility at D ecem b er 31, 20 0 7.  There w ere $ 10  
m illion and  $27 m illion in short-term  b orrow ing s by P SN H  and  Yankee G as, resp ectively, 
o utstand ing  und er this facility at D ecem b er 31, 20 0 7.  The w eig hted -averag e interest 
rate o n these short-term  b orrow ing s o n D ecem b er 31, 20 0 8  and  20 0 7 w as 3.35 p ercent 
and  7.25 p ercent, resp ectively. 

N U  P arent Credit Agreement:  E _ ective D ecem b er 31, 20 0 6, N U  red uced  the total 
com m itm ents und er its 5-year unsecured  revolving  cred it ag reem ent from  $70 0  m illion 
to  $50 0  m illion, w hich m ay b e increased  at N U ’s req uest to  $60 0  m illion, sub ject 
to  lend er ap p roval. The d ecrease in the to tal com m itm ent am ount also  resulted  in a 
red uction in the letter o f cred it (LO C ) com m itm ent am ount from  $550  m illion to  $50 0  
m illion.  S ub ject to  the ad vances o utstand ing , LO C s m ay b e issued  for p eriod s up  to  
364  d ays in the nam e o f N U  o r any o f its sub sid iaries, includ ing  Select E nerg y.  This 
ag reem ent exp ires o n N ovem b er 6, 20 10 .

U nd er this facility, N U  can b o rrow  either o n a short-term  o r a lo ng -term  b asis.  A t 
D ecem b er 31, 20 0 8, N U  had  $30 3.5 m illion in short-term  b orrow ing s o utstand ing  und er 
this facility.  A t D ecem b er 31, 20 0 7, there w ere $4 2 m illion in short-term  b orrow ing s 
o utstand ing  und er this facility.  The w eig hted -averag e interest rate o n such b orrow ing s 
o utstand ing  und er these cred it ag reem ents o n D ecem b er 31, 20 0 8  and  20 0 7 w as 3.35 
p ercent and  7.25 p ercent, resp ectively.  There w ere $87 m illion and  $27 m illion in LO C s 
o utstand ing  at D ecem b er 31, 20 0 8  and  20 0 7, resp ectively.  

U nd er the reg ulated  com p anies and  N U  p arent cred it ag reem ents, N U  and  the reg ulated  
com p anies m ay b orrow  at p rim e rates o r variab le rates p lus an ap p licab le m arg in b ased  
up on the hig her o f Stand ard  and  P oor’s (S& P ) o r M o od y’s Investors Service (M ood y’s) 
cred it rating s assig ned  to  the b o rrow er.   

A  p articip ating  lend er in b o th ag reem ents, Lehm an B rothers C om m ercial B ank, has 
d eclined  to  fund  o n its rem aining  ag g reg ate $55 m illion com m itm ent since Sep tem b er 
20 0 8.  A t D ecem b er 31, 20 0 8, $23.5 m illion o f this com m itm ent rem ained  o utstand ing  
from  p rior b orrow ing s.  

In  ad d ition, N U  and  the reg ulated  com p anies m ust com p ly w ith certain financial and  
non-financial covenants, includ ing  a co nsolid ated  d eb t to  cap italization ratio.  N U  and  
the reg ulated  com p anies are in co m p liance w ith these covenants at D ecem b er 31, 20 0 8.  
If N U  o r the reg ulated  com p anies w ere not in co m p liance w ith these covenants, they 
w ould  not b e allow ed  to  b o rrow  o n the revolving  cred it ag reem ents.

A m ounts o utstand ing  und er these cred it facilities, exclud ing  the $4 5 m illion o f lo ng -
term  b orrow ing s by Yankee G as at D ecem b er 31, 20 0 7, are classified  as current 
liab ilities as no tes p ayab le to  b anks o n the accom p anying  consolid ated  b alance sheets, 
as m anag em ent anticip ates that all b orrow ing s und er these cred it facilities w ill b e 
o utstand ing  for no  m o re than 364  d ays at o ne tim e.  

3. Derivative Instruments  

C ontracts that are d erivatives and  d o  no t m eet the req uirem ents to  b e treated  as a 
cash flow  hed g e o r no rm al p urchase o r no rm al sale are record ed  at fair value w ith 
chang es in fair value includ ed  in earning s.  F o r those contracts that m eet the d efinition 
o f a d erivative and  m eet the cash flow  hed g e req uirem ents, includ ing  those related  
to  initial and  o ng oing  d ocum entation, the contract is record ed  at fair value and  the 
chang es in the fair value o f the e_ ective p ortion o f those contracts are recog nized  
in accum ulated  o ther com p rehensive incom e.  C ash flow  hed g es includ e forw ard  
interest rate sw ap  ag reem ents o n p rop osed  d eb t issuances.  W hen a cash flow  hed g e 
is settled , the settlem ent am ount is record ed  in accum ulated  o ther com p rehensive 
incom e and  is am ortized  into  earning s over the term  o f the d eb t.  C ash flow  hed g es 
im p act net incom e w hen the hed g ed  item s a_ ect earning s, w hen hed g e ine_ ectiveness 
is m easured  and  record ed , o r w hen the forecasted  transaction b eing  hed g ed  is 
im p rob ab le o f o ccurring .  D erivative contracts d esig nated  as fair value hed g es and  the 
item s they are hed g ing  are b oth record ed  at fair value w ith chang es in fair value o f b o th 
item s recog nized  in earning s.  D erivative contracts that m eet the req uirem ents o f a 
no rm al p urchase o r sale, and  are so  d esig nated , are recog nized  in revenues o r exp enses, 
as ap p licab le, w hen the q uantity o f the co ntract is d elivered .  

The fair value o f the co m p any’s d erivative contracts m ay not rep resent am ounts that 
w ill b e realized .  F o r further inform ation o n the fair value o f d erivative contracts, see 
N ote 1F, “Sum m ary o f Sig nificant A ccounting  P olicies - Fair V alue M easurem ents,” and  
N ote 4 , “Fair V alue M easurem ents,” to  the co nsolid ated  financial statem ents.  O n  the 
accom p anying  consolid ated  b alance sheets at D ecem b er 31, 20 0 8  and  20 0 7, these 
am ounts are record ed  as current o r lo ng -term  d erivative assets o r liab ilities and  are 
sum m arized  as fo llow s:

 At Decemb er 31, 20 0 8

                                                        Assets                            L iab ilities

(Millions of Dollars) Current Long-Term Current Long-Term  N et Total

NU  E nterp ris es :      
  W h oles a le $ -  $ -  $ (14.5 ) $ (49.4 ) $ (63.9 )
R eg u la ted  C omp a nies  -   
  Ga s :  
  S u p p ly   -   1.9   (0 .2 )  -   1.7
R eg u la ted  C omp a nies  -  
  E lectric:  
  S u p p ly /S tra nd ed  C os ts   31.4   219.1   (8 6.2 )  (8 63.0  )  (698 .7 )
NU  Pa rent:        
  Interes t R a te H ed g ing   -   20 .8       -   -   20 .8

T ota ls  $ 31.4  $ 241.8   $ (10 0 .9 ) $ (912.4 ) $ (740 .1 )
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 At Decemb er 31, 20 0 7

                                                         Assets                            L iab ilities

(Millions of Dollars) Current Long-Term Current Long-Term  N et Total

NU  E nterp ris es :      
  W h oles a le $ 36.2  $ 7.2  $ (64.9 ) $ (72.5 ) $ (94.0  ) 
R eg u la ted  C omp a nies  -  
  Ga s :  
  S u p p ly   0 .2   -   -   -   0 .2 
  Interes t R a te H ed g ing   0 .9   -   -   -   0 .9 
R eg u la ted  C omp a nies  -  
  E lectric:  
  S u p p ly /S tra nd ed  C os ts   59.8    290 .8    (6.7 )  (136.0  )  20 7.9 
  Interes t R a te H ed g ing   3.3   -   -   -   3.3 
NU  Pa rent:       
  Interes t R a te H ed g ing   5.1   -   -   -   5.1

T ota ls  $ 10 5.5  $ 298 .0   $ (71.6 ) $ (20 8 .5 ) $ 123.4

For the reg ulated  com p anies, excep t for interest rate sw ap  ag reem ents, o _ setting  

reg ulatory assets o r liab ilities are record ed  for the chang es in fair value o f their 

contracts, as these contracts w ere p art o f the strand ed  costs o r are current reg ulated  

o p erating  costs, and  m anag em ent b elieves that these costs w ill continue to  b e 

recovered  o r refund ed  in co st-of-service, reg ulated  rates.

The b usiness activities o f N U  E nterp rises that result in the recog nition o f d erivative 

assets also  create exp osures to  cred it risk o f energ y m arketing  and  trad ing  

counterp arties.  A t D ecem b er 31, 20 0 8, Select E nerg y had  no  d erivative assets from  

w holesale activities that are exp osed  to  co unterp arty cred it risk.  The b usiness activities 

o f the reg ulated  com p anies that resulted  in the recog nition o f d erivative assets also  

create exp osure to  various counterp arties.  A t D ecem b er 31, 20 0 8, N U  co nsolid ated  

had  $273.2 m illion o f reg ulated  com p any and  N U  p arent d erivative assets exp osed  

to  co unterp arty cred it risk that are contracted  w ith m ultip le entities, o f w hich $ 125.5 

m illion is co ntracted  w ith investm ent g rad e entities, $4 .6 m illion is co ntracted  w ith a 

g overnm ent-b acked  entity, $ 131.4  m illion is co ntracted  w ith a no n-rated  sub sid iary o f 

an  investm ent g rad e com p any and  the rem aind er are contracted  w ith m ultip le o ther 

counterp arties.   

N U  E nterp rises - W holesale:  C ertain electric d erivative contracts are p art o f N U  

E nterp rises’ rem aining  w holesale m arketing  b usiness. These contracts includ e short-

term  and  long -term  electric sup p ly contracts and  a co ntract to  sell electricity to  

the N ew  Yo rk M unicip al P ow er A g ency (N Y M PA ) (an ag ency that is co m p rised  o f 

m unicip alities) that exp ires in 20 13.  A  p o rtion o f the co ntract’s fair value is d eterm ined  

b ased  up on a m o d el.  The m o d el utilizes natural g as p rices and  a heat rate conversion 

factor to  d eterm ine o _ -p eak electricity p rices for o ne N ew  York routinely q uoted  hub  

zone for 20 13.  F o r the b alance o f the hub  zones, b roker q uotes for electricity are 

g enerally availab le o n-p eak throug h 20 13 and  o _ -p eak throug h 20 12.  

The d ecision to  exit the w holesale m arketing  b usiness chang ed  m anag em ent’s 

conclusion reg ard ing  the likelihood  that these w holesale m arketing  contracts w ould  

result in p hysical d elivery to  custom ers and  resulted  in a chang e in the first q uarter 

o f 20 0 5 from  accrual accounting  to  m ark-to -m arket accounting  for the w holesale 

m arketing  contracts.  F o r the years end ed  D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6, N U  

record ed  a p re-tax b enefit o f $7 m illion and  p re-tax charg es o f $7.4  m illion and  $ 11.7 

m illion, resp ectively, in fuel, p urchased  and  net interchang e p ow er related  to  these 

contracts.  In  ad d ition, N U  record ed  a b enefit o f $ 1 m illion to  fuel, p urchased  and  net 

interchang e p ow er related  to  w holesale m arketing  contracts for the year end ed   

D ecem b er 31, 20 0 7.    

R egulated Comp anies - G as - Sup p ly:  Yankee G as’ sup p ly d erivatives consist o f 

p eaking  sup p ly arrang em ents to  serve w inter load  o b lig ations and  firm  retail sales 

contracts w ith o p tions to  curtail d elivery.  These contracts are sub ject to  fair value 

accounting  as these contracts are d erivatives that cannot b e d esig nated  as no rm al 

p urchases and  sales b ecause o f the o p tionality in the co ntract term s.  A n  o _ setting  

reg ulatory liab ility/asset w as record ed  for these am ounts as m anag em ent b elieves that 

these costs w ill b e refund ed  o r recovered  in rates.

R egulated Comp anies - G as - Interest R ate H edging:  Yankee G as had  a fo rw ard  

interest rate sw ap  ag reem ent to  hed g e the interest cash o utflow s associated  w ith its 

$ 10 0  m illion d eb t issuance in O ctob er 20 0 8.  The interest rate sw ap  w as b ased  o n 

a 10 -year LIB O R  sw ap  rate and  m atched  the ind ex used  for the d eb t issuance.  A s a 

cash flow  hed g e, the fair value o f the hed g e w as record ed  as a d erivative asset o n the 

accom p anying  consolid ated  b alance sheets as o f D ecem b er 31, 20 0 7, w ith an o _ setting  

am ount, net o f tax, includ ed  in accum ulated  o ther com p rehensive incom e.  The sw ap  

w as term inated  in Sep tem b er 20 0 8.  

R egulated Comp anies - E lectric - Sup p ly/Stranded Costs:  C L& P  has contracts w ith tw o  

IP P s to  p urchase p ow er that contain p ricing  p rovisions that are not clearly and  closely 

related  to  the p rice o f p ow er and  therefore d o  no t q ualify for the norm al p urchases and  

sales excep tion.  The fair values o f these d erivatives at D ecem b er 31, 20 0 8  includ ed  

short-term  and  long -term  d erivative assets w ith fair values o f $20 .8  m illion and  $ 110 .6 

m illion, resp ectively, and  short-term  and  long -term  d erivative liab ilities w ith fair values 

o f $6.5 m illion and  $65.6 m illion, resp ectively.  A n  o _ setting  reg ulatory liab ility and  

an o _ setting  reg ulatory asset w ere record ed , as these contracts are p art o f strand ed  

costs, and  m anag em ent b elieves that these costs w ill continue to  b e recovered  o r 

refund ed  in co st-of-service, reg ulated  rates.  A t D ecem b er 31, 20 0 7, the fair values o f 

these d erivatives includ ed  short-term  and  long -term  d erivative assets w ith fair values o f 

$53.3 m illion and  $257.9  m illion, resp ectively, and  short-term  and  long -term  d erivative 

liab ilities w ith fair values o f $2.9  m illion and  $28.9  m illion, resp ectively.

C L& P  has entered  into  F T R  contracts and  b ilateral b asis sw ap s to  lim it the cong estion 

costs associated  w ith its stand ard  o _ er contracts.  A t D ecem b er 31, 20 0 8, the fair value 

o f these contracts w ere record ed  as a short-term  d erivative asset o f $9.7 m illion, w ith 

an o _ set o f $9.5 m illion record ed  as a p ayab le and  includ ed  in o ther current liab ilities 

and  $0 .2 m illion related  to  the m ark-to -m arket ad justm ent record ed  as a reg ulatory 

liab ility o n the accom p anying  consolid ated  b alance sheets.  In  ad d ition, the fair value o f 

the b ilateral ag reem ents has b een record ed  as a short-term  d erivative liab ility o f $2.3 

m illion w ith a $2.1 m illion o _ set to  reg ulatory assets, net o f the $0 .2 m illion reg ulatory 

liab ility d escrib ed  ab ove.  M anag em ent b elieves that these costs w ill continue to  b e 

recovered  o r refund ed  in co st o f service rates.  A t D ecem b er 31, 20 0 7, the fair  

value o f these contracts w as record ed  as a short-term  d erivative asset o f $ 1.4  m illion 

and  a short-term  d erivative liab ility o f $ 1.3 m illion o n the accom p anying  consolid ated  

b alance sheets.  

P ursuant to  P ub lic A ct 0 5-0 1, “A n A ct C o ncerning  E nerg y Ind ep end ence,” in A ug ust 

20 0 7, the D P U C  ap p roved  tw o  C L& P  contracts associated  w ith the cap acity o f tw o  

g enerating  p rojects to  b e b uilt o r m o d ified .  The D P U C  also  ap p roved  tw o  cap acity-

related  contracts entered  into  by The U nited  Illum inating  C om p any (U I), o ne w ith a 

g enerating  p roject to  b e b uilt and  o ne w ith a new  d em and  resp onse p roject.  The 

to tal cap acity o f these four p rojects is exp ected  to  b e ap p roxim ately 787 m eg aw atts 

(M W ).  The co ntracts, referred  to  as C fD s, o b lig ate the utilities’ custom ers to  p ay the 

d i_ erence b etw een a set cap acity p rice and  the forw ard  cap acity m arket p rice that the 

p rojects receive in the ISO -N E  cap acity m arkets for p eriod s o f up  to  15  years b eg inning  

in 20 0 9.  A s d irected  by the D P U C , C L& P  has an ag reem ent w ith U I und er w hich it w ill 

share the costs and  b enefits o f these four C fD s, w ith 80  p ercent allocated  to  C L& P  and  

20  p ercent to  U I.  The ultim ate cost to  C L& P  und er the contracts w ill d ep end  o n the 

cap acity p rices that the p rojects receive in the ISO -N E  cap acity m arkets.  A t D ecem b er 

31, 20 0 8, the fair value o f the C L& P  C fD s w as record ed  as a lo ng -term  d erivative 

liab ility o f $782.5 m illion.  The fair values o f U I’s share o f C L& P ’s contracts and  C L& P ’s 

share o f U I’s contracts w ere record ed  as a lo ng -term  d erivative asset o f $ 10 4 .7 m illion.  
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A n o _ setting  reg ulatory asset o f $677.8  m illion w as 

record ed , as m anag em ent b elieves these am ounts w ill 

b e recovered  from  o r refund ed  to  custom ers in co st-of-

service, reg ulated  rates.  The value o f C L& P ’s C fD s at 

D ecem b er 31, 20 0 8  includ ed  ap p roxim ately $ 10 0  m illion 

o f initial g ains and  losses, p reviously d eferred  d ue to  the 

use o f sig nificant unob servab le inp uts in the valuation, 

that w ere record ed  up on ad op tion o f SFA S  N o. 157 o n  

January 1, 20 0 8.  A t D ecem b er 31, 20 0 7, chang es in C fD  

fair values since incep tion w ere record ed  as a lo ng -term  

d erivative liab ility o f $ 10 7.1 m illion, and  U I’s share and  o ne 

C L& P  C fD  w ere record ed  as lo ng -term  d erivative assets 

o f $20 .8  m illion.  O _ setting  reg ulatory assets o f $86.7 

m illion and  reg ulatory liab ilities o f $0 .4  m illion w ere also  

record ed  at D ecem b er 31, 20 0 7.  A  20 0 7 N R G  E nerg y, Inc. 

(N R G ) ap p eal o f the D P U C ’s d ecision selecting  the C fD s 

w as taken into  consid eration in valuing  the C fD s as o f 

D ecem b er 31, 20 0 7, red ucing  the net neg ative d erivative 

values by ap p roxim ately $215 m illion.  In  Feb ruary 20 0 8, 

the ap p eal w as d enied , w hich increased  d erivative 

liab ilities in 20 0 8.

P SN H  has electricity p rocurem ent contracts that are 

d erivatives.  The fair values o f these contracts are 

calculated  b ased  o n m arket p rices and  w ere record ed  

as short-term  and  long -term  d erivative liab ilities totaling  

$76.8  m illion and  $ 14 .9  m illion, resp ectively, at D ecem b er 

31, 20 0 8.  A t D ecem b er 31, 20 0 7, the fair value w as 

record ed  as a short-term  d erivative asset o f $ 1.5 m illion 

and  a short-term  d erivative liab ility o f $2.5 m illion.  A n  

o _ setting  reg ulatory asset/liab ility w as record ed  as 

m anag em ent b elieves that these costs w ill b e recovered /

refund ed  in rates as the energ y is d elivered .

P SN H  has a co ntract to  assig n its transm ission rig hts in 

a d irect current transm ission line in exchang e for tw o  

energ y call o p tions that exp ire in 20 10 .  These energ y call 

o p tions are d erivatives that d o  no t q ualify for the norm al 

p urchases and  sales excep tion and  are accounted  for at 

fair value b ased  o n o p tion value m od eling .  A t D ecem b er 

31, 20 0 8, the o p tions w ere record ed  as a short-term  and  

long -term  d erivative asset o f $0 .8  m illion and  $3.8  m illion, 

resp ectively, w hich includ e m ark-to -m arket losses o f 

$ 11.1 m illion in 20 0 8.  The initial g ain o f $ 13.5 m illion o n 

this transaction w as record ed  as a d erivative asset and  

reg ulatory liab ility.  S hort-term  and  long -term  d erivative 

assets at D ecem b er 31, 20 0 7 w ere $3.6 m illion and  $ 12.1 

m illion, resp ectively, w hich includ e $2.2 m illion in m ark-

to -m arket g ains in 20 0 7.  A n  o _ setting  reg ulatory liab ility 

w as record ed , as m anag em ent b elieves the b enefit o f this 

arrang em ent w ill b e refund ed  to  custom ers in rates.   

P SN H  has entered  into  F T R  contracts to  lim it the 

cong estion costs associated  w ith its d elivery service.  

A t D ecem b er 31, 20 0 8, the F T R s w ere record ed  as a 

short-term  d erivative asset o f $0 .1 m illion and  a short-

term  d erivative liab ility o f $0 .6 m illion.  O _ setting  these 

am ounts are a p ayab le and  receivab le to  the ISO -N E  o f 

$0 .1 m illion and  $0 .2 m illion, resp ectively, related  to  the 

initial auction p rice o f the F T R s and  a reg ulatory asset 

o f $0 .4  m illion related  to  the m ark-to -m arket o f the F T R .  

M anag em ent b elieves that these costs w ill continue to  

b e recovered  o r refund ed  in co st-of-service rates.  There 

w ere no  sim ilar am ounts for 20 0 7.

R egulated Comp anies - E lectric - Interest R ate H edging:  

A t D ecem b er 31, 20 0 7, C L& P  had  tw o  forw ard  interest 

rate sw ap  ag reem ents to  hed g e the interest cash 

o utflow s associated  w ith its d eb t issuance o f $30 0  

m illion in M ay 20 0 8.  P SN H  had  a fo rw ard  interest rate 

sw ap  ag reem ent to  hed g e the interest cash o utflow s 

associated  w ith its d eb t issuance o f $ 110  m illion in M ay 

20 0 8.  P rior to  term ination in M ay 20 0 8, the interest 

rate sw ap s w ere b ased  o n a 10 -year LIB O R  sw ap  rate 

and  m atched  the ind ex used  for the d eb t issuances.  A s 

cash flow  hed g es, the fair values o f these hed g es w ere 

record ed  as d erivative assets at D ecem b er 31, 20 0 7 o n 

the accom p anying  consolid ated  b alance sheet w ith an 

o _ setting  am ount, net o f tax, includ ed  in accum ulated  

o ther com p rehensive incom e. 

N U  P arent - Interest R ate H edging:  In  M arch 20 0 3, to  

m anag e the interest rate characteristics o f the co m p any’s 

long -term  d eb t, N U  p arent entered  into  a fixed  to  flo ating  

interest rate sw ap  o n its $263 m illion, 7.25 p ercent fixed  

rate senior notes that m ature o n A p ril 1, 20 12.  U nd er fair 

value hed g e accounting , the chang es in fair value o f the 

sw ap  and  the interest com p onent o f the hed g ed  long -

term  d eb t instrum ent are record ed  in interest exp ense, 

w hich g enerally o _ set each o ther in the co nsolid ated  

statem ents o f incom e.  The cum ulative chang e in the fair 

value o f the sw ap  and  the long -term  d eb t w as record ed  

as a d erivative asset and  an increase to  lo ng -term  d eb t o f 

$20 .8  m illion and  $4 .2 m illion at D ecem b er 31, 20 0 8  and  

20 0 7, resp ectively.  

N U  p arent had  a fo rw ard  interest rate sw ap  ag reem ent 

to  hed g e the interest cash o utflow s associated  w ith its 

p lanned  d eb t issuance in June 20 0 8.  P rior to  term ination 

in June 20 0 8, the interest rate sw ap  w as b ased  o n a 

5-year LIB O R  sw ap  rate and  a no tional am ount o f $20 0  

m illion, and  m atched  the ind ex used  for the d eb t issuance.  

A s a cash flow  hed g e at D ecem b er 31, 20 0 7, the fair value 

o f the hed g e w as record ed  as a $0 .9  m illion d erivative 

asset o n the accom p anying  consolid ated  b alance 

sheet w ith an o _ setting  am ount, net o f tax, includ ed  in 

accum ulated  o ther com p rehensive incom e.

4 . Fair V alue Measurements 

Items Measured at Fair V alue on a R ecurring B asis:  The 

com p any’s assets and  liab ilities record ed  at fair value o n 

a recurring  b asis have b een categ orized  b ased  up on the 

fair value hierarchy in accord ance w ith SFA S  N o. 157.  S ee 

N o te 1F, “Sum m ary o f Sig nificant A ccounting  P olicies 

- Fair V alue M easurem ents,” for further inform ation 

reg ard ing  the hierarchy and  fair value m easurem ents. 

The follow ing  tab le p resents the am ounts o f assets and  

liab ilities carried  at fair value at D ecem b er 31, 20 0 8  by the 

level in w hich they are classified  w ithin the SFA S  N o. 157 

valuation hierarchy:

(Millions of Dollars)  

Derivative Assets:  

L ev el 1 $ - 
L ev el 2  20 .8
L ev el 3  252.4

Total $ 2 7 3 .2

Derivative L iab ilities:  

L ev el 1 $ - 
L ev el 2  (91.7 )
L ev el 3  (921.6 )

Total $(1 ,0 1 3 .3 )

Marketab le Securities:  

L ev el 1 $ 42.1
L ev el 2  67.1
L ev el 3  -

Total  $ 1 0 9 .2

N ot includ ed  in the tab le ab ove are $8 1.6 m illion o f cash 

eq uivalents held  by N U  p arent in an  unrestricted  m oney 

m arket account and  includ ed  in cash and  cash eq uivalents 

o n the accom p anying  consolid ated  b alance sheet, w hich 

are classified  as Level 1 in  the fair value hierarchy. 

The follow ing  tab le p resents chang es for the year end ed  

D ecem b er 31, 20 0 8  in the Level 3  categ ory o f assets and  

liab ilities m easured  at fair value o n a recurring  b asis.  This 

categ ory includ es d erivative assets and  liab ilities, w hich 

are p resented  net.  The d erivative am ounts at January 1, 

20 0 8  reflect the fair values after initial ad op tion o f SFA S  

N o. 157.  The co m p any classifies assets and  liab ilities in 

Level 3  o f the fair value hierarchy w hen there is reliance 

o n at least o ne sig nificant unob servab le inp ut to  the 

valuation m od el.  In  ad d ition to  these unob servab le 

inp uts, the valuation m od els for Level 3  assets and  

liab ilities typ ically also  rely o n a num b er o f inp uts that 

are o b servab le either d irectly o r ind irectly.  Thus, the 

g ains and  losses p resented  b elow  includ e chang es in 

fair value that are attrib utab le to  b o th o b servab le and  

unob servab le inp uts.  There w ere no  transfers into  o r 

o ut o f Level 3  assets and  liab ilities for the year end ed  

D ecem b er 31, 20 0 8:
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(Millions of Dollars) 

D eriv a tiv es , Net: 
F a ir v a lu e a t J a nu a ry  1, 20 0 8  (1) $ (511.1 )
Net rea liz ed /u nrea liz ed  g a ins  inclu d ed  in:      
  E a rning s  (2)  12.0
  R eg u la tory  a s s ets /lia b ilities   (138 .0  )
Pu rch a s es , is s u a nces  a nd   
  s ettlements   (32.1 )

F a ir v a lu e a t D ecemb er 31, 20 0 8  $ (669.2 )

Period  ch a ng e in u nrea liz ed  g a ins  
 inclu d ed  in ea rning s  rela ting  to  
 items  h eld  a t D ecemb er 31, 20 0 8   $ 7.0

(1)  A m ounts as o f January 1, 20 0 8  reflect fair values after initial 

ad op tion o f SFA S  N o. 157.  A s a result o f im p lem enting  SFA S  

N o. 157, the co m p any record ed  an increase to  d erivative 

liab ilities and  a p re-tax charg e to  earning s o f $6.1 m illion 

as o f January 1, 20 0 8  related  to  N U  E nterp rises’ rem aining  

d erivative contracts.  The co m p any also  record ed  chang es 

in fair value o f C L& P ’s C fD  and  IP P  contracts, resulting  in 

increases to  d erivative liab ilities o f ap p roxim ately $590  

m illion, w ith an o _ set to  reg ulatory assets and  a d ecrease to  

d erivative assets o f ap p roxim ately $30  m illion w ith an o _ set 

to  reg ulatory liab ilities.  

(2)  R ealized  and  unrealized  g ains and  losses o n d erivatives 

includ ed  in earning s relate to  the rem aining  Select E nerg y 

w holesale m arketing  contracts and  are rep orted  in fuel, 

p urchased  and  net interchang e p ow er o n the accom p anying  

consolid ated  statem ents o f incom e.  

5. E mp loyee B enefi ts 

A. P ension B enefi ts and P ostretirement B enefi ts  
Other Than P ensions
O n D ecem b er 31, 20 0 6, N U  im p lem ented  SFA S  N o. 158, 
w hich ap p lies to  N U ’s P ension P lan, SE R P, and  P B O P  
P lan and  req uired  N U  to  record  the fund ed  status 
o f these p lans o n the co nsolid ated  b alance sheets, 
b ased  o n the d i_ erence b etw een the p rojected  b enefit 
o b lig ation (P B O ) for the P ension P lan and  accum ulated  
p ostretirem ent b enefit o b lig ation (A P B O ) for the P B O P  
P lan and  the fair value o f p lan assets.  A t D ecem b er 
31, 20 0 8, the fair values o f p lan assets are m easured  in 
accord ance w ith SFA S  N o. 157.  S FA S  N o. 158  req uires 
the ad d itional liab ility to  b e record ed  w ith an o _ set 
to  accum ulated  o ther com p rehensive incom e in 
sharehold ers’ eq uity.  This am ount is rem easured  annually,  
o r as circum stances d ictate.  

A t D ecem ber 31, 20 0 8 and  20 0 7, N U  recorded  an after-tax 
charge/(benefit) totaling  $38 m illion and  $(8.6) m illion, 
respectively, to  accum ulated  other com prehensive incom e 
for its unregulated  subsidiaries.  H ow ever, b ecause the 
regulated  com panies are cost-of-service, rate regulated  
entities under SFA S  N o. 71, regulatory assets w ere recorded  
in the am ount of $1.1 b illion and  $20 1.4  m illion, respectively, 
as these b enefits expense am ounts have b een and  continue 
to  b e recoverable in cost-of-service, regulated  rates.  

R egulatory accounting  w as also  applied  to  the p ortions of 
the N U SC O  costs that support the regulated  com panies, as 
these am ounts are also  recoverable.  

P ension B enefi ts:  N U  sp onsors a sing le uniform  
noncontrib utory d efined  b enefit retirem ent p lan (P ension 
P lan) und er E R ISA  covering  sub stantially all reg ular 
em p loyees o f N U  and  its sub sid iaries.  B enefits are 
b ased  o n years o f service and  the em p loyees’ hig hest 
elig ib le com p ensation d uring  60  consecutive m onths 
o f em p loym ent.  N U  allocates net p eriod ic p ension 
exp ense to  its sub sid iaries b ased  o n the actual p articip ant 
d em og rap hic d ata for each sub sid iary’s p articip ants.  
B enefit p aym ents to  p articip ants and  contrib utions are 
also  tracked  by the trustee for each sub sid iary.  The actual 
investm ent return for the trust each year is allocated  to  
each o f the sub sid iaries in p rop ortion to  the investm ent 
return exp ected  to  b e earned  d uring  the year.  N U  uses a 
D ecem b er 31st m easurem ent d ate for the P ension P lan.  
P ension exp ense a_ ecting  earning s is as fo llow s:

                                     For the Years E nded Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7 20 0 6

T ota l p ens ion ex p ens e $2.4 $17.1 $50 .2
Income/(ex p ens e) ca p ita liz ed   
  a s  u tility  p la nt  4.9 1.0  (11.5 )

T ota l p ens ion ex p ens e, net  
  of a mou nts  ca p ita liz ed  $7.3 $18 .1 $38 .7

P ension Curtailments and Termination B enefi ts:  In  
D ecem b er 20 0 5, a new  p rog ram  w as ap p roved  allow ing  
then current em p loyees to  elect to  receive retirem ent 
b enefits und er a new  4 0 1(k) b enefit rather than und er 
the P ension P lan.  The ap p roval o f the new  p lan resulted  
in record ing  an estim ated  p re-cap italization, p re-tax 
curtailm ent exp ense in 20 0 5, as a certain num b er o f 
em p loyees w ere exp ected  to  elect the new  4 0 1(k) b enefit, 
resulting  in a red uction in ag g reg ate estim ated  future 
years o f service und er the P ension P lan.  B ecause the 
p red icted  level o f elections o f the new  b enefit d id  not 
o ccur, N U  record ed  a p re-cap italization, p re-tax red uction 
in the curtailm ent exp ense o f $3.6 m illion in 20 0 6.

A s a result o f its co rp orate reorg anization in 20 0 5, 
N U  record ed  a co m b ined  p re-cap italization, p re-tax 
curtailm ent exp ense and  related  term ination b enefits 
for the P ension P lan.  B ased  o n a revised  estim ate o f 
exp ected  head  count red uctions in 20 0 6, N U  record ed  
an ad justm ent to  the curtailm ent and  related  term ination 
b enefits.  This ad justm ent resulted  in a p re-cap italization, 
p re-tax red uction in the curtailm ent exp ense o f $ 1.2 
m illion and  an increase in term ination b enefits exp ense o f 
$2.3 m illion totaling  a net $ 1.1 m illion in ad d itional p ension 
exp ense.  N U  record ed  an ad d itional p re-cap italization, 
p re-tax red uction in term ination b enefit exp ense o f  
$0 .3 m illion in 20 0 7.  

P ension P lan COLA:  O n  M ay 4 , 20 0 7, N U ’s B oard  o f 
Trustees ap p roved  a co st o f living  ad justm ent (C O LA ) 
that increased  retiree p ension b enefits for certain 
p articip ants in the P ension P lan.  The C O LA  w as 
announced  o n M ay 8, 20 0 7 at the annual m eeting  o f N U ’s 
sharehold ers, w hich resulted  in a p lan am end m ent in 
20 0 7 and  a rem easurem ent o f the P ension P lan’s b enefit 
o b lig ation as o f M ay 8, 20 0 7.  The C O LA  increased  the 
P ension P lan’s b enefit o b lig ation by $4 0  m illion and  w as 
reflected  as a p rior service cost and  as a d ecrease in the 
fund ed  status o f the P ension P lan.  This am ount w ill b e 
am ortized  over a 12-year p eriod  rep resenting  averag e 
rem aining  service lives o f em p loyees.  

Actuarial Determination of E xp ense:  P ension and  P B O P  
exp ense consists o f the service cost and  p rior service 
cost d eterm ined  by actuaries, the interest cost b ased  o n 
the d iscounting  o f the o b lig ations and  the am ortization 
o f the net transition o b lig ation, o _ set by the exp ected  
return o n p lan assets.  P ension and  P B O P  exp ense also  
includ es am ortization o f actuarial g ains and  losses, w hich 
rep resent d i_ erences b etw een assum p tions and  actual o r 
up d ated  inform ation.  

The exp ected  return o n p lan assets is calculated  by 
ap p lying  the assum ed  rate o f return to  a fo ur-year rolling  
averag e o f p lan asset fair values, w hich red uces year-to -
year volatility.  This calculation recog nizes investm ent 
g ains o r lo sses over a fo ur-year p eriod  from  the year 
in w hich they o ccur.  Investm ent g ains o r lo sses for 
this p urp ose are the d i_ erence b etw een the calculated  
exp ected  return and  the actual return b ased  o n the 
chang e in the fair value o f assets d uring  the year.  A s 
investm ent g ains and  losses are reflected  in the averag e 
p lan asset fair values, they are sub ject to  am ortization 
w ith o ther unrecog nized  g ains/losses.  U nrecog nized  
g ains/losses are am ortized  as a co m p onent o f p ension 
and  P B O P  exp ense over ap p roxim ately 12 years, w hich 
is the averag e future service p eriod  o f the em p loyees at 
D ecem b er 31, 20 0 8.

SE R P :  N U  has m aintained  a SE R P  since 19 87.  The 
SE R P  p rovid es its elig ib le p articip ants w ho  are o f cers 
o f N U  w ith b enefits that w ould  have b een p rovid ed  
to  them  und er N U ’s retirem ent p lan if certain Internal 
R evenue C od e and  o ther lim itations w ere not im p osed .  
N U  allocates net p eriod ic SE R P  b enefit costs to  its 
sub sid iaries b ased  up on actuarial calculations by 
p articip ant.

A lthoug h the com p any m aintains a trust to  sup p ort the 
SE R P  w ith m arketab le securities held  in the sup p lem ental 
b enefit trust, the p lan itself d oes not contain any 
assets.  F o r inform ation reg ard ing  the investm ents in the 
sup p lem ental b enefit trust that are used  to  sup p ort the 
SE R P  liab ility, see N ote 9  “M arketab le Securities,” to  the 
co nsolid ated  financial statem ents.  
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P B OP  P lan:  N U  p rovid es certain retiree health care b enefits, p rim arily m ed ical and  
d ental, and  life insurance b enefits throug h a P B O P  P lan.  These b enefits are availab le for 
em p loyees retiring  from  N U  w ho  have m et sp ecified  service req uirem ents.  F o r current 
em p loyees and  certain retirees, the total b enefit is lim ited  to  tw o  tim es the 19 93 p er 
retiree health care cost.  These costs are charg ed  to  exp ense over the estim ated  w ork 
life o f the em p loyee.  N U  uses a D ecem b er 31st m easurem ent d ate for the P B O P  P lan.

N U  annually fund s p ostretirem ent costs throug h external trusts w ith am ounts that have 
b een and  w ill continue to  b e recovered  in rates and  that are tax d ed uctib le. 

N U  allocates net p eriod ic p ostretirem ent b enefits exp ense to  its sub sid iaries b ased  
on the actual p articip ant d em og rap hic d ata for each sub sid iary’s p articip ants.  B enefit 
p aym ents to  p articip ants and  contrib utions are also  tracked  for each sub sid iary.  The 
actual investm ent return for the trust each year is allocated  to  each of the sub sid iaries in 
p rop ortion to  the investm ent return exp ected  to  b e earned  d uring  the year.  

P B OP  Curtailments and Termination B enefi ts:  N U  record ed  an estim ated  p re-tax 
curtailm ent exp ense in 20 0 5 relating  to  its co rp orate reorg anization.  N U  also  accrued  
a p re-tax term ination b enefit in 20 0 5 relating  to  certain b enefits p rovid ed  und er 
the term s o f the P B O P  P lan.  B ased  o n refinem ents to  its estim ates, N U  record ed  
an ad justm ent to  the curtailm ent and  related  term ination b enefits in   20 0 6.  This 
ad justm ent resulted  in a p re-cap italization, p re-tax red uction in the curtailm ent exp ense 
o f $2.2 m illion and  an increase to  term ination b enefits o f $0 .3 m illion in 20 0 6.

The follow ing  tab le rep resents inform ation o n the b enefit o b lig ations for N U ’s p lans, fair 
values o f p lan assets, and  fund ed  status:

 

 At Decemb er 31,

    P ostretirement 
 P ension B enefi ts SE R P  B enefi ts B enefi ts

(Millions of Dollars) 20 0 8  20 0 7 20 0 8  20 0 7 20 0 8  20 0 7

C h a ng e in b enefi t ob lig a tion   
  B enefi t ob lig a tion a t b eg inning  of y ea r $ (2,256.9 ) $ (2,334.6 ) $ (32.1 ) $ (34.0  ) $ (459.6 ) $ (469.9 )
  S erv ice cos t  (43.9 )  (47.0  )  (0 .7 )  (0 .8  )  (7.1 )  (7.4 )
  Interes t cos t  (144.0  )  (136.4 )  (2.0  )  (1.9 )  (28 .3 )  (25.7 )
  Actu a ria l g a in/(los s )  19.5   178 .4   (1.7 )  2.6   20 .2   3.3
  Prior s erv ice cos t  -   (40 .0  )  -   -   -   -
  F ed era l s u b s id y  on b enefi ts  p a id   -   -   -   -   (3.4 )  (3.8  )
  B enefi ts  p a id  - ex clu d ing  lu mp  s u m p a y ments   127.1   122.2   2.3   2.0    42.2   43.9
  B enefi ts  p a id  - lu mp  s u m p a y ments   0 .5   0 .2   -   -   -   -
  T ermina tion b enefi ts   -   0 .3   -   -   -   -

B enefi t ob lig a tion a t end  of y ea r $ (2,297.7 ) $ (2,256.9 ) $ (34.2 ) $ (32.1 ) $ (436.0  ) $ (459.6 )

C h a ng e in p la n a s s ets         
  F a ir v a lu e of p la n a s s ets  a t b eg inning  of y ea r $ 2,459.4  $ 2,356.2  $ N/A   $ N/A   $ 278 .1  $ 266.6
  Actu a l retu rn on p la n a s s ets   (775.0  )  225.6   N/A    N/A    (8 0 .1 )  14.4
  E mp loy er contrib u tion  -   -   N/A    N/A    39.8    41.0
  B enefi ts  p a id  - ex clu d ing  lu mp  s u m p a y ments   (127.1 )  (122.2 )  N/A    N/A    (42.2 )  (43.9 )
  B enefi ts  p a id  - lu mp  s u m p a y ments   (0 .5 )  (0 .2 )  N/A    N/A    -    - 

F a ir v a lu e of p la n a s s ets  a t end  of y ea r $ 1,556.8   $ 2,459.4   N/A    N/A   $ 195.6  $ 278 .1

F u nd ed  s ta tu s  a t D ecemb er 31s t $ (740 .9 ) $ 20 2.5  $ (34.2 ) $ (32.1 ) $ (240 .4 ) $ (18 1.5 )
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The am ounts recog nized  o n the accom p anying  consolid ated  b alance sheets for the fund ed  status ab ove at D ecem b er 31, 20 0 8  and  20 0 7 is as fo llow s:

 At Decemb er 31,

   P ostretirement  
 P ension B enefi ts SE R P  B enefi ts B enefi ts

(Millions of Dollars) 20 0 8  20 0 7 20 0 8  20 0 7 20 0 8  20 0 7

(Accru ed )/p rep a id  p ens ion $(740 .9)  $20 2.5 $ -   $ -   $ -   $ - 
O th er cu rrent lia b ilities   -   -   (2.3 )  (2.4 )  -     - 
O th er d eferred  cred its  a nd  oth er lia b ilities   -   -    (31.9 )  (29.7 )  -     - 
Accru ed  p os tretirement b enefi ts   -   -   -    -    (240 .4 )  (18 1.5 )

For the P ension P lan, the com p any am ortizes its transition o b lig ation over the rem aining  service lives o f its em p loyees as calculated  o n an  ind ivid ual sub sid iary b asis and  
am ortizes the p rior service cost and  unrecog nized  net actuarial g ain/(loss) over the rem aining  service lives o f its em p loyees as calculated  o n an  N U  co nsolid ated  b asis.  F o r the 
P B O P  P lan, the com p any am ortizes its transition o b lig ation, p rior service cost, and  unrecog nized  net actuarial g ain/(loss) over the rem aining  service lives o f its em p loyees as 
calculated  o n an  ind ivid ual o p erating  com p any b asis.

The accum ulated  b enefit o b lig ation for the P ension P lan w as $2 b illion at D ecem b er 31, 20 0 8  and  20 0 7 and  w as $32.1 m illion and  $30 .2 m illion for the SE R P  at D ecem b er 31, 20 0 8  
and  20 0 7, resp ectively.

The follow ing  is a sum m ary o f am ounts record ed  as reg ulatory assets as a result o f SFA S  N o. 158  at D ecem b er 31, 20 0 8  and  20 0 7 and  the chang es in those am ounts record ed  
d uring  the years:

 At Decemb er 31,

 P ension  SE R P   P B OP

(Millions of Dollars) 20 0 8  20 0 7 20 0 8  20 0 7 20 0 8  20 0 7

T ra ns ition ob lig a tion a t b eg inning  of y ea r $     0 .5  $     0 .7  $     -  $     -   $   56.6  $   67.9

Amou nts  recla s s ifi ed  a s  net p eriod ic b enefi t ex p ens e (0 .2 ) (0 .2 ) -  -   (11.3 ) (11.3 )

T ra ns ition ob lig a tion a t end  of y ea r $     0 .3  $     0 .5  $     -  $     -  $   45.3  $   56.6

Prior s erv ice cos t a t b eg inning  of y ea r $   67.2  $   38 .1  $ 0 .5  $ 0 .6  $ (3.6 ) $    (3.9 )

Amou nts  recla s s ifi ed  a s  net p eriod ic b enefi t (ex p ens e)/income (9.6 ) (8 .6 ) (0 .1 ) (0 .1 )  0 .3  0 .3

Prior s erv ice cos t a ris ing  d u ring  th e y ea r 0 .2  37.7  -  -   -   - 

Prior s erv ice cos t a t end  of y ea r $   57.8   $   67.2  $ 0 .4  $ 0 .5  $ (3.3 ) $    (3.6 )

Net a ctu a ria l (g a ins )/los s es  a t b eg inning  of y ea r $  (24.2 ) $ 18 4.7  $ 1.8   $ 5.0   $ 10 2.6  $ 114.3

Amou nts  recla s s ifi ed  a s  net p eriod ic b enefi t ex p ens e (5.6 ) (19.9 ) (0 .2 ) (0 .6 )  (10 .4 ) (12.0  )

Actu a ria l los s es /(g a ins ) a ris ing  d u ring  th e y ea r 8 97.0   (18 9.0  ) 1.6  (2.6 )  77.8   0 .3

Actu a ria l los s es /(g a ins ) a t end  of y ea r $ 8 67.2  $  (24.2 ) $ 3.2  $ 1.8   $ 170 .0   $ 10 2.6

T ota l d eferred  b enefi t cos ts  a s  reg u la tory  a s s ets  $ 925.3  $   43.5  $ 3.6  $ 2.3  $ 212.0   $ 155.6
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The estim ates o f the ab ove am ounts that are exp ected  to  b e recog nized  as p o rtions o f 

net p eriod ic b enefit exp ense in 20 0 9  are as fo llow s: 

 E stimated E xp ense in 20 0 9

(Millions of Dollars) P ension SE R P  P B OP

T ra ns ition ob lig a tion $  0 .3 $   -  $11.3 
Prior s erv ice cos t 9.5 0 .1 0 .3 
Net a ctu a ria l los s  20 .6 0 .5 9.8

T ota l  $30 .4 $0 .6 $21.4

The follow ing  is a sum m ary o f am ounts record ed  in accum ulated  o ther com p rehensive 
incom e, as a result o f SFA S  N o. 158  at D ecem b er 31, 20 0 8  and  20 0 7 and  the chang es in 
those am ounts record ed  to  o ther com p rehensive incom e:

                                                                                At Decemb er 31,

 P ension SE R P  P B OP

(Millions of Dollars) 20 0 8  20 0 7 20 0 8  20 0 7 20 0 8  20 0 7

T ra ns ition ob lig a tion  
  a t b eg inning  of y ea r  $      -   $      -   $    -  $    -  $1.2  $1.5
Amou nts  recla s s ifi ed   
  a s  net p eriod ic  
  b enefi t ex p ens e -  -  -  -  (0 .3 ) (0 .3 )

T ra ns ition ob lig a tion  
  a t end  of y ea r $       -   $      -   $    -  $    -  $0 .9  $1.2

Prior s erv ice cos t a t  
  b eg inning  of y ea r $   2.7  $   0 .6  $    -  $    -  $   -  $    -
Amou nts  recla s s ifi ed   
  a s  net p eriod ic  
  b enefi t ex p ens e (0 .3 ) (0 .2 ) -  -  -  -
Prior s erv ice (cred it)/cos t  
  a ris ing  d u ring  th e y ea r (0 .3 ) 2.3  -  -  -  -

Prior s erv ice cos t a t end   
  of y ea r $   2.1  $   2.7  $    -  $   -  $    -  $    -

Net a ctu a ria l  
  (g a ins )/los s es  a t  
  b eg inning  of y ea r $(17.4 ) $   2.6  $0 .2  $0 .3  $5.5  $5.5
Amou nts  recla s s ifi ed  a s   
  net p eriod ic b enefi t  
  income/(ex p ens e) 0 .9  (0 .2 ) -  -  (0 .2 ) (0 .3 ) 
Actu a ria l los s es /(g a ins )  
  a ris ing  d u ring  th e y ea r 58 .9  (19.8  ) (0 .1 ) (0 .1 ) 3.5  0 .3

Actu a ria l los s es /(g a ins )  
  a t end  of y ea r $ 42.4  $(17.4 ) $0 .1  $0 .2  $8 .8   $5.5

T ota l Pens ion, S E R P a nd   
  PB O P in a ccu mu la ted   
  oth er comp reh ens iv e  
  income $44.5  $(14.7 ) $0 .1  $0 .2  $9.7  $6.7

The estim ates o f the ab ove am ounts that are exp ected  to  b e recog nized  as p o rtions o f 

net p eriod ic b enefit exp ense in 20 0 9  are as fo llow s:

 E stimated E xp ense in 20 0 9

(Millions of Dollars) P ension SE R P  P B OP

T ra ns ition ob lig a tion $   -  $-  $0 .2 
Prior s erv ice cos t 0 .3 -  -  
Net a ctu a ria l los s  -  -  0 .2

T ota l $0 .3 $-  $0 .4

For further inform ation, see N ote 13, “A ccum ulated  O ther C om p rehensive Incom e/

(Loss),” to  the co nsolid ated  financial statem ents.  

The fo llow ing  actuarial assum p tions w ere used  in calculating  the p lans’ year end  fund ed  

status:

                                                                                           At Decemb er 31,  

 P ension B enefi ts P ostretirement  

 and SE R P  B enefi ts 

B alance Sheets 20 0 8  20 0 7 20 0 8  20 0 7

D is cou nt ra te 6.8 9% 6.60 % 6.90 % 6.35%
C omp ens a tion/p rog res s ion ra te 4.0 0 % 4.0 0 % N/A  N/A  
H ea lth  ca re cos t trend  ra te N/A  N/A  8 .0 0 % 8 .50 %

The com p onents o f net p eriod ic b enefit exp ense/(incom e) are as fo llow s:

 For the Years E nded Decemb er 31,

   P ostretirement  

 P ension B enefi ts SE R P  B enefi ts B enefi ts

(Millions of Dollars) 20 0 8 20 0 7 20 0 6  20 0 8 20 0 7 20 0 6  20 0 8 20 0 7 20 0 6

S erv ice cos t $43.9 $47.0  $49.4 $0 .7 $0 .8  $1.1 $  7.1 $  7.4 $  8 .3

Interes t cos t 144.0  136.4 129.7 2.0  1.9 1.9 28 .3 25.7 27.3

E x p ected  retu rn on  

  p la n a s s ets  (20 0 .2) (195.2) (174.0 ) -  -  -  (21.1) (18 .2) (14.0 )

Net tra ns ition ob lig a tion  

  cos t/(a s s et) 0 .2 0 .2 (0 .1) -  -  -  11.6 11.6 11.6

Prior s erv ice cos t/(cred it) 9.9 8 .9 6.6 0 .1 0 .2 0 .2 (0 .3) (0 .3) (0 .3)

Actu a ria l los s  4.6 20 .1 41.1 0 .3 0 .7 0 .9 10 .6 12.2 17.8

Net p eriod ic ex p ens e - b efore 

  cu rta ilments  a nd  termina tion  

  (b enefi ts )/ex p ens e 2.4 17.4 52.7 3.1 3.6 4.1 36.2 38 .4 50 .7

C u rta ilment b enefi ts   -  -  (4.8 ) -  -  -  -  -  (2.2)

T ermina tion  

  (b enefi ts )/ex p ens e -  (0 .3) 2.3 -  -  -  -  -  0 .3

T ota l cu rta ilments  a nd   

  termina tion b enefi ts   -  (0 .3) (2.5) -  -  -  -  -  (1.9)

T ota l - net p eriod ic ex p ens e $  2.4 $17.1 $50 .2 $3.1 $3.6 $4.1 $36.2 $38 .4 $48 .8
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The follow ing  assum p tions w ere used  to  calculate p ension and  p ostretirem ent b enefit 

exp ense and  incom e am ounts:

             For the Years E nded Decemb er 31, 

 P ension B enefi ts P ostretirement  

 and SE R P   B enefi ts

Statements of Income 20 0 8  20 0 7 20 0 6  20 0 8  20 0 7 20 0 6

D is cou nt ra te 6.60 % 5.95%(1) 5.8 0 % 6.35% 5.8 0 % 5.65%
E x p ected  long -term 
  ra te of retu rn 8 .75% 8 .75% 8 .75% N/A  N/A  N/A  
C omp ens a tion/p rog res s ion  
  ra te 4.0 0 % 4.0 0 % 4.0 0 % N/A  N/A N/A  
E x p ected  long -term ra te  
  of retu rn - 
  H ea lth  a s s ets , net of ta x  N/A  N/A  N/A  6.8 5% 6.8 5% 6.8 5%
  L ife a s s ets  a nd  non-ta x a b le  
  h ea lth  a s s ets  N/A  N/A  N/A  8 .75% 8 .75% 8 .75%

(1) The 20 0 7 d iscount rate for the SE R P  w as 5.9  p ercent.

The follow ing  tab le rep resents the P B O P  assum ed  health care cost trend  rate for the 

next year and  the assum ed  ultim ate trend  rate:

                                                                                                Year Follow ing Decemb er 31,

 20 0 8  20 0 7

H ea lth  ca re cos t trend  ra te a s s u med  for nex t y ea r 8 .0 0 % 8 .50 %
R a te to w h ich  h ea lth  ca re cos t trend  ra te is  a s s u med   
  to d ecline (th e u ltima te trend  ra te) 5.0 0 % 5.0 0 %
Y ea r th a t th e ra te rea ch es  th e u ltima te trend  ra te 20 15 20 15

A ssum ed  health care cost trend  rates have a sig nificant e_ ect o n the am ounts rep orted  

for the health care p lans.  The e_ ect o f chang ing  the assum ed  health care cost trend  

rate by o ne p ercentag e p oint in each year w ould  have the follow ing  e_ ects:

 One P ercentage One P ercentage

(Millions of Dollars) P oint Increase P oint Decrease

E ffect on tota l s erv ice a nd  interes t  
  cos t comp onents  $  1.0  $  (0 .8 ) 
E ffect on p os tretirement b enefi t ob lig a tion 11.4 (10 .0 )

N U ’s investm ent strateg y for its P ension P lan and  P B O P  P lan is to  m axim ize the 

long -term  rate o f return o n those p lans’ assets w ithin an accep tab le level o f risk.  The 

investm ent strateg y estab lishes targ et allocations, w hich are routinely review ed  and  

p eriod ically reb alanced .  N U ’s exp ected  long -term  rates o f return o n P ension P lan 

assets and  P B O P  P lan assets are b ased  o n these targ et asset allocation assum p tions 

and  related  exp ected  long -term  rates o f return.  In  d evelop ing  its exp ected  long -term  

rate o f return assum p tions for the P ension P lan and  the P B O P  P lan, N U  also  evaluated  

inp ut from  actuaries and  consultants, as w ell as lo ng -term  inflation assum p tions and  

N U ’s historical 25-year com p ound ed  return o f over 11 p ercent.  The P ension P lan’s and  

P B O P  P lan’s targ et asset allocation assum p tions and  exp ected  long -term  rate o f return 

assum p tions by asset categ ory are as fo llow s:

                                                                                     At Decemb er 31, 

  P ostretirement 

 P ension B enefi ts B enefi ts 

 20 0 8  and 20 0 7 20 0 8  and 20 0 7

 Target Assumed Target Assumed  

 Asset  R ate Asset R ate 

 Allocation of R eturn Allocation of R eturn

E q u ity  S ecu rities :     

  U nited  S ta tes    40 % 9.25% 55% 9.25%

  Non-U nited  S ta tes  17% 9.25% 11% 9.25%

  E merg ing  ma rk ets  5% 10 .25% 2% 10 .25%

  Priv a te 8 % 14.25% -    -  

D eb t S ecu rities :     

  F ix ed  income 25% 5.50 % 27% 5.50 %

  H ig h  y ield  fi x ed  income -  -  5% 7.50 %

R ea l E s ta te 5% 7.50 % -    - 

The actual asset allocations at D ecem b er 31, 20 0 8  and  20 0 7 ap p roxim ated  these 

targ et asset allocations.  The p lans’ actual w eig hted -averag e asset allocations by asset 

categ ory are as fo llow s: 

             At Decemb er 31,

  P ostretirement 

 P ension B enefi ts B enefi ts

 20 0 8  20 0 7 20 0 8  20 0 7

E q u ity  S ecu rities :     
  U nited  S ta tes    34% 40 % 57% 55%
  Non-U nited  S ta tes  16% 17% 12% 14%
  E merg ing  ma rk ets  4% 5% 1% 1%
  Priv a te 11% 7% -   -     
D eb t S ecu rities :     
  F ix ed  income 29% 26% 29% 29%
  H ig h  y ield  fi x ed  income -    -     1% 1%
R ea l E s ta te 6% 5% -    -      

T ota ls  10 0 % 10 0 % 10 0 % 10 0 %

E stimated F uture B enefi t P ayments:  The fo llow ing  b enefit p aym ents, w hich reflect 

exp ected  future service, are exp ected  to  b e p aid /(received ) for the P ension, SE R P  and  

P B O P  P lans:

 P ension SE R P  P ostretirement G overment

(Millions of Dollars) B enefi ts B enefi ts B enefi ts B enefi ts

20 0 9 $124.1 $2.3 $43.2 $(3.9) 
20 10  128 .9 2.5 43.9 (4.2) 
20 11 132.4 2.7 44.2 (4.6) 
20 12 136.0  2.9 44.3 (5.0 ) 
20 13 140 .8  3.1 44.6 (5.3) 
20 14-20 18  8 0 5.1 17.4 224.8  (31.3)

The g overnm ent b enefits rep resent am ounts exp ected  to  b e received  from  the fed eral 

g overnm ent for the new  M ed icare p rescrip tion d rug  b enefit und er the P B O P  P lan 

related  to  the co rresp ond ing  year’s b enefit p aym ents.
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Contrib utions:  C urrently, N U ’s p olicy is to  annually 
fund  the P ension P lan in an  am ount at least eq ual to  
an  am ount that w ill satisfy the req uirem ents o f the 
E m p loyee R etirem ent Incom e Security A ct and  Internal 
R evenue C od e.  N U ’s P ension P lan has historically b een 
w ell fund ed , and  a co ntrib ution has not b een req uired  to  
b e m ad e to  the p lan since 19 9 1.  D ue to  the und erfund ed  
b alance at D ecem b er 31, 20 0 8, N U  is req uired  to  m ake 
a co ntrib ution to  the p lan o f ap p roxim ately $ 150  m illion 
to  m eet current m inim um  fund ing  req uirem ents.  This 
contrib ution w ould  b e p aid  just p rior to  the 20 0 9  fed eral 
incom e tax return filing  in 20 10 .      

For the P B O P  P lan, it is currently N U ’s p olicy to  annually 
fund  an am ount eq ual to  the P B O P  P lan’s p ostretirem ent 
b enefit cost, exclud ing  curtailm ent and  term ination 
b enefits.  N U  contrib uted  $36.2 m illion for the year end ed  
D ecem b er 31, 20 0 8  to  fund  the P B O P  P lan and  exp ects 
to  m ake $37.3 m illion in contrib utions to  the P B O P  P lan 
in 20 0 9.  B eg inning  in 20 0 7, N U  m ad e an ad d itional 
contrib ution to  the P B O P  P lan for the am ounts received  
from  the fed eral M ed icare sub sid y.  This am ount w as $3.7 
m illion in 20 0 8  and  is estim ated  to  b e $3.4  m illion in 20 0 9.  

B . Defi ned Contrib ution P lans
N U  m aintains a 4 0 1(k) Saving s P lan for sub stantially all 
N U  em p loyees.  This saving s p lan p rovid es for em p loyee 
contrib utions up  to  sp ecified  lim its.  N U  m atches 
em p loyee contrib utions up  to  a m axim um  o f three 
p ercent o f elig ib le com p ensation w ith o ne p ercent in 
cash and  tw o  p ercent in N U  co m m on shares allocated  
from  the E m p loyee Stock O w nership  P lan (E SO P ).  The 
4 0 1(k) m atching  contrib utions o f cash and  N U  co m m on 
shares m ad e by N U  w ere $ 12 m illion in 20 0 8, $ 10 .7 m illion 
in 20 0 7, and  $ 11 m illion in 20 0 6. 

E _ ective o n January 1, 20 0 6, all new ly hired , non-
b arg aining  unit em p loyees, and  e_ ective o n January 1, 
20 0 7 o r as sub ject to  co llective b arg aining  ag reem ents, 
certain new ly hired  b arg aining  unit em p loyees p articip ate 
in a new  p rog ram  und er the 4 0 1(k) saving s p lan called  
the K -V antag e b enefit.  These em p loyees are not elig ib le 
to  p articip ate in the existing  d efined  b enefit P ension P lan.  
In  ad d ition, p articip ants in the P ension P lan at January 1, 
20 0 6 w ere g iven the o p p ortunity to  choose to  b ecom e 
a p articip ant in the K -V antag e b enefit b eg inning  in 20 0 7, 
in w hich case their b enefit und er the P ension P lan w ould  
b e frozen.  N U  m akes contrib utions to  the K -V antag e 
b enefit b ased  o n a p ercentag e o f p articip ants’ elig ib le 
com p ensation, as d efined  by the b enefit d ocum ent.  The 
co ntrib utions m ad e by N U  w ere $2 m illion in 20 0 8, $ 1 
m illion in 20 0 7 and  $0 .1 m illion in 20 0 6.

C. E mp loyee Stock Ow nership  P lan
N U  m aintains an E SO P  for p urp oses o f allocating  shares 
to  em p loyees p articip ating  in N U ’s 4 0 1(k) Saving s P lan.  
U nd er this arrang em ent, N U  issued  unsecured  notes 
d uring  19 9 1 and  19 92 to taling  $250  m illion, the p roceed s 

o f w hich w ere loaned  to  the E SO P  trust (E SO P  N otes) 
for the p urchase o f 10 .8  m illion new ly issued  N U  co m m on 
shares (E SO P  shares).  The E SO P  trust is o b lig ated  to  
m ake p rincip al and  interest p aym ents to  N U  o n  the E SO P  
N otes at the sam e rate that E SO P  shares are allocated  
to  em p loyees.  Throug h D ecem b er 31, 20 0 8, N U  m ad e 
annual contrib utions to  the E SO P  trust eq ual to  the 
E SO P ’s d eb t service, less d ivid end s received  by the E SO P.  
N U ’s contrib utions to  the E SO P  trust totaled  $6 m illion 
in 20 0 8, $4 .2 m illion in 20 0 7 and  $8.2 m illion in 20 0 6.  
Interest exp ense o n the unsecured  notes w as $3.2 m illion 
in 20 0 6.  F o r the years end ed  D ecem b er 31, 20 0 8, 20 0 7 
and  20 0 6, N U  recog nized  $8  m illion, $6.9  m illion and  
$7.4  m illion, resp ectively, o f exp ense related  to  the E SO P, 
exclud ing  the interest exp ense o n the unsecured  notes.  
The $75 m illion Series B  no te w as fully rep aid  in M arch 
20 0 5.  The $ 175 m illion Series A  no te w as fully rep aid  in 
D ecem b er 20 0 6.  A s a result, no  further interest exp ense 
is b eing  incurred  for the E SO P.  

A ll d ivid end s received  by the E SO P  o n unallocated  shares 
w ere used  to  p ay d eb t service throug h D ecem b er 31, 
20 0 6.  D ivid end s o n the E SO P  unallocated  shares are not 
consid ered  d ivid end s for financial rep orting  p urp oses.  
D uring  the first and  second  q uarters o f 20 0 7, N U  p aid  a 
$0 .1875 p er share q uarterly d ivid end .  D uring  the third  
q uarter o f 20 0 7 throug h the second  q uarter o f 20 0 8, 
N U  p aid  a $0 .20  p er share q uarterly d ivid end .  N U  p aid  
a $0 .2125 p er share d ivid end  d uring  the third  and  fourth 
q uarters o f 20 0 8.

In 20 0 8  and  20 0 7, the E SO P  trust allocated  4 69,60 1 
and  363,470  o f N U  co m m on shares, resp ectively, to  
satisfy 4 0 1(k) Saving s P lan o b lig ations to  em p loyees.  
A t D ecem b er 31, 20 0 8  and  20 0 7, total allocated  E SO P  
shares w ere 10 ,130 ,4 0 7 and  9,660 ,80 6, resp ectively, 
and  total unallocated  E SO P  shares w ere 669,778  and  
1,139,379, resp ectively.  The fair m arket value o f the 
unallocated  E SO P  shares at D ecem b er 31, 20 0 8  and  20 0 7 
w as $ 16.1 m illion and  $35.7 m illion, resp ectively.

D. Share-B ased Payments 
N U  m aintains an E m p loyee Share P urchase P lan (E SP P ) 
and  o ther long -term  eq uity-b ased  incentive p lans und er 
the N ortheast U tilities Incentive P lan (Incentive P lan) 
in w hich N U  em p loyees and  o f cers are entitled  to  
p articip ate.  N U  record s com p ensation cost related  to  
these p lans, as ap p licab le, for shares issued  o r so ld  to  
N U  em p loyees and  o f cers.  In  the first q uarter o f 20 0 6, 
N U  ad op ted  SFA S  N o. 123(R ), “Share-B ased  P aym ents,” 
und er the m od ified  p rosp ective m ethod .  A d op tion 
o f SFA S  N o. 123(R ) had  an im m aterial e_ ect o n N U ’s 
consolid ated  financial statem ents and  no  e_ ect o n N U ’s 
E P S.  F o r the years end ed  D ecem b er 31, 20 0 8  and  20 0 7, 
tax exp ense in excess o f co m p ensation cost totaling  $ 1.6 
m illion and  $3.2 m illion, resp ectively, increased  cash flow s 
from  financing  activities.

SFA S  N o. 123(R ) req uires that share-b ased  p aym ents b e 
record ed  using  the fair value-b ased  m ethod  b ased  o n the 
fair value at the d ate o f g rant and  ap p lies to  share-b ased  
com p ensation aw ard s g ranted  o n o r after January 1, 
20 0 6 o r to  aw ard s for w hich the req uisite service p eriod  
has not b een com p leted . 

U nd er SFA S  N o. 123(R ), N U  accounts for its various share-
b ased  p lans as fo llow s: 

For g rants o f restricted  shares and  restricted  share 
units (R SU s), N U  record s com p ensation exp ense over 
the vesting  p eriod  b ased  up on the fair value o f N U ’s 
com m on shares at the d ate o f g rant b ut record s this 
exp ense net o f estim ated  forfeitures. 

D ivid end  eq uivalents o n R SU s are charg ed  to  retained  
earning s, net o f estim ated  forfeitures.

N U  has not g ranted  any stock o p tions since 20 0 2, 
and  no  co m p ensation exp ense has b een record ed .  A ll 
o p tions w ere fully vested  p rior to  January 1, 20 0 6. 

 F o r shares sold  und er the E SP P, an im m aterial am ount 
o f co m p ensation exp ense w as record ed  in the first 
q uarter o f 20 0 6, and  no  co m p ensation exp ense w ill 
b e record ed  in future p eriod s as a result o f a p lan 
am end m ent that w as e_ ective o n Feb ruary 1, 20 0 6.  

Incentive P lan:  U nd er the Incentive P lan, N U  is 
authorized  to  g rant up  to  4 .5 m illion new  shares for 
various typ es o f aw ard s, includ ing  restricted  shares, 
R SU s, p erform ance units and  stock o p tions to  elig ib le 
em p loyees and  b oard  m em b ers.  A t D ecem b er 31, 20 0 8  
and  20 0 7, N U  had  2,70 5,615 and  3,0 55,0 83 o f co m m on 
shares, resp ectively, availab le for issuance und er the 
Incentive P lan.  

R estricted Shares:  N U  has g ranted  restricted  shares under 
the 20 0 2 through 20 0 4  incentive p rogram s that are subject 
to  three-year and  four-year g raded  vesting  schedules.  The 
rem aining  restricted  shares of 6,250 , w ith a p er share and  
total w eighted  average g rant-date fair value of $18.65 and  
$0 .1 m illion, respectively, w ere fully vested  in February 
20 0 8.  The p er share and  total w eighted  average g rant-date 
fair value for restricted  shares vested  w as $14 .14  and  $0 .8  
m illion, respectively, for the year ended  D ecem ber 31, 20 0 7 
and  $14 .52 and  $1.1 m illion, respectively, for the year ended  
D ecem ber 31, 20 0 6.  

The to tal com p ensation cost recog nized  for restricted  
shares w as $ 12 thousand , net o f taxes o f ap p roxim ately 
$8  thousand  for the year end ed  D ecem b er 31, 20 0 8, $58  
thousand , net o f taxes o f ap p roxim ately $39  thousand  for 
the year end ed  D ecem b er 31, 20 0 7, and  $0 .6 m illion, net 
o f taxes o f ap p roxim ately $0 .4  m illion for the year end ed  
D ecem b er 31, 20 0 6.  

R SU s:  N U  has g ranted  R SU s und er the 20 0 4  throug h 
20 0 8  incentive p rog ram s that are sub ject to  three-year 
and  four-year g rad ed  vesting  sched ules for em p loyees, 
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and  o ne-year g rad ed  vesting  sched ules for b oard  m em b ers.  R SU s are p aid  in shares, 

red uced  by am ounts suf cient to  satisfy w ithhold ing s, sub seq uent to  vesting .  A  

sum m ary o f R SU  transactions for the year end ed  D ecem b er 31, 20 0 8  is as fo llow s:

       

      W eighted

   W eighted Total R emaining Average 

   Average G rant-Date Comp ensation R emaining 

  R SU s G rant-Date Fair V alue Cost P eriod 

R SU s  (U nits) Fair V alue (Millions) (Millions) (Years)

O u ts tan d in g  at 

D e c e m b e r 3 1 , 2 0 0 7  8 31,0 0 0  $22.99    

Gra nted  352,48 2 $26.8 2 $9.5   

Is s u ed  (263,422) $21.94 $5.8    

F orfeited  (7,0 69) $25.97 $0 .2  

O u ts tan d in g  at 

D e c e m b e r 3 1 , 2 0 0 8  912,991 $24.75 $22.6 $9.0  2.0

The p er share and  total w eig hted  averag e g rant d ate fair value for R SU s g ranted  w as 

$28.83 and  $9.5 m illion, resp ectively, for the year end ed  D ecem b er 31, 20 0 7 and  $ 19.87 

and  $7.4  m illion, resp ectively, for the year end ed  D ecem b er 31, 20 0 6.  The w eig hted  

averag e g rant-d ate fair value p er share for R SU s issued  w as $ 19.77 and  $ 18.50  for the 

years end ed  D ecem b er 31, 20 0 7 and  20 0 6, resp ectively.  The to tal w eig hted  averag e fair 

value o f R SU s issued  w as $3.2 m illion and  $2.2 m illion for the years end ed  D ecem b er 31, 

20 0 7 and  20 0 6, resp ectively.  

The to tal com p ensation cost recog nized  for R SU s w as $3.9  m illion, net o f taxes o f 

ap p roxim ately $2.6 m illion for the year end ed  D ecem b er 31, 20 0 8, $3.6 m illion, net o f 

taxes o f ap p roxim ately $2.4  m illion for the year end ed  D ecem b er 31, 20 0 7 and  $2.8  

m illion, net o f taxes o f ap p roxim ately $ 1.9  m illion for the year end ed  D ecem b er 31, 20 0 6.

Stock Op tions:  P rior to  20 0 3, N U  g ranted  stock o p tions to  certain em p loyees.  These 

o p tions w ere fully vested  as o f D ecem b er 31, 20 0 5.  The fair value o f each stock o p tion 

g rant w as estim ated  o n the d ate o f g rant using  the B lack-Scholes o p tion p ricing  m od el.   

The w eig hted  averag e rem aining  contractual lives for the o p tions o utstand ing  at 

D ecem b er 31, 20 0 8  is 2.4  years.  A  sum m ary o f stock o p tion transactions is as fo llow s:

 E xercise P rice P er Share 

    Intrinsic 
   W eighted V alue 
 Op tions R ange Average (Millions)

O u ts ta nd ing  a nd   
  ex ercis a b le -  
  D ecemb er 31, 20 0 5 1,122,541  $14.9375-$22.250 0  $18 .448 4 

E x ercis ed  (331,943 )  $18 .3579 $2.0  
F orfeited  a nd  ca ncelled  (18 ,750  )  $20 .8 8 8 5 

O u ts ta nd ing  a nd   
  ex ercis a b le -  
  D ecemb er 31, 20 0 6 771,8 48   $14.9375-$22.250 0  $18 .4245 

E x ercis ed  (372,168  )  $18 .50 0 5 $4.8  
F orfeited  a nd  ca ncelled  (2,50 0  )  $21.0 30 0

O u ts ta nd ing  a nd   
  ex ercis a b le -  
  D ecemb er 31, 20 0 7 397,18 0   $14.9375-$21.0 30 0  $18 .3369 

E x ercis ed  (76,260  )  $16.2473 $0 .6 
F orfeited  a nd  ca ncelled  -   -

O u ts ta nd ing  a nd   
  ex ercis a b le -  
  D ecemb er 31, 20 0 8  320 ,920   $14.9375-$21.0 30 0  $18 .8 335 $1.7

C ash received  for o p tions exercised  d uring  the year end ed  D ecem b er 31, 20 0 8  totaled  

$ 1.2 m illion.  The tax b enefit realized  from  stock o p tions exercised  totaled  $0 .3 m illion  

fo r the year end ed  D ecem b er 31, 20 0 8.  

E mp loyee Share P urchase P lan:  N U  m aintains an E SP P  for all elig ib le em p loyees, w hich 

allow s for N U  co m m on shares to  b e p urchased  by em p loyees at six-m onth intervals 

at 9 5 p ercent o f the closing  m arket p rice o n the last d ay o f each six-m onth p eriod .  

E m p loyees are p erm itted  to  p urchase shares having  a value not exceed ing  25 p ercent o f 

their com p ensation as o f the b eg inning  o f the p urchase p eriod .  The E SP P  q ualifies as a 

no n-com p ensatory p lan und er SFA S  N o. 123(R ), and  no  co m p ensation exp ense w ill b e 

record ed  for E SP P  p urchases.   

D uring  20 0 8  and  20 0 7, em p loyees p urchased  31,250  and  26,4 51 shares, resp ectively, 

at d iscounted  p rices o f $26.4 0  and  $23.90  in 20 0 8  and  $26.27 and  $25.97 in 20 0 7.  A t 

D ecem b er 31, 20 0 8  and  20 0 7, 1,0 10 ,114  and  1,0 4 1,364  shares rem ained  availab le for future 

issuance und er the E SP P, resp ectively.

A n incom e tax rate o f 4 0  p ercent is used  to  estim ate the tax e_ ect o n to tal share-b ased  

p aym ents d eterm ined  und er the fair value-b ased  m ethod  for all aw ard s.

E . Other R etirement B enefi ts

N U  p rovid es b enefits for retirem ent and  o ther b enefits for certain current and  p ast 

com p any o f cers.  The actuarially-d eterm ined  liab ility for these b enefits, w hich 

is includ ed  in d eferred  cred its and  o ther liab ilities - o ther o n the accom p anying  

consolid ated  b alance sheets, w as $4 5.4  m illion and  $4 6.4  m illion at D ecem b er 31, 20 0 8  

and  20 0 7, resp ectively.  D uring  20 0 8, 20 0 7 and  20 0 6, $3.8  m illion, $8.4  m illion and  

$5.6 m illion, resp ectively, w as exp ensed  related  to  these b enefits.  These b enefits are 

accounted  for o n an  accrual b asis and  exp ensed  over the service lives o f the em p loyees 

in accord ance w ith the A ccounting  P rincip les B oard  O p inion (A P B ) N o. 12, “D eferred  

C om p ensation C ontracts.”  
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6. G oodw ill and Other Intangib le Assets 

SFA S  N o. 14 2, “G ood w ill and  O ther Intang ib le A ssets,” 
req uires that g ood w ill and  intang ib le assets d eem ed  to  
have ind efinite useful lives b e review ed  for im p airm ent at 
least annually by ap p lying  a fair value-b ased  test.  N U  uses 
O ctob er 1st as the annual g ood w ill im p airm ent testing  
d ate.  H ow ever, if an event occurs or circum stances chang e 
that w ould  ind icate that g ood w ill m ig ht b e im p aired , 
N U  m anag em ent w ould  test the g ood w ill b etw een the 
annual testing  d ates.  G ood w ill im p airm ent is d eem ed  
to  exist if the net b ook value of a rep orting  unit exceed s 
its estim ated  fair value and  if the im p lied  fair value of 
g ood w ill b ased  on the estim ated  fair value of the rep orting  
unit is less than the carrying  am ount. 

N U ’s rep orting  units are consistent w ith the o p erating  
seg m ents und erlying  the rep ortab le seg m ents id entified  
in N o te 16, “Seg m ent Inform ation,” to  the co nsolid ated  
financial statem ents.  The o nly rep orting  unit that 
m aintains g ood w ill is the Yankee G as rep orting  unit, 
w hich w as classified  und er the reg ulated  com p anies - g as 
rep ortab le seg m ent.  The g o od w ill record ed  related  to  
the acq uisition o f Yankee G as is no t b eing  recovered  from  
the custom ers o f Yankee G as.  The g o od w ill b alance held  
by the Yankee G as rep orting  unit at D ecem b er 31, 20 0 8  
and  20 0 7 is $287.6 m illion.  

N U  co m p leted  its im p airm ent analysis o f the Yankee G as 
g ood w ill b alance as o f O ctob er 1, 20 0 8  and  d eterm ined  
that no  im p airm ent exists.  In  co m p leting  this analysis, 
the fair value o f the rep orting  unit w as estim ated  using  
a d iscounted  cash flow  m ethod olog y and  analyses o f 
co m p arab le com p anies and  transactions.

7. Commitments and Contingencies

A. R egulatory Develop ments and R ate Matters

Connecticut:
CTA and SB C R econciliation:  The C TA  allow s C L& P  
to  recover strand ed  costs, such as securitization costs 
associated  w ith its R R B s, am ortization o f reg ulatory 
assets, and  IP P  over-m arket costs, w hile the SB C  allow s 
C L& P  to  recover certain reg ulatory and  energ y p ub lic 
p olicy costs, such as p ub lic ed ucation o utreach costs, 
hard ship  p rotection costs, transition p eriod  p rop erty 
taxes, and  d isp laced  w orker p rotection costs.

O n M arch 31, 20 0 8, C L& P  filed  w ith the D P U C  its 20 0 7 
C TA  and  SB C  reconciliation, w hich com p ared  C TA  and  
SB C  revenues to  revenue req uirem ents.  F o r the 12 
m o nths end ed  D ecem b er 31, 20 0 7, total C TA  revenues 
exceed ed  C TA  revenue req uirem ents by $26.1 m illion, 
w hich has b een record ed  as a d ecrease to  the C TA  
reg ulatory asset o n the accom p anying  consolid ated  
b alance sheet. For the 12 m o nths end ed  D ecem b er 31, 
20 0 7, the SB C  cost o f service exceed ed  SB C  revenues by 
$39.4  m illion, w hich has b een record ed  as a reg ulatory 
asset o n the accom p anying  consolid ated  b alance sheet.  

O n  D ecem b er 3, 20 0 8, the D P U C  issued  a final d ecision 
in this d ocket that ap p roved  the 20 0 7 C TA  and  SB C  
reconciliations w ith m inor m od ifications.  The d ecision 
referred  to  a p o tential chang e in the C TA  rate e_ ective 
January 1, 20 0 9, w hen new  rates w ere to  b e d eterm ined  
for all C L& P  rate com p onents.  B y letter d ated  D ecem b er 
23, 20 0 8, the D P U C  ap p roved  C L& P ’s recom m end ation 
to  slig htly d ecrease the b ase C TA  rate and  to  estab lish 
a sep arate C TA  refund  cred it b eg inning  January 1, 
20 0 9.  The C TA  refund  cred it is intend ed  to  return to  
custom ers over a tw elve m onth p eriod  a p rojected  20 0 8  
C TA  overrecovery o f $4 6.2 m illion, p lus $ 1.8  m illion 
o f increm ental d istrib ution revenues attrib utab le to  
accelerating  C L& P ’s p reviously allow ed  20 0 9  d istrib ution 
rate increase from  a start d ate o f Feb ruary 1, 20 0 9  to  
January 1, 20 0 9.  The D P U C  also  ap p roved  an increase 
in the SB C  rate to  b ill an ad d itional $ 11.7 m illion in 20 0 9, 
w hich should  enab le C L& P  to  fully recover 20 0 9  SB C  
exp enses p lus exp enses that w ere und errecovered  in 
p rior p eriod s.

P rocurement Fee R ate P roceedings:  C L& P  w as allow ed  
to  co llect a fixed  p rocurem ent fee o f 0 .50  m ills p er 
kilow att-hour (K W H ) from  custom ers that p urchased  
TSO  service from  20 0 4  throug h the end  o f 20 0 6.  O ne 
m ill is eq ual to  o ne tenth o f a cent.  In  p rior years, C L& P  
sub m itted  to  the D P U C  its p rop osed  m ethod olog y to  
calculate the variab le incentive p ortion o f its transition 
service p rocurem ent fee, w hich w as e_ ective throug h 
20 0 6, and  req uested  ap p roval o f the p re-tax $5.8  
m illion 20 0 4  incentive fee.  C L& P  has not record ed  
am ounts related  to  the 20 0 5 o r 20 0 6 p rocurem ent fee 
in earning s.  C L& P  recovered  the $5.8  m illion p re-tax 
am ount, w hich w as record ed  in 20 0 5 earning s throug h 
the C TA  reconciliation p rocess.  O n  January 15, 20 0 9, the 
D P U C  issued  a final d ecision confirm ing  its D ecem b er 
20 0 8  d raft d ecision in this d ocket that reversed  its 
D ecem b er 20 0 5 d raft d ecision and  stated  that C L& P  w as 
not elig ib le for the p rocurem ent incentive com p ensation 
for 20 0 4 .  A  $5.8  m illion p re-tax charg e w as record ed  in 
the 20 0 8  earning s o f C L& P, and  an o b lig ation to  refund  
the $5.8  m illion to  custom ers has b een estab lished  as o f 
D ecem b er 31, 20 0 8.  C L& P  filed  an ap p eal o f this d ecision 
o n Feb ruary 26, 20 0 9.

C2 P rudency Audit:  P ursuant to  the d ecision in C L& P ’s 
20 0 7 rate case, the D P U C  has hired  a consulting  firm  to  
p erform  a p rudency audit of certain costs incurred  in the 
im plem entation of a new  custom er service system  (C 2) at 
C L& P.  The audit b egan on D ecem ber 1, 20 0 8 and  w ill be 
ongoing  through early 20 0 9, w ith a final report to the D P U C  
d ue M arch 31, 20 0 9. The D P U C  has stated  its intentions 
to  open a d ocket to  review  the findings of the audit after 
com pletion.  M anagem ent continues to  b elieve that its C 2 
expenses w ere p rudent and  w ill b e recovered  in rates.

P urchased G as Adjustment: In  20 0 5 and  20 0 6, the D P U C  
issued  d ecisions reg ard ing  Yankee G as’ P G A  clause 

charg es and  req uired  an aud it o f p reviously recovered  
P G A  revenues o f ap p roxim ately $ 11 m illion associated  
w ith unb illed  sales and  revenue ad justm ents for the 
p eriod  o f Sep tem b er 1, 20 0 3 throug h A ug ust 31, 20 0 5.  
O n  June 11, 20 0 8, the D P U C  issued  a final o rd er req uiring  
Yankee G as to  refund  ap p roxim ately $5.8  m illion in 
p revious recoveries to  its custom ers.  The $5.8  m illion 
p re-tax charg e w as record ed  in the 20 0 8  earning s o f 
Yankee G as.  

N ew  H amp shire:
E S and SCR C R econciliation:  O n an annual b asis, P SN H  
files w ith the N H P U C  an E S  and  strand ed  cost recovery 
charg e (SC R C ) reconciliation filing  for the p reced ing  
year.  O n M ay 1, 20 0 8, P SN H  filed  its 20 0 7 E S  and  SC R C  
reconciliation w ith the N H P U C , w hose evaluation includ es 
a p rud ence review  of P SN H ’s g eneration activities.  D uring  
20 0 7, E S  and  SC R C  revenues exceed ed  E S  and  SC R C  
costs by $ 1.4  m illion and  $6.8 m illion, resp ectively, and  
w ere d eferred  as a reg ulatory liab ility to  b e refund ed  to  
custom ers.  O n N ovem b er 19, 20 0 8, P SN H  and  the N H P U C  
Sta_  sub m itted  a settlem ent ag reem ent that resolved  all 
outstand ing  issues.  The N H P U C  issued  an ord er d ated  
January 16, 20 0 9  that accep ted  the settlem ent as filed .  
The settlem ent ag reem ent and  sub seq uent ord er d id  
not have a m aterial ad verse im p act on P SN H ’s financial 
p osition or results of op erations.

Massachusetts:
Transition Cost R econciliation:  O n July 18, 20 0 8, W M E C O  
filed  its 20 0 7 transition cost (TC ) reconciliation w ith 
the D P U , w hich com pared  TC  revenue and  revenue 
requirem ents.  For the tw elve m onths ended  D ecem ber 31, 
20 0 7, total TC  revenues along  w ith carrying  charges 
exceeded  TC  revenue requirem ents by $2.6 m illion, 
w hich has b een recorded  as a regulatory liability on 
the accom panying  consolidated  b alance sheets.  A  
p ublic hearing  and  p rocedural conference w as held  
on N ovem ber 20 , 20 0 8.  O n D ecem ber 22, 20 0 8, the 
M assachusetts A ttorney G eneral filed  testim ony on tw o  
topics, the d eferred  return and  carrying  charges on 
the C apital P roject Scheduling  List and  the recovery of 
N ortheast N uclear C om pany p ension/PB O P  costs.  W M E C O  
filed  rebuttal testim ony on D ecem ber 30 , 20 0 8.  A  hearing  
w as held  January 29, 20 0 9.  The b riefing  p eriod  ended  on 
February 26, 20 0 9.  There is no  tim eline for a D P U  d ecision.  
M anagem ent d oes not expect the outcom e of the D P U ’s 
review  of this filing  to  have a m aterial adverse e_ ect on 
W M E C O ’s financial p osition or results of operations.  

B . E nvironmental Matters  
G eneral:  N U  is sub ject to  environm ental law s and  
reg ulations intend ed  to  m itig ate or rem ove the e_ ect of 
p ast op erations and  im p rove or m aintain the q uality of 
the environm ent.  These law s and  reg ulations req uire the 
rem oval or the rem ed y of the e_ ect on the environm ent 
of the d isp osal or release of certain sp ecified  hazard ous 
sub stances at current and  form er op erating  sites.  A s such, 
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N U  has an active environm ental aud iting  and  training  
p rog ram  and  b elieves that it is sub stantially in com p liance 
w ith all enacted  law s and  reg ulations. 

E nvironm ental reserves are accrued  w hen assessm ents 
ind icate that it is p rob ab le that a liab ility has b een 
incurred  and  an am ount can b e reasonab ly estim ated .  The 
ap p roach used  estim ates the liab ility b ased  on the m ost 
likely action p lan from  a variety of availab le rem ed iation 
op tions, includ ing  no  action req uired  or several d i_ erent 
rem ed ies rang ing  from  estab lishing  institutional controls to  
full site rem ed iation and  m onitoring .

These estim ates are sub jective in nature as they take into  
consid eration several d i_ erent rem ed iation op tions at 
each sp ecific site.  The reliab ility and  p recision of these 
estim ates can b e a_ ected  by several factors, includ ing  new  
inform ation concerning  either the level of contam ination 
at the site, the extent of N U ’s resp onsib ility or the extent 
of rem ed iation req uired , recently enacted  law s and  
reg ulations or a chang e in cost estim ates d ue to  certain 
econom ic factors.

The am ounts record ed  as environm ental liab ilities on the 
consolid ated  b alance sheets rep resent m anag em ent’s 
b est estim ate of the liab ility for environm ental costs, if 
reasonab ly estim ab le, and  take into  consid eration site 
assessm ent and  rem ed iation costs.  B ased  on currently 
availab le inform ation for estim ated  site assessm ent and  
rem ed iation costs at D ecem b er 31, 20 0 8  and  20 0 7, N U  
had  $27.4  m illion and  $25.8  m illion, resp ectively, record ed  
as environm ental reserves.  A  tab le of the activity in these 
reserves at D ecem b er 31, 20 0 8  and  20 0 7 is as follow s:

(Millions of Dollars)  

B a la nce a t D ecemb er 31, 20 0 6  $26.8

Ad d itions    1.2 
Pa y ments    (2.2)

B a la nce a t D ecemb er 31, 20 0 7  25.8

Ad d itions    4.6
Pa y ments    (3.0 )

B a la nce a t D ecemb er 31, 20 0 8   $27.4

O f the 54  sites N U  has currently includ ed  in the 
environm ental reserve, 27 sites are in the rem ed iation or 
long -term  m onitoring  p hase, 22 sites have had  som e level 
of site assessm ents com p leted , and  the rem aining  5 sites 
are in the p relim inary stag es of site assessm ent.

These liab ilities are estim ated  on an und iscounted  b asis 
and  d o  not assum e that any am ounts are recoverab le from  
insurance com p anies or other third  p arties.  N U  has not 
record ed  any p rob ab le recoveries from  third  p arties.  The 
environm ental reserve includ es sites at d i_ erent stag es 
of d iscovery and  rem ed iation and  d oes not includ e any 
unasserted  claim s.

A t D ecem b er 31, 20 0 8, in ad d ition to  the 54  sites, there 

w ere 10  sites for w hich there are unasserted  claim s; 
how ever, any related  site assessm ent or rem ed iation 
costs are not p rob ab le or estim ab le at this tim e.  N U ’s 
environm ental liab ility also  takes into  account recurring  
costs of m anag ing  hazard ous sub stances and  p ollutants, 
m and ated  exp end itures to  rem ed iate p reviously 
contam inated  sites and  any other infreq uent and  non-
recurring  clean up  costs.

H W P  rem ains in the p rocess o f evaluating  ad d itional 
p otential rem ed iation req uirem ents at a river site in 
M assachusetts containing  tar d ep osits associated  w ith 
a m anufactured  g as p lant (M G P ) site, w hich it so ld  to  
H o lyoke G as and  E lectric (H G & E ), a m unicip al electric 
utility, in 19 0 2.  H W P  is at least p artially resp onsib le 
for this site, and  has alread y cond ucted  sub stantial 
investig ative and  rem ed iation activities.  H W P  first 
estab lished  a reserve for this site in 19 9 4 .  A  p re-tax 
charg e o f ap p roxim ately $3 m illion w as record ed  in 20 0 8  
to  reflect the estim ated  cost o f further tar d elineation 
and  site characterization stud ies, as w ell as certain 
rem ed iation costs that are consid ered  to  b e p rob ab le 
and  estim ab le as o f D ecem b er 31, 20 0 8.  The cum ulative 
exp ense record ed  to  this reserve throug h D ecem b er 31, 
20 0 8  w as ap p roxim ately $ 15.9  m illion, o f w hich $ 13.9  
m illion had  b een sp ent, leaving  ap p roxim ately $2 m illion 
in the reserve as o f D ecem b er 31, 20 0 8.  

The M assachusetts D ep artm ent of E nvironm ental 
P rotection (M A  D E P ) issued  a letter on A p ril 3, 20 0 8  
to  H W P  and  H G & E , w hich share resp onsib ility for the 
site, p rovid ing  cond itional authorization for ad d itional 
investig atory and  risk characterization activities and  
p rovid ing  d etailed  com m ents on H W P ’s 20 0 7 rep orts 
and  p rop osals for further investig ations.  M A  D E P  also  
ind icated  that further rem oval of tar in certain areas w as 
necessary p rior to  com m encing  m any of the ad d itional 
stud ies and  evaluation.  This letter rep resents g uid ance 
from  the M A  D E P, rather than m and ates.  H W P  has 
d evelop ed  and  b eg un to  im p lem ent p lans for ad d itional 
investig ations in conform ity w ith M A  D E P ’s g uid ance letter, 
includ ing  estim ated  costs and  sched ules.  These m atters 
are sub ject to  ong oing  d iscussions w ith M A  D E P  and  
H G & E  and  m ay chang e from  tim e to  tim e.

A t this tim e, m anag em ent b elieves that the $2 m illion 
rem aining  in the reserve is at the low  end  of a rang e of 
p rob ab le and  estim ab le costs of ap p roxim ately $2 m illion 
to  $2.7 m illion and  w ill b e suf cient for H W P  to  cond uct 
the ad d itional tar d elineation and  site characterization 
stud ies, evaluate its ap p roach to  this m atter and  cond uct 
certain soft tar rem ed iation.  The ad d itional stud ies are 
exp ected  to  occur throug h 20 0 9.  

There are m any outcom es that could  a_ ect m anag em ent’s 
estim ates and  req uire an increase to  the reserve, or rang e 
of costs, and  a reserve increase w ould  b e reflected  as a 
charg e to  p re-tax earning s.  H ow ever, m anag em ent cannot 
reasonab ly estim ate the rang e of ad d itional investig ation 

and  rem ed iation costs b ecause they w ill d ep end  on, 
am ong  other thing s, the level and  extent of the rem aining  
tar that m ay b e req uired  to  b e rem ed iated , the extent of 
H W P ’s resp onsib ility and  the related  scop e and  tim ing , 
all of w hich are d if cult to  estim ate b ecause of a num b er 
of uncertainties at this tim e.  F urther d evelop m ents m ay 
req uire a m aterial increase to  this reserve. 

H W P ’s share of the rem ed iation costs related  to  this site is 
not recoverab le from  custom ers.

MG P  Sites:  M G P  sites com p rise the larg est p ortion of the 
environm ental liab ilities.  M G P s are sites that m anufactured  
g as from  coal that p rod uced  certain byp rod ucts that m ay 
p ose a risk to  hum an health and  the environm ent.  A t 
D ecem b er 31, 20 0 8  and  20 0 7, $25.4  m illion and  $23.6 
m illion, resp ectively, rep resent am ounts for the site 
assessm ent and  rem ed iation of M G P s.  A t D ecem b er 
31, 20 0 8  and  20 0 7, the 5 larg est M G P  sites com p rise 
ap p roxim ately 63 p ercent and  68 p ercent, resp ectively, of 
the total M G P  environm ental liab ility.

For 7 of the 54  sites that are includ ed  in the com p any’s 
liab ility for environm ental costs, the inform ation know n 
and  nature of the rem ed iation op tions at those sites 
allow  for the com p any to  estim ate the rang e of losses for 
environm ental costs.  A t D ecem b er 31, 20 0 8, $5.1 m illion 
had  b een accrued  as a liab ility for these sites, w hich 
rep resent m anag em ent’s b est estim ates of the liab ilities 
for environm ental costs.  These am ounts are the b est 
estim ates w ithin estim ated  rang es of losses from  zero  
to  $ 11 m illion.  For the 47 rem aining  sites includ ed  in the 
environm ental reserve, d eterm ining  an estim ated  rang e of 
loss is not p ossib le at this tim e. 

CE R CLA Matters:  The fed eral C om p rehensive 
E nvironm ental R esp onse, C om p ensation and  Liab ility 
A ct of 1980  (C E R C LA ) and  its am end m ents or state 
eq uivalents im p ose joint and  several strict liab ilities, 
reg ard less of fault, up on g enerators of hazard ous 
sub stances resulting  in rem oval and  rem ed iation costs 
and  environm ental d am ag es.  Liab ilities und er these law s 
can b e m aterial and  in som e instances m ay b e im p osed  
w ithout reg ard  to  fault or for p ast acts that m ay have b een 
law ful at the tim e they occurred .  O f the 54  sites, 5 are 
sup erfund  sites und er C E R C LA  for w hich the com p any 
has b een notified  that it is a p otentially resp onsib le p arty 
(P R P ) b ut for w hich the site assessm ent and  rem ed iation 
are not b eing  m anag ed  by the com p any.  A t D ecem b er 31, 
20 0 8, a liab ility of $0 .7 m illion accrued  on these sites 
rep resents m anag em ent’s b est estim ate of its p otential 
rem ed iation costs w ith resp ect to  these 5 sup erfund  sites.

It is p o ssib le that new  inform ation o r future 
d evelop m ents could  req uire a reassessm ent o f the 
p o tential exp osure to  related  environm ental m atters.  A s 
this inform ation b ecom es availab le, m anag em ent w ill 
continue to  assess the p otential exp osure and  ad just the 
reserves accord ing ly.  

E nvironmental R ate R ecovery:  P SN H  and  Yankee G as 
have rate recovery m echanism s for environm ental costs.  
C L& P  recovers a certain level of environm ental costs 
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currently in rates b ut d oes not have an environm ental cost recovery tracking  m echanism .  
A ccord ing ly, chang es in C L& P ’s environm ental reserves im p act C L& P ’s earning s.  W M E C O  
d oes not have a sep arate reg ulatory m echanism  to  recover environm ental costs from  its 
custom ers, and  chang es in W M E C O ’s environm ental reserves im p act W M E C O ’s earning s.  
H W P  d oes not have the ab ility to  recover environm ental costs in rates, and  chang es in 
H W P ’s environm ental reserves im p act H W P ’s earning s.

C. Sp ent N uclear Fuel Disp osal Costs 
U nd er the N uclear W aste P olicy A ct of 1982 (the A ct), C L& P  and  W M E C O  m ust p ay the 
U nited  States D ep artm ent of E nerg y (D O E ) for the costs of d isp osal of sp ent nuclear fuel 
and  hig h-level rad ioactive w aste for the p eriod  p rior to  the sale of their ow nership  in the 
M illstone nuclear p ow er stations.  

The D O E  is resp onsib le for the selection and  d evelop m ent of rep ositories for, and  the 
d isp osal of, sp ent nuclear fuel and  hig h-level rad ioactive w aste.  For nuclear fuel used  to  
g enerate electricity p rior to  A p ril 7, 1983 (P rior P eriod  Sp ent N uclear F uel) for C L& P  and  
W M E C O , an accrual has b een record ed  for the full liab ility, and  p aym ent m ust b e m ad e 
by C L& P  and  W M E C O  to  the D O E  p rior to  the first d elivery of sp ent fuel to  the D O E .  
A fter the sale of M illstone, C L& P  and  W M E C O  rem ained  resp onsib le for their share of the 
d isp osal costs associated  w ith the P rior P eriod  Sp ent N uclear F uel.  U ntil such p aym ent to  
the D O E  is m ad e, the outstand ing  liab ility w ill continue to  accrue interest at the 3-m onth 
treasury b ill yield  rate.  A t D ecem b er 31, 20 0 8  and  20 0 7, fees d ue to  the D O E  for the 
d isp osal of P rior P eriod  Sp ent N uclear F uel for the year end ed  D ecem b er 31, 20 0 8  and  
20 0 7, resp ectively, are includ ed  in long -term  d eb t and  w ere $298.6 m illion and  $294 .3 
m illion, resp ectively, includ ing  accum ulated  interest costs of $217.9  m illion and  $212.6 
m illion, resp ectively.

D uring  20 0 4 , W M E C O  estab lished  a trust that hold s m arketab le securities to  fund  
am ounts d ue to  the D O E  for the d isp osal of W M E C O ’s P rior P eriod  Sp ent N uclear 
F uel.  For further inform ation on this trust, see N ote 9, “M arketab le Securities,” to  the 
consolid ated  financial statem ents.

D. Long-Term Contractual Arrangements   
R egulated Comp anies: E stimated F uture Annual R egulated Comp anies Costs:  The 
estim ated  future annual costs o f the reg ulated  com p anies’ sig nificant long -term  
contractual arrang em ents at D ecem b er 31, 20 0 8  are as fo llow s:

(Millions of Dollars) 20 0 9  20 10  20 11 20 12 20 13 Thereafter Totals

V Y NPC  $  30 .3 $  29.6 $  30 .2 $    7.2 $       -  $          -  $     97.3 

S u p p ly /s tra nd ed  cos t contra cts  233.0  222.7 259.6 261.0  252.5 8 34.5 2,0 63.3 

R enew a b le energ y  contra cts  2.8  36.8  64.6 119.0  118 .9 1,667.5 2,0 0 9.6 

Pea k er C fD s  -  5.2 15.0  21.6 20 .8  35.5 98 .1 

Na tu ra l g a s  p rocu rement contra cts  58 .5 58 .3 57.3 50 .5 27.0  122.9 374.5 

W ood , coa l a nd   

  tra ns p orta tion contra cts  141.5 8 7.6 8 2.5 56.1 -  -  367.7 

PNGT S  p ip eline commitments  2.1 2.0  2.0  2.0  2.0  7.9 18 .0  

H y d ro-Q u é b ec s u p p ort  

  commitments  20 .2 20 .5 20 .6 20 .3 19.9 136.5 238 .0  

T ra ns mis s ion s eg ment  

  p roject commitments  18 6.6 156.0  153.4 131.1 48 .0  -  675.1 

Y a nk ee C omp a nies  b illing s  25.7 28 .0  29.7 29.8  29.4 50 .4 193.0  

C lea n a ir p roject  

  commitments  76.3 75.3 36.3 16.4 5.1 -  20 9.4 

V eh icle/eq u ip ment  

  commitments  14.6 1.9 28 .5 -  -  -  45.0

T ota ls  $791.6 $723.9 $779.7 $715.0  $523.6 $2,8 55.2 $6,38 9.0

V Y N P C:  C L& P, P SN H  and  W M E C O  have com m itm ents to  b uy ap p roxim ately 9.5 
p ercent, 4  p ercent and  2.5 p ercent, resp ectively, o f the V erm ont Yankee N uclear P ow er 
C orp oration (V Y N P C ) p lant’s o utp ut throug h M arch 20 12 at a rang e o f fixed  p rices.  The 
to tal cost o f p urchases und er contracts w ith V Y N P C  am ounted  to  $26.5 m illion in 20 0 8, 
$25.6 m illion in 20 0 7 and  $32.2 m illion in 20 0 6.  

Sup p ly/Stranded Cost Contracts:  C L& P, P SN H  and  W M E C O  have entered  into  various 
IP P  contracts that extend  throug h 20 24  for the p urchase o f electricity, includ ing  
p aym ent o b lig ations resulting  from  the b uyd ow n o f electricity p urchase contracts.  
The to tal cost o f p urchases and  o b lig ations und er these contracts am ounted  to  $237.6 
m illion in 20 0 8, $28 1.5 m illion in 20 0 7 and  $331.9  m illion in 20 0 6.  The m ajority o f the 
co ntracts exp ire by 20 14 .  

In  ad d ition, C L& P  and  U I have entered  into  four C fD s for a to tal o f ap p roxim ately 787 
M W  o f cap acity w ith three g eneration p rojects to  b e b uilt o r m o d ified  and  o ne new  
d em and  resp onse p roject.  The C fD s extend  throug h 20 26 and  o b lig ate the utilities to  
p ay the d i_ erence b etw een a set cap acity p rice and  the value that the p rojects receive 
in the ISO -N E  cap acity m arkets.  The co ntracts have term s o f up  to  15  years b eg inning  in 
20 0 9  and  are sub ject to  a sharing  ag reem ent w ith U I, w hereby U I w ill share 20  p ercent 
o f the co sts and  b enefits o f these contracts.  The inform ation in the tab le ab ove includ es 
10 0  p ercent o f the p aym ents p rojected  und er the contracts entered  into  by C L& P  
and  80  p ercent o f the p aym ents p rojected  und er the contracts entered  into  by U I, are 
sub ject to  chang es in cap acity p rices that the p rojects receive in the ISO -N E  cap acity 
m arkets and  C L& P ’s p ortion o f the co sts and  b enefits o f these contracts w ill b e p aid  by 
o r refund ed  to  C L& P ’s custom ers.  

These am ounts d o  no t includ e contractual com m itm ents related  to  C L& P ’s stand ard  
o r last resort service o r W M E C O ’s d efault service, b oth o f w hich rep resent contractual 
com m itm ents that are cond itional up on C L& P  and  W M E C O  custom ers’ use o f energ y, 
and  P SN H ’s short-term  p ow er sup p ly m anag em ent.  

R enew ab le E nergy Contracts:  C L& P  has entered  into  various ag reem ents to  p urchase 
energ y, cap acity and  renew ab le energ y cred its from  renew ab le energ y facilities.  
A m ounts p ayab le und er these contracts are sub ject to  a sharing  ag reem ent w ith U I, 
w hereby U I w ill share ap p roxim ately 20  p ercent o f the co sts and  b enefits o f these 
contracts.  In  ad d ition, U I has entered  into  contracts that are sub ject to  this cost sharing  
ag reem ent und er w hich C L& P  w ill share in ap p roxim ately 80  p ercent o f the co sts and  
b enefits o f the co ntract.  The inform ation in the tab le ab ove includ es 10 0  p ercent o f the 
p aym ents p rojected  und er the contracts entered  into  by C L& P  and  80  p ercent o f the 
p aym ents p rojected  und er the contracts entered  into  by U I.  C L& P ’s p ortion o f the co sts 
and  b enefits o f these contracts w ill b e p aid  by o r refund ed  to  C L& P ’s custom ers.

P eaker CfDs:  In  20 0 8, C L& P  has entered  into  three C fD s w ith d evelop ers o f p eaking  
g eneration units ap p roved  by the D P U C  (P eaker C fD s).  These units w ill have a to tal o f 
ap p roxim ately 50 0  M W  o f p eaking  cap acity.  A s d irected  by the D P U C , C L& P  and  U I 
have entered  into  a sharing  ag reem ent, w hereby C L& P  is resp onsib le for 80  p ercent and  
U I fo r 20  p ercent o f the net costs o r b enefits o f these C fD s.  The P eaker C fD s p ay the 
d evelop er the d i_ erence b etw een cap acity, forw ard  reserve and  energ y m arket revenues 
and  a co st-of-service p aym ent stream  for 30  years.  The inform ation in the tab le ab ove 
includ es 10 0  p ercent o f the estim ated  p aym ents p rojected  und er the contracts, b efore 
reim b ursem ent from  U I und er the sharing  ag reem ent.  The ultim ate cost o r b enefit 
to  C L& P  und er these contracts w ill d ep end  o n the co sts o f p lant construction and  
o p eration and  the p rices that the p rojects receive for cap acity and  o ther p rod ucts in the 
ISO -N E  m arkets.  C L& P ’s p ortion o f the am ounts p aid  o r received  und er the P eaker C fD s 
w ill b e recoverab le from  o r refund ed  to  C L& P ’s custom ers.  

N atural G as P rocurement Contracts:  Yankee G as has entered  into  long -term  contracts 
for the p urchase o f a sp ecified  q uantity o f natural g as in the no rm al course o f b usiness 
as p art o f its p o rtfolio  o f sup p lies to  m eet its actual sales com m itm ents.  These contracts 
extend  throug h 20 22.  The to tal cost o f Yankee G as’ p rocurem ent p ortfolio, includ ing  
these contracts, am ounted  to  $352.5 m illion in 20 0 8, $30 5.3 m illion in 20 0 7 and  $275.1 
m illion in 20 0 6. 75
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W ood, Coal and Transp ortation Contracts:  P SN H  has entered  into  various arrang em ents 
for the p urchase o f w o od , coal and  the transp ortation services for fuel sup p ly for 
its electric g enerating  assets in 20 0 9.  P SN H ’s fuel and  natural g as costs, exclud ing  
em issions allow ances, am ounted  to  ap p roxim ately $ 165.4  m illion in 20 0 8, $ 183.8  m illion 
in 20 0 7 and  $ 14 9.1 m illion in 20 0 6.  

P N G TS P ip eline Commitments:  P SN H  has a co ntract for cap acity o n the P o rtland  
N atural G as Transm ission System  (P N G TS) p ip eline that extend s throug h 20 18.  The co st 
und er this contract am ounted  to  $ 1.5 m illion in 20 0 8, $3.1 m illion in 20 0 7 and  $ 1.4  m illion 
in 20 0 6.  These costs are not recovered  from  P SN H ’s retail custom ers.

H ydro-Q uéb ec Sup p ort Commitments:  A long  w ith o ther N ew  E ng land  utilities, C L& P, 
P SN H  and  W M E C O  have entered  into  ag reem ents to  sup p ort transm ission and  term inal 
facilities that w ere b uilt to  im p ort electricity from  the H yd ro -Q uéb ec system  in C anad a.  
C L& P, P SN H  and  W M E C O  are o b lig ated  to  p ay, over a 30 -year p eriod  end ing  in 20 20 , 
their p rop ortionate shares o f the annual O & M  exp enses and  cap ital costs o f those 
facilities.  The to tal cost o f these ag reem ents am ounted  to  $ 18.3 m illion in 20 0 8, $ 18.8  
m illion in 20 0 7, and  $20 .5 m illion in 20 0 6.  

Transmission Segment P roject Commitments:  These am ounts p rim arily rep resent 
com m itm ents for various services and  m aterials associated  w ith the N E E W S  115  kilovolt 
(K V ) and  34 5 K V  O verhead  p rojects and  the final closeout o f C L& P ’s M id d letow n to  
N o rw alk, G lenb rook C ab les and  Long  Island  R ep lacem ent p roject.  The rem aining  
am ounts are for transm ission p rojects at P SN H  and  W M E C O . 

Yankee Comp anies B illings:  N U  has sig nificant d ecom m issioning  and  p lant closure 
cost o b lig ations to  the Yankee C om p anies.  E ach Yankee C om p any has com p leted  the 
p hysical d ecom m issioning  o f its facility and  is now  eng ag ed  in the lo ng -term  storag e 
o f its sp ent fuel.  The Yankee C om p anies collect d ecom m issioning  and  closure costs 
throug h w holesale, F E R C -ap p roved  rates charg ed  und er p ow er p urchase ag reem ents 
w ith several N ew  E ng land  utilities, includ ing  N U ’s electric utility com p anies.  These 
com p anies in turn recover these costs from  their custom ers throug h state reg ulatory 
com m ission-ap p roved  retail rates.  The tab le o f estim ated  future annual reg ulated  
com p anies costs includ es the estim ated  d ecom m issioning  and  closure costs for C YA P C , 
YA E C  and  M YA P C .

See N ote 7E , “C om m itm ents and  C onting encies - D eferred  C ontractual O b lig ations,” 
to  the co nsolid ated  financial statem ents for inform ation reg ard ing  the collection o f the 
Yankee C om p anies’ d ecom m issioning  costs.

Clean Air P roject Commitments:  These am ounts rep resent com m itm ents for 
eng ineering , p rog ram  m anag em ent services and  m ajor com p onent sup p ly and  
installation associated  w ith P SN H ’s coal-fired  4 4 0  M W  M errim ack Station clean air 
p roject, w hich also  includ es the ad d ition o f a w et scrub b er to  red uce m ercury and  SO 2 
em issions at M errim ack Station U nits 1 and  2.  The to tal cost und er these contracts 
am ounted  to  $20 .5 m illion in 20 0 8, $ 1.9  m illion in 20 0 7 and  $0 .9  m illion in 20 0 6.

V ehicle/E q uip ment Commitments: The reg ulated  com p anies have rem aining  o b lig ations 
und er m aster lease ag reem ents that w ere term inated  by the lessor in N ovem b er 20 0 8.  
A s a result o f the term ination, in accord ance w ith the lease ag reem ents, rem aining  

vehicle/eq uip m ent b alances o f $4 5 m illion are req uired  to  b e p aid  by January 20 11.  A t 

the end  o f the lease, the lessee com p any w ill either p urchase the vehicle/eq uip m ent o r 

sell it at auction w ith the b alances p aid  to  the lessor. 

N U  E nterp rises:  E stimated F uture Annual N U  E nterp rises Costs:  The estim ated  future 

annual costs o f N U  E nterp rises’ sig nificant contractual arrang em ents are as fo llow s:

(Millions of Dollars) 20 0 9  20 10  20 11 20 12 20 13 Thereafter Totals

S elect E nerg y  p u rch a s e  
  a g reements  $40 .3 $41.9 $42.9 $38 .8  $44.7 $-  $20 8 .6

Select E nergy P urchase Agreements:  S elect E nerg y m aintains long -term  ag reem ents 
to  p urchase energ y as p art o f its p o rtfolio  o f resources to  m eet its actual o r exp ected  
sales com m itm ents.  M o st p urchase com m itm ents are record ed  at their m ark-to -m arket 

value w ith the excep tion o f o ne no n-d erivative contract, w hich is accounted  for o n the 
accrual b asis.  

S elect E nerg y’s p urchase com m itm ent am ounts are rep orted  o n a net b asis in fuel, 
p urchased  and  net interchang e p ow er along  w ith certain sales contracts and  m ark-
to -m arket am ounts.  A ccord ing ly, the am ount includ ed  in fuel, p urchased  and  net 

interchang e p ow er w ill b e less than the am ounts includ ed  in the tab le ab ove.  S elect 

E nerg y also  m aintains certain energ y com m itm ents w hose m ark-to -m arket values have 
b een record ed  o n the co nsolid ated  b alance sheets as d erivative assets and  liab ilities.  
These contracts are includ ed  in the tab le ab ove.  

The am ount and  tim ing  o f the co sts associated  w ith Select E nerg y’s p urchase 

ag reem ents could  b e im p acted  by the exit from  the N U  E nterp rises’ b usinesses.

E . Deferred Contractual Ob ligations 

N U  has d ecom m issioning  and  p lant closure cost o b lig ations to  the Yankee C om p anies, 

w hich have each com p leted  the p hysical d ecom m issioning  o f their resp ective nuclear 
facilities and  are now  eng ag ed  in the lo ng -term  storag e o f their sp ent fuel.  The Yankee 
C om p anies collect d ecom m issioning  and  closure costs throug h w holesale, F E R C -
ap p roved  rates charg ed  und er p ow er p urchase ag reem ents w ith several N ew  E ng land  

utilities, includ ing  N U ’s electric utility com p anies.  These com p anies recover these costs 

throug h state reg ulatory com m ission-ap p roved  retail rates.  

N U ’s p ercentag e share o f the o b lig ation to  sup p ort the Yankee C om p anies und er F E R C -

ap p roved  rate tari_ s is the sam e as the ow nership  p ercentag es.  F o r further inform ation 

o n the ow nership  p ercentag es, see N ote 1J, “Sum m ary o f Sig nificant A ccounting  P olicies 

- E q uity M ethod  Investm ents,” to  the co nsolid ated  financial statem ents.

C YA P C , YA E C  and  M YA P C  are currently collecting  am ounts that N U  b elieves are 
ad eq uate to  recover the rem aining  d ecom m issioning  and  closure cost estim ates for 

the resp ective p lants.  N U  b elieves C L& P  and  W M E C O  w ill recover their shares o f these 

d ecom m issioning  and  closure o b lig ations from  their custom ers.  P SN H  has recovered  its 

share o f these costs from  its custom ers.

Sp ent N uclear F uel L itigation:  In  19 9 8, C YA P C , YA E C  and  M YA P C  filed  sep arate 

com p laints ag ainst the D O E  in the C o urt o f Fed eral C laim s seeking  m onetary d am ag es 

resulting  from  the D O E ’s failure to  b eg in accep ting  sp ent nuclear fuel for d isp osal by 

January 31, 19 9 8  p ursuant to  the term s o f the 19 83 sp ent fuel and  hig h level w aste 

d isp osal contracts b etw een the Yankee C om p anies and  the D O E .  In  a ruling  released  

o n O ctob er 4 , 20 0 6, the C ourt o f Fed eral C laim s held  that the D O E  w as liab le for 

d am ag es to  C YA P C  for $34 .2 m illion throug h 20 0 1, YA E C  for $32.9  m illion throug h 20 0 1 

and  M YA P C  for $75.8  m illion throug h 20 0 2.  In  D ecem b er 20 0 7, the Yankee C om p anies 

filed  law suits ag ainst the D O E  seeking  recovery o f actual d am ag es incurred  in the years 

follow ing  20 0 1/20 0 2.  

In  D ecem b er 20 0 6, the D O E  ap p ealed  the ruling , and  the Yankee C om p anies filed  a 

cross-ap p eal.  The C o urt o f A p p eals issued  its d ecision o n A ug ust 7, 20 0 8, e_ ectively 

ag reeing  w ith the trial court’s find ing s as to  the liab ility o f the D O E  b ut d isag reeing  

w ith the m ethod  that the trial court used  to  calculate d am ag es.  The C o urt o f A p p eals 

vacated  the d ecision and  rem and ed  the case for new  find ing s consistent w ith its 

d ecision.  

The refund  to  C L& P, P SN H  and  W M E C O  o f any d am ag es that m ay b e recovered  from  the 
D O E  w ill b e realized  throug h the Yankee C om p anies’ F E R C -ap p roved  rate settlem ent 
ag reem ents, sub ject to  final d eterm ination o f the F E R C .  C L& P, P SN H  and  W M E C O  
cannot at this tim e d eterm ine the tim ing  o r am ount o f any ultim ate recovery from  the 
D O E , throug h the Yankee C om p anies, o n this m atter.  H ow ever, N U  d o es b elieve that 
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any net settlem ent p roceed s it receives w ould  b e incorp orated  into  F E R C -ap p roved  

recoveries, w hich w ould  b e p assed  o n to  its custom ers, throug h red uced  charg es.  

F. G uarantees and Indemnifi cations 

N U  p rovid es cred it assurances o n b ehalf o f sub sid iaries in the fo rm  o f g uarantees 

and  LO C s in the no rm al course o f b usiness.  N U  has also  p rovid ed  g uarantees and  

various ind em nifications o n b ehalf o f external p arties as a result o f the sales o f SE SI, 

N U  E nterp rises’ retail m arketing  b usiness and  its com p etitive g eneration b usiness.  The 

fo llow ing  tab le sum m arizes N U  and  its sub sid iaries’ m axim um  exp osure at D ecem b er 31, 

20 0 8, in accord ance w ith F IN  4 5, “G uarantor’s A ccounting  and  D isclosure R eq uirem ents 

for G uarantees, Includ ing  Ind irect G uarantees o f Ind eb ted ness o f O thers,” exp iration 

d ates, and  fair value o f am ounts record ed .  

77

   

   Maximum E xp osure E xp iration   

Comp any Descrip tion (in millions) Date(s) 

O n  b e h alf of e x te rn al p artie s :     

S E S I Genera l ind emnifi ca tions  in connection w ith  th e s a le of S E S I 
 inclu d ing  comp letenes s  a nd  a ccu ra cy  of informa tion p rov id ed ,  
 comp lia nce w ith  la w s , a nd  v a riou s  cla ims  Not S p ecifi ed  (1) None

 S p ecifi c ind emnifi ca tions  in connection w ith  th e s a le of S E S I  
 for es tima ted  cos ts  to comp lete or mod ify  s p ecifi c p rojects  (2) Not S p ecifi ed  (1) T h rou g h  p roject 
   comp letion

 Ind emnifi ca tions  to lend ers  for p a y ment of s h ortfa lls  in th e ev ent  
 of ea rly  termina tion of g ov ernment contra cts  (3) $1.3 20 17-20 18

 S u rety  b ond s  cov ering  certa in p rojects   $10 .5 T h rou g h  p roject 
   comp letion

H es s  C orp ora tion (R eta il M a rk eting  B u s ines s ) Genera l ind emnifi ca tions  in connection w ith  th e s a le inclu d ing   
 comp lia nce w ith  la w s , comp letenes s  a nd  a ccu ra cy  of informa tion  
 p rov id ed  a nd  v a riou s  cla ims   Not S p ecifi ed  (1) None

E nerg y  C a p ita l Pa rtners   
(C omp etitiv e Genera tion B u s ines s ) Genera l ind emnifi ca tions  in connection w ith  th e s a le of NGC   
 a nd  th e g enera ting  a s s ets  of M t. T om inclu d ing  comp lia nce w ith  ta x   
 a nd  env ironmenta l la w s , a nd  v a riou s  cla ims  Not S p ecifi ed  (1) 20 0 8 -20 0 9

O n  b e h alf of s u b s id iarie s : 

C L & P S u rety  b ond s  (4) $3.2 20 0 9-20 10

PS NH  S u rety  b ond s  (4) $3.9 20 0 9-20 10
 L etters  of cred it $8 5.0  20 0 9-20 10

W M E C O  S u rety  b ond s  (4)  $3.0  20 0 9

H W P S u rety  b ond s  (4) $1.0  20 0 9

NAE S C O  S u rety  b ond s  (4) $1.6 20 0 9

R R R   L ea s e p a y ments  for rea l es ta te $9.2 20 24

NU S C O  S u rety  b ond s  (4) $1.0  20 0 9
 L ea s e p a y ments  for fl eet of v eh icles  $8 .0  None 
 L ea s e p a y ments  for rea l es ta te $1.8  20 19

B ou los  S u rety  b ond s  cov ering  ong oing  p rojects  $34.1 T h rou g h  p roject 
   comp letion

NGS   Performa nce g u a ra ntee a nd  ins u ra nce b ond s   $20 .4(5) 20 20  (5)

S elect E nerg y  Performa nce g u a ra ntees  a nd  s u rety  b ond s  for reta il  
 ma rk eting  contra cts   $3.3(6) None (7)

 Performa nce g u a ra ntees  for w h oles a le contra cts   $17.1(6) 20 13

 L etters  of cred it $2.0  20 0 9

O th er - C Y APC  S u rety  b ond s  (4) $0 .3 20 10

R efer to  fo otnotes o n fo llow ing  p ag e.
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(1) There is no  specified  m axim um  exposure included  in the related  sale agreem ents.  

(2)  The fair value for am ounts record ed  for these ind em nifications w as $0 .2 m illion at  

D ecem b er 31, 20 0 8.  

(3)  The fair value for am ounts recorded  for these indem nifications w as $0 .1 m illion at  

D ecem ber 31, 20 0 8.  

(4 ) Surety b ond  expiration d ates reflect b ond  term ination d ates (w hich m ay b e renew ed  or extended) 

for specified  term  b onds and/or b ill-to  d ates for b onds w ith no  fixed  term .  

(5) Included  in the m axim um  exposure is $19.2 m illion related  to  a p erform ance g uarantee of N G S’s 

obligations for w hich there is no  specified  m axim um  exposure in the agreem ent.  The m axim um  

exposure is calculated  as of D ecem ber 31, 20 0 8 b ased  on lim its of N G S’s liability contained  in the 

underlying  service contract and  assum es that N G S  w ill p erform  under that contract through its 

expiration in 20 20 .  The rem aining  $1.2 m illion of m axim um  exposure relates to  insurance b onds  

w ith no  expiration d ate that are b illed  annually on their anniversary d ate.

(6)  M axim um  exposure is as of D ecem ber 31, 20 0 8; how ever, exposures vary w ith underlying  

com m odity p rices and  for certain contracts are essentially unlim ited.

(7) N U  d oes not currently anticipate that these rem aining  g uarantees on b ehalf of Select E nergy w ill  

result in significant g uarantees of the p erform ance of H ess C orporation.  

M any o f the und erlying  contracts that N U  g uarantees, as w ell as certain surety b ond s, 

contain cred it rating s trig g ers that w ould  req uire N U  to  p o st collateral in the event that 

N U ’s cred it rating s are d ow ng rad ed  b elow  investm ent g rad e.

G . N R G  E nergy, Inc. E xp osures 

C ertain sub sid iaries o f N U , includ ing  C L& P  and  Yankee G as, entered  into  transactions 

w ith N R G  and  certain o f its sub sid iaries.  O n  M ay 14 , 20 0 3, N R G  and  certain sub sid iaries 

o f N R G  filed  voluntary b ankrup tcy p etitions, and  o n D ecem b er 5, 20 0 3, N R G  em erg ed  

from  b ankrup tcy.  N U ’s N R G -related  exp osures as a result o f these transactions, am ong  

o ther thing s now  resolved , relate to  the recovery o f ap p roxim ately $30 .2 m illion o f 

C L& P ’s station service b illing s from  N R G , and  the recovery o f, am ong  o ther claim ed  

d am ag es, ap p roxim ately $ 17.5 m illion o f cap ital costs and  exp enses incurred  by Yankee 

G as related  to  an  N R G  sub sid iary’s g enerating  p lant construction p roject that has 

ceased .  

O n  Feb ruary 15, 20 0 8, C L& P  and  N R G , as w ell as Yankee G as and  N R G , entered  

into  settlem ent ag reem ents w ith resp ect to  the tw o  m atters m entioned  ab ove.  The 

settlem ents w ere conting ent up on the satisfaction o f several cond itions related  to  

N R G ’s R N S  service throug h the ISO -N E , w hich w ere m aterially satisfied  in M ay 20 0 8.  

The settlem ent d id  not have an ad verse e_ ect o n N U ’s consolid ated  net incom e, 

financial p osition o r cash flow s in 20 0 8.  

H . Consolidated Edison, Inc. Merger Litigation

O n M arch 13, 20 0 8, N U  entered  into  a settlem ent ag reem ent w ith C onsolid ated  E d ison, 

Inc. (C on E d ison), w hich settled  all claim s und er the civil law suit b etw een N U  and  C o n 

E d ison relating  to  their p rop osed  b ut unconsum m ated  m erg er.  U nd er the term s o f the 

settlem ent ag reem ent, N U  p aid  C on E d ison $4 9.5 m illion o n M arch 26, 20 0 8, w hich is 

includ ed  in o ther o p erating  exp enses in the accom p anying  consolid ated  statem ent o f 

incom e for the year end ed  D ecem b er 31, 20 0 8.  This am ount is no t recoverab le from  

ratep ayers.  

I. Other Litigation and Legal P roceedings 

N U  and  its sub sid iaries are involved  in o ther leg al, tax and  reg ulatory p roceed ing s 

reg ard ing  m atters arising  in the o rd inary course o f b usiness, w hich involve 

m anag em ent’s assessm ent to  d eterm ine the p rob ab ility o f w hether a lo ss w ill o ccur and , 

if p rob ab le, its b est estim ate o f p rob ab le loss as d efined  by SFA S  N o. 5.  The co m p any 

record s and  d iscloses losses w hen these losses are p rob ab le and  reasonab ly estim ab le 

in accord ance w ith SFA S  N o. 5, d iscloses m atters w hen losses are p rob ab le b ut not 

estim ab le, and  exp enses leg al costs related  to  the d efense o f lo ss conting encies as 

incurred .  

8. Fair V alue of F inancial Instruments 

The follow ing  m ethod s and  assum p tions w ere used  to  estim ate the fair value o f each o f 

the fo llow ing  financial instrum ents:

Cash and Cash E q uivalents and Sp ecial Dep osits:  The carrying  am ounts ap p roxim ate 

fair value d ue to  the short-term  nature o f these cash item s.

P referred Stock, Long-Term Deb t and R ate R eduction B onds:  The fair value o f N U ’s 

fixed -rate securities is b ased  up on p ricing  m od els that incorp orate q uoted  m arket 

p rices for those issues o r sim ilar issues ad justed  for m arket cond itions.  A d justab le rate 

securities are assum ed  to  have a fair value eq ual to  their carrying  value.  The carrying  

am ounts o f N U ’s financial instrum ents and  the estim ated  fair values are as fo llow s: 

     At Decemb er 31,

 20 0 8  20 0 7

 Carrying Fair Carrying Fair

(Millions of Dollars) Amount V alue Amount V alue

Preferred  s tock  not s u b ject  
  to ma nd a tory  red emp tion $   116.2 $     8 6.3 $   116.2 $     8 8 .2
L ong -term d eb t -     
  F irs t mortg a g e b ond s  2,312.0  2,399.4 1,8 0 6.3 1,792.4
  O th er long -term d eb t 1,8 29.5 1,690 .6 1,8 32.3 1,8 67.4
R a te red u ction b ond s  68 6.5 68 9.4 917.4 975.2

O ther long -term  d eb t includ es $298.6 m illion and  $294 .3 m illion o f fees and  interest 

d ue for sp ent nuclear fuel d isp osal costs at D ecem b er 31, 20 0 8  and  20 0 7, resp ectively.  

Derivative Instruments:  N U  and  its sub sid iaries hold  various d erivative instrum ents that 

are carried  at fair value.  F o r further inform ation, see N ote 3, “D erivative Instrum ents,” to  

the co nsolid ated  financial statem ents.  

Other F inancial Instruments:  N U  hold s investm ents in a sup p lem ental b enefit trust 

for the b enefit o f the SE R P  and  non-SE R P  o b lig ation and  investm ents in the sp ent 

nuclear fuel trust for the b enefit o f W M E C O ’s sp ent nuclear fuel o b lig ation.  These 

investm ents are carried  at fair value in the accom p anying  consolid ated  b alance 

sheets.  F o r further inform ation reg ard ing  these investm ents, see N ote 1U , “Sum m ary o f 

Sig nificant A ccounting  P olicies-M arketab le Securities,” N ote 1F, “Sum m ary o f Sig nificant 

A ccounting  P olicies-Fair V alue M easurem ents,” and  N ote 9, “M arketab le Securities,” to  

the co nsolid ated  financial statem ents. 

N U  p arent hold s a lo ng -term  g overnm ent receivab le related  to  SE SI, a fo rm er 

sub sid iary that has b een sold .  The carrying  value o f the receivab le w as $8.8  m illion 

at b o th D ecem b er 31, 20 0 8  and  20 0 7 and  is includ ed  in o ther d eferred  d eb its and  

o ther assets-other o n the accom p anying  consolid ated  b alance sheets.  The fair value 

o f this receivab le w as $ 11.5 m illion and  $ 10 .8  m illion at D ecem b er 31, 20 0 8  and  20 0 7, 

resp ectively, and  w as d eterm ined  b ased  o n d iscounted  cash flow s.

The carrying  value o f o ther financial instrum ents includ ed  in current assets and  current 

liab ilities, includ ing  investm ents in securitizab le assets, ap p roxim ates their fair value d ue 

to  the short-term  nature o f these instrum ents.
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9. Marketab le Securities 

The follow ing  is a sum m ary o f N U ’s availab le-for-sale securities related  to  the 

sup p lem ental b enefit trust and  sp ent nuclear fuel trust assets, w hich are record ed  at 

their fair values and  are includ ed  in current and  long -term  m arketab le securities o n the 

accom p anying  consolid ated  b alance sheets.   

                                                                    At Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7

S u p p lementa l b enefi t tru s t  $  53.5 $  68 .4
S p ent nu clea r fu el tru s t 55.7 55.7

T ota ls  $10 9.2 $124.1

A t D ecem b er 31, 20 0 8  and  20 0 7, m arketab le securities are com p rised  o f the fo llow ing :

     At Decemb er 31, 20 0 8

  P re-Tax 

  G ross 

 Amortized U nrealized E stimated 

(Millions of Dollars) Cost(1) G ains Fair V alue

Supplemental benefit trust   
U nited  S ta tes  eq u ity  s ecu rities  $  21.9 $1.1 $  23.0
Non-U nited  S ta tes  eq u ity  s ecu rities  5.6 -  5.6
U .S . g ov ernment is s u ed  d eb t s ecu rities   
   (Ag ency  a nd  T rea s u ry ) 13.1 0 .8  13.9
C orp ora te d eb t s ecu rities  3.3 0 .2 3.5
As s et b a ck ed  s ecu rities  3.4 -  3.4
O th er 4.1 -  4.1

T ota l s u p p lementa l b enefi t tru s t $  51.4 $2.1 $  53.5

Spent nuc lear fuel trust    
S h ort-term inv es tments  a nd  money  ma rk ets   $  16.3 $   -  $  16.3
U .S . g ov ernment is s u ed  d eb t s ecu rities   
   (Ag ency  a nd  T rea s u ry ) 15.4 0 .1 15.5
C orp ora te d eb t s ecu rities  17.4 0 .5 17.9
As s et b a ck ed  s ecu rities  2.4 -  2.4
O th er 3.6 -  3.6

T ota l s p ent nu clea r fu el tru s t $  55.1 $0 .6 $  55.7

T ota l $10 6.5 $2.7 $10 9.2

 

                                                                                          At Decemb er 31, 20 0 7

    P re-Tax

  G ross 

 Amortized U nrealized E stimated 

(Millions of Dollars) Cost(1) G ains Fair V alue

Supplemental benefit trust    
U nited  S ta tes  eq u ity  s ecu rities  $  23.5 $4.3 $  27.8  
Non-U nited  S ta tes  eq u ity  s ecu rities  8 .3 -  8 .3 
U .S . g ov ernment is s u ed  d eb t s ecu rities  
  (Ag ency  a nd  T rea s u ry ) 14.2 0 .3 14.5 
C orp ora te d eb t s ecu rities    6.4 0 .1 6.5 
As s et b a ck ed  s ecu rities  6.3 -  6.3 
O th er 5.0  -  5.0

T ota l s u p p lementa l b enefi t tru s t $  63.7 $4.7 $  68 .4

Spent nuc lear fuel trust    
S h ort-term inv es tments  a nd  money  ma rk ets  $  14.1 $   -  $  14.1 
U .S . g ov ernment is s u ed  d eb t s ecu rities  
  (Ag ency  a nd  T rea s u ry ) 0 .7 -  0 .7 
C orp ora te d eb t s ecu rities  29.2 -  29.2 
As s et b a ck ed  s ecu rities  9.2 0 .1 9.3 
O th er 2.4 -  2.4

T ota l s p ent nu clea r fu el tru s t $  55.6 $0 .1 $  55.7

T ota l $119.3 $4.8  $124.1

(1)  A m ortized  cost am ounts are net o f unrealized  losses that are record ed  as o ther than tem p orary 

im p airm ents.  

F o r the years end ed  D ecem b er 31, 20 0 8  and  20 0 7, N U  record ed  p re-tax charg es o f $ 15.3 

m illion and  $ 1.9  m illion, resp ectively, related  to  the unrealized  losses o n securities in the 

sup p lem ental b enefit trust p ortfolio, and  $2.1 m illion and  $0 .6 m illion, resp ectively, o _ set 

to  the sp ent nuclear fuel o b lig ation in lo ng -term  d eb t related  to  the unrealized  losses 

o n securities in the sp ent nuclear fuel trust. U nrealized  losses are consid ered  o ther than 

tem p orary in nature b ecause they are held  in trusts and  N U  d o es not have the ab ility to  

ho ld  these securities to  m aturity.  

F o r inform ation related  to  the chang e in unrealized  g ains includ ed  in accum ulated  o ther 

com p rehensive incom e, see N ote 13, “A ccum ulated  O ther C om p rehensive Incom e/(Loss),”  

to  the co nsolid ated  financial statem ents.

For the years end ed  D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6, realized  g ains and  losses 

recog nized  o n the sale o f availab le-for-sale securities are as fo llow s:

  

 R ealized R ealized N et R ealized 

(Millions of Dollars) G ains Losses G ains

20 0 8  $2.5 $(2.2) $0 .3

20 0 7 2.8  (1.0 ) 1.8  

20 0 6 5.2 (1.3) 3.9

The sp ent nuclear fuel trust net realized  losses o f $0 .4  m illion and  $0 .3 m illion for the 

years end ed  D ecem b er 31, 20 0 8  and  20 0 6, resp ectively, o _ set the sp ent nuclear fuel 

o b lig ation in lo ng -term  d eb t.  F o r the years end ed  D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6, 

all o ther net realized  g ains totaling  $0 .7 m illion, $ 1.9  m illion and  $4 .2 m illion, resp ectively, 

are includ ed  in o ther incom e, net o n the accom p anying  consolid ated  statem ents o f 

incom e.  Includ ed  in the realized  g ain/(losses) is a p re-tax g ain o f $3.1 m illion for the  
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year end ed  D ecem b er 31, 20 0 6 related  to  N U ’s 

investm ent in G lob ix C orp oration (G lob ix), w hich w as 

sold  o n A p ril 6, 20 0 6.  

N U  utilizes the sp ecific id entification b asis m ethod  for 

the sup p lem ental b enefit trust securities and  the averag e 

cost b asis m ethod  for the sp ent nuclear fuel trust to  

co m p ute the realized  g ains and  losses o n the sale o f 

availab le-for-sale securities.

P roceed s from  the sale o f these securities, includ ing  

p roceed s from  short-term  investm ents, totaled  $259.4  

m illion, $254 .8  m illion and  $ 193.5 m illion for the years 

end ed  D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6, resp ectively.  

A t D ecem b er 31, 20 0 8, the contractual m aturities o f the 

availab le-for-sale securities are as fo llow s:

 Amortized E stimated 

(Millions of Dollars) Cost Fair V alue

L es s  th a n one y ea r $  49.2 $  49.9 
O ne to fi v e y ea rs  11.9 12.0
S ix  to ten y ea rs  4.3 4.5 
Grea ter th a n ten y ea rs  13.6 14.2

S u b tota l 79.0  8 0 .6
E q u ity  s ecu rities  27.5 28 .6

T ota l $10 6.5 $10 9.2

For further inform ation reg ard ing  m arketab le securities, 

see N ote 1U , “Sum m ary o f Sig nificant A ccounting  P olicies 

- M arketab le Securities,” to  the co nsolid ated  financial 

statem ents.

10 . Leases

V arious N U  sub sid iaries have entered  into  lease 

ag reem ents, som e o f w hich are cap ital leases, for the use 

o f d ata p rocessing  and  o f ce eq uip m ent, vehicles, and  

o f ce sp ace.  The p rovisions o f these lease ag reem ents 

g enerally contain renew al o p tions.  C ertain lease 

ag reem ents contain conting ent lease p aym ents.  The 

co nting ent lease p aym ents are b ased  o n various factors, 

such as the co m m ercial p ap er rate p lus a cred it sp read  o r 

the co nsum er p rice ind ex.

C ap ital lease rental p aym ents w ere $2.5 m illion in 20 0 8, 

$2.9  m illion in 20 0 7, and  $3.3 m illion in 20 0 6.  Interest 

includ ed  in cap ital lease rental p aym ents w as $ 1.8  m illion 

in 20 0 8, $2 m illion in 20 0 7, and  $ 1.9  m illion in 20 0 6.  

C ap ital lease asset am ortization w as $0 .7 m illion in 20 0 8, 

and  $0 .9  m illion in b o th 20 0 7 and  20 0 6.  

O p erating  lease rental p aym ents charg ed  to  exp ense 

w ere $ 19.1 m illion, $ 19.6 m illion and  $ 10 .9  m illion in 20 0 8, 

20 0 7 and  20 0 6, resp ectively.  The 20 0 6 am ount includ es 

$0 .7 m illion includ ed  in incom e from  d iscontinued  

o p erations o n the accom p anying  consolid ated  

statem ents o f incom e.  The cap italized  p ortion o f 

o p erating  lease p aym ents w as ap p roxim ately $ 10 .8  

m illion, $ 10 .5 m illion and  $ 10  m illion for the years end ed  

D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6, resp ectively.  

F uture m inim um  rental p aym ents exclud ing  executory  

co sts, such as p rop erty taxes, state use taxes, insurance,  

and  m aintenance, und er long -term  noncancelab le leases,  

at D ecem b er 31, 20 0 8  are as fo llow s: 

Cap ital Leases  

(Millions of Dollars) 

20 0 9 $  2.4 
20 10  2.4 
20 11 2.5 
20 12 2.6 
20 13 2.4 
T h erea fter 15.5

F u tu re minimu m lea s e p a y ments  $27.8  
L es s  a mou nt rep res enting  interes t 14.4

Pres ent v a lu e of fu tu re minimu m  
  lea s e p a y ments  $13.4

Op erating Leases  

(Millions of Dollars) 

20 0 9 $24.6 
20 10  18 .9 
20 11 7.1 
20 12 6.1 
20 13 5.9 
T h erea fter 23.9

F u tu re minimu m lea s e p a y ments  $8 6.5

In N ovem b er 20 0 8, the lessor o f N U ’s vehicle/eq uip m ent 

m aster lease ag reem ents notified  the com p any that 

it w as electing  to  term inate the lease ag reem ents 

as p erm itted  und er the term ination clause o f the 

ag reem ents.  The rem aining  p aym ents und er the 

ag reem ents w ill b e m ad e throug h January 20 11.  S ee 

N o te 7D , “C om m itm ents and  C onting encies - Lo ng -Term  

C ontractual A rrang em ents,” for o b lig ations relating  to  

the term ination.      

C L& P  entered  into  certain contracts for the p urchase 

o f energ y that q ualify as leases und er E ITF  N o. 0 1-8, 

“D eterm ining  W hether an A rrang em ent C ontains a 

Lease.”  These contracts d o  no t have m inim um  lease 

p aym ents and  therefore are not includ ed  in the tab les 

ab ove.  S ee N o te 7D , “C om m itm ents and  C onting encies 

- Lo ng -Term  C ontractual A rrang em ents,” for further 

inform ation reg ard ing  these contracts.  

11. Long-Term Deb t 

Long -term  d eb t m aturities and  cash sinking  fund  

req uirem ents o n d eb t o utstand ing  at D ecem b er 31, 

20 0 8, for the years 20 0 9  throug h 20 13 and  thereafter, 

w hich includ e fees and  interest d ue for sp ent nuclear fuel 

d isp osal costs, net unam ortized  p rem ium s o r d iscounts 

and  o ther fair value ad justm ents at D ecem b er 31, 20 0 8, 

are as fo llow s:

(Millions of Dollars) 

20 0 9 $      54.3 
20 10  4.3 
20 11 4.3 
20 12 267.3 
20 13 30 5.0  
T h erea fter 3,20 7.8  
F ees  a nd  interes t d u e for  
  s p ent nu clea r fu el d is p os a l cos ts  298 .6 
Net u na mortiz ed  p remiu ms  a nd  d is cou nts   
  a nd  oth er fa ir v a lu e a d ju s tments  15.9

T ota l $ 4,157.5

There are annual renew al and  rep lacem ent fund  

req uirem ents eq ual to  2.25 p ercent o f the averag e o f net 

d ep reciab le utility p rop erty ow ned  by P SN H  in 19 92, p lus 

cum ulative g ross p rop erty ad d itions thereafter.  P SN H  

exp ects to  m eet these future fund  req uirem ents by 

certifying  p rop erty ad d itions.  A ny d eficiency w ould  need  

to  b e satisfied  by the d ep osit o f cash o r b o nd s.

E ssentially all utility p lant o f C L& P, P SN H  and  Yankee G as 

is sub ject to  the liens o f each com p any’s resp ective first 

m ortg ag e b ond  ind enture.

N U  and  its sub sid iaries’ tax-exem p t b ond s contain call 

p rovisions rang ing  b etw een 10 0  p ercent and  10 2 p ercent 

o f p ar.  A ll o ther securities are sub ject to  m ake-w hole 

p rovisions.  

C L& P  has $4 23.9  m illion o f tax-exem p t P ollution C ontrol 

R evenue B ond s (P C R B s), $315.5 m illion o f w hich is 

secured  by second  m ortg ag e liens o n transm ission 

assets, junior to  the liens o f its first m ortg ag e b ond  

ind entures and  the rem aining  $ 10 8.4  m illion o f w hich 

is secured  by its first m ortg ag e b ond s.  O ne series o f 

P C R B s, in the ag g reg ate p rincip al am ount o f $62 m illion, 

had  a fixed  interest rate for a five-year p eriod  that 

exp ired  o n Sep tem b er 30 , 20 0 8.  A s a result o f p o or 

liq uid ity in the tax-exem p t m arket, C L& P  chose to  acq uire 

this series o f P C R B s o n O ctob er 1, 20 0 8.  These P C R B s, 

w hich m ature in 20 31, have not b een retired  and  are 

tem p orarily held  by C L& P  in a flexib le rate m od e w ith o ne 

d ay resets.  

A t D ecem b er 31, 20 0 8  P SN H  had  $4 0 7.3 m illion in 

o utstand ing  P C R B s. P SN H ’s o b lig ation to  rep ay each 

series o f P C R B s is secured  by first m ortg ag e b ond s and  

three series, the 20 0 1 S eries A , B  and  C , also  carry b ond  

insurance.  E ach such series o f first m ortg ag e b ond s 

contains sim ilar term s and  p rovisions as the ap p licab le 

series o f P C R B s.  F o r financial rep orting  p urp oses, 

these first m ortg ag e b ond s w ould  not b e co nsid ered  

o utstand ing  unless P SN H  failed  to  m eet its o b lig ations 

und er the P C R B s.  The 20 0 1 S eries B  P C R B s, in the 

ag g reg ate p rincip al am ount o f $89.3 m illion, b ears 

interest at a rate that is p eriod ically set p ursuant to  

auctions.  S ince M arch 20 0 8, a sig nificant m ajority o f this 

D.P.U. 10-170 
Attachment AG-1-4(c) 
Page 81 of 94



81

series o f P C R B s has b een held  by rem arketing  ag ents as a result o f failed  auctions d ue 

to  g eneral m arket concerns.  The interest rate o n these P C R B s has b een reset by fo rm ula 

und er the ap p licab le d ocum ents every 35 d ays and  has b een b etw een 0 .4  p ercent and  

4  p ercent since M arch 20 0 8.  The fo rm ula is b ased  o n a co m b ination o f the rating s o n 

the P C R B s and  an ind ex rate, w hich p rovid es for an interest rate o f 0 .4  p ercent as o f 

D ecem b er 31, 20 0 8.  The co m p any is no t o b lig ated  to  p urchase these P C R B s, w hich 

m ature in 20 21, from  the rem arketing  ag ents.  

N U  and  its sub sid iaries’ long -term  d eb t ag reem ents p rovid e that certain o f its 

sub sid iaries m ust com p ly w ith certain financial and  non-financial covenants as are 

custom arily includ ed  in such ag reem ents, includ ing  a co nsolid ated  d eb t to  cap italization 

ratio.  These sub sid iaries are in co m p liance w ith these covenants at D ecem b er 31, 20 0 8.  

Yankee G as has certain long -term  d eb t ag reem ents that contain cross-d efault p rovisions 

that w ould  b e trig g ered  if Yankee G as o r any sub sid iary d efault in a p aym ent in excess o f 

a p red eterm ined  am ount.  These cross-d efault p rovisions ap p ly to  Yankee G as’ Series B  

and  Series E  throug h J d eb t issuances.  P SN H  w ould  also  b e in  d efault und er its long -

term  d eb t ag reem ents if it d efaulted  o n any p rior lien o b lig ation exceed ing  $25 m illion.  

P SN H  has no  p rior lien o b lig ations as o f D ecem b er 31, 20 0 8.  There are no  o ther d eb t 

issuances for N U  and  its sub sid iaries w ith cross-d efault p rovisions at D ecem b er 31, 20 0 8.

The w eig hted  averag e e_ ective interest rate o n P SN H ’s Series A  variab le-rate P C R B s w as 

3.0 7 p ercent for 20 0 8  and  3.87 p ercent for 20 0 7.  The C L& P  P C R B  d ue in 20 31 had  an  

interest rate o f 3.35 p ercent e_ ective throug h O ctob er 1, 20 0 8, at w hich tim e the b ond s 

w ere reacq uired  by C L& P  and  are now  in a d aily variab le interest rate m od e. 

Long -term  d eb t - F irst M ortg ag e B ond s o n the accom p anying  consolid ated  statem ents 

o f cap italization at D ecem b er 31, 20 0 8  includ es the issuance o f $30 0  m illion and  $ 110  

m illion at C L& P  and  P SN H , resp ectively.  

O ther long -term  d eb t - o ther o n the accom p anying  consolid ated  statem ents o f 

cap italization at D ecem b er 31, 20 0 8  includ es a senior unsecured  note issuance o f $250  

m illion at N U  p arent, d ue 20 13 w ith a co up on o f 5.65 p ercent and  the issuance o f $ 10 0  

m illion in Series J F irst M ortg ag e B ond s at Yankee G as, d ue 20 18  w ith a co up on o f 6.9  

p ercent.  

F o r inform ation reg ard ing  fees and  interest d ue for sp ent nuclear fuel d isp osal costs, see 

N ote 7C , “C om m itm ents and  C onting encies - S p ent N uclear F uel D isp osal C osts,” to  the 

co nsolid ated  financial statem ents.

The chang e in fair value totaling  a p o sitive $20 .8  m illion and  $4 .2 m illion at D ecem b er 

31, 20 0 8  and  20 0 7, resp ectively, o n the accom p anying  consolid ated  statem ents o f 

cap italization reflects the N U  p arent 7.25 p ercent am ortizing  note, d ue 20 12 in  the 

am ount o f $263 m illion that is hed g ed  w ith a fixed  to  flo ating  interest rate sw ap .  

The chang e in fair value o f the interest com p onent o f the d eb t w as record ed  as an  

ad justm ent to  lo ng -term  d eb t w ith an eq ual and  o _ setting  ad justm ent to  d erivative 

assets and  liab ilities for the chang e in fair value o f the fixed  to  flo ating  interest rate sw ap .

12. Dividend R estrictions

N U  p arent’s ab ility to  p ay d ivid end s is not reg ulated  und er the Fed eral P ow er A ct, b ut m ay 

b e a_ ected  by certain state statutes, the leverag e restriction tied  to  its consolid ated  total 

d eb t to  total cap italization ratio  req uirem ent in its revolving  cred it ag reem ent, and  the 

ab ility of N U ’s sub sid iaries to  p ay com m on d ivid end s to  it.  

C L& P, P SN H , and  W M E C O  are sub ject to  Section 30 5 o f the Fed eral P ow er A ct that 

m akes it unlaw ful for a p ub lic utility to  m ake o r p ay a d ivid end  from  any fund s “p rop erly 

includ ed  in its cap ital account.”  M anag em ent b elieves that this Fed eral P ow er A ct 

restriction, as ap p lied  to  C L& P, P SN H  and  W M E C O , w ould  not b e co nstrued  o r ap p lied  

by the F E R C  to  p rohib it the p aym ent o f d ivid end s for law ful and  leg itim ate b usiness 

p urp oses from  retained  earning s.  In  ad d ition, certain state statutes m ay im p ose 

ad d itional lim itations o n such com p anies and  o n Yankee G as.  S uch state law  restrictions 

d o  no t restrict p aym ent o f d ivid end s from  retained  earning s o r net incom e.  C L& P, P SN H , 

W M E C O  and  Yankee G as also  have a revolving  cred it ag reem ent that im p oses leverag e 

restrictions includ ing  consolid ated  total d eb t to  to tal cap italization ratio  req uirem ents.  

The retained  earning s b alance sub ject to  these leverag e restrictions is $ 1.0 79  b illion for 

N U  co nsolid ated .  P SN H  is further req uired  to  reserve an ad d itional am ount und er its 

F E R C  hyd roelectric license cond itions.  A p p roxim ately $ 11 m illion o f P SN H ’s retained  

earning s is sub ject to  restriction und er its F E R C  hyd roelectric license cond itions.  

A t D ecem b er 31, 20 0 8, N U  w as in  co m p liance w ith all such p rovisions o f its cred it 

ag reem ent that m ay restrict the p aym ent o f d ivid end s. 

13. Accumulated Other Comp rehensive Income/(Loss)    

The accum ulated  b alance for each o ther com p rehensive incom e/(loss), net o f tax, item  is 

as fo llow s:

 December 31, 20 0 7 December 31, 20 0 8 December 31,

(Millions of Dollars) 20 0 6  Change 20 0 7 Change 20 0 8

Q u a lifi ed  ca s h  fl ow   
  h ed g ing  ins tru ments  $5.9 $ (3.6) $2.3 $  (6.9) $ (4.6)
U nrea liz ed  g a ins  on  
  s ecu rities  3.0  (0 .1) 2.9 (1.7) 1.2
Pens ion, S E R P a nd  oth er  
  p os tretirement p la ns   
  b enefi t ob lig a tions   
  (S F AS  No. 158 ) (4.4) 8 .6 4.2 (38 .1) (33.9)

Accu mu la ted  oth er  
  comp reh ens iv e  
  income/(los s ) $4.5 $   4.9 $9.4 $(46.7) $(37.3)

The chang es in the co m p onents o f o ther com p rehensive incom e/(loss) are rep orted  net 

o f the fo llow ing  incom e tax e_ ects:

(Millions of Dollars) 20 0 8  20 0 7 20 0 6

Q u a lifi ed  ca s h  fl ow  h ed g ing  ins tru ments  $  4.5 $  2.5 $  6.9
U nrea liz ed  g a ins  on s ecu rities  1.1 0 .1 (0 .5)
M inimu m S E R P lia b ility   -  -  (0 .3)
Pens ion, S E R P a nd  oth er p os tretirement 
  p la ns  b enefi t ob lig a tions  (S F AS  No. 158 ) 24.2 (9.8 ) 6.1

Accu mu la ted  oth er comp reh ens iv e  
  income/(los s ) $29.8  $(7.2) $12.2

Fair value ad justm ents includ ed  in accum ulated  o ther com p rehensive incom e/(loss) for 

N U ’s q ualified  cash flow  hed g ing  instrum ents are as fo llow s:

                                                                                                                At Decemb er 31,

(Millions of Dollars, N et of Tax) 20 0 8  20 0 7

B a la nce a t b eg inning  of y ea r $  2.3 $5.9

H ed g ed  tra ns a ctions  recog niz ed  into ea rning s  0 .4 0 .2
C h a ng e in fa ir v a lu e of interes t ra te s w a p  a g reements  (7.0 ) - 
C a s h  fl ow  tra ns a ctions  entered  into for p eriod  (0 .3) (3.8 )
Net ch a ng e a s s ocia ted  w ith  h ed g ing  tra ns a ctions  (6.9) (3.6)

T ota l fa ir v a lu e a d ju s tments  inclu d ed  in  
  a ccu mu la ted  oth er comp reh ens iv e income $(4.6) $2.3
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                                                                                                                          20 0 8                                                                                                                   20 0 7

 N U  p arent CL& P  P SN H  Yankee G as CL& P  CL& P  W ME CO

L ong -term d eb t is s u ed  (in millions ) $250   $30 0   $110   $10 0   $150  a nd  $150   $10 0  a nd  $10 0   $40
D a te entered  into s w a p  tra ns a ction 12/3/0 7  12/5/0 7  12/4/0 7  12/4/0 7  2/22/0 7  7/16/0 7  7/17/0 7
T erm 5-y ea r  10 -y ea r  10 -y ea r  10 -y ea r  10 -y ea r a nd  30 -y ea r  10 -y ea r a nd  30 -y ea r  30 -y ea r 
T ermina tion d a te 6/2/0 8   5/19/0 8   3/24/0 8  (3) 9/23/0 8  (4) 3/27/0 7  9/10 /0 7  8 /15/0 7
L oa d ed  L IB O R  s w a p  p ercenta g e  4.10 2 (1) 4.590  a nd  4.60 2 (2) 4.5575 a nd  4.147 (3) 4.635 a nd  4.568 5 (4)  5.229 a nd  5.369  (7) 5.718  a nd  5.8 65 (9) 5.8 8 2
  ra te(s ) (p ercenta g e)       
C h a rg e to a ccu mu la ted  oth er 
  comp reh ens iv e income (net of ta x ) (5) $0 .1  $2.3  $0 .9 (6) $0 .7  $1.6  $4.7 (8 ) $0 .6

(1) The interest rate sw ap  w as entered  into  w ith a no tional am ount o f $20 0  m illion and  had  a 
p o sitive fair value o f $0 .6 m illion at D ecem b er 31, 20 0 7.  

(2) The tw o  lo cked  rates reflect tw o  forw ard  starting  interest rate sw ap  transactions, each w ith a 
no tional am ount o f $ 150  m illion and  w ere record ed  at a fair value o f a p o sitive $ 1.4  m illion at 
D ecem b er 20 0 7.

(3) The first sw ap  transaction had  a fair value o f a p o sitive $0 .6 m illion at D ecem b er 31, 20 0 7.  This 
sw ap  w as rep laced  at its sched uled  term ination d ate o n M arch 24 , 20 0 8  w ith a new  sw ap  to  
extend  the hed g ing  relationship  to  the revised  p ricing  d ate o f the lo ng -term  d eb t to  M ay 19, 
20 0 8.  

(4 ) The first sw ap  transaction had  a p o sitive fair value o f $0 .5 m illion at D ecem b er 31, 20 0 7 and  w as 
rep laced  at its sched uled  term ination d ate o f Sep tem b er 23, 20 0 8  w ith a new  sw ap  to  extend  the 
hed g ing  relationship  to  the revised  p ricing  d ate o f the lo ng -term  d eb t o n O ctob er 7, 20 0 8.  O n  
Sep tem b er 26, 20 0 8, the d eb t w as p riced  and  the second  sw ap  w as unw ound .

(5) The charg e to  accum ulated  o ther com p rehensive incom e w ill b e am ortized  into  earning s over the 
term s o f each resp ective long -term  d eb t.

(6) The am ount charg ed  to  accum ulated  o ther com p rehensive incom e is net o f ine_ ectiveness o f  
$0 .2 m illion related  to  the settlem ent o f the M arch 20 0 8  forw ard  starting  sw ap  ag reem ent.

(7)  The tw o  lo cked  rates reflect tw o  forw ard  starting  interest rate sw ap  transactions, each w ith a 
no tional am ount o f $75 m illion.  

(8) The am ount charg ed  to  accum ulated  o ther com p rehensive incom e is net o f ine_ ectiveness o f 
$67 thousand  incurred  up on term ination o f the hed g e.

(9) The tw o  locked  rates reflect tw o  forw ard  starting  interest rate sw ap  transactions, each w ith a  
no tional am ount o f $50  m illion.  

It is estim ated  that a charg e of $0 .2 m illion w ill b e reclassified  from  accum ulated  other 

com p rehensive incom e as a d ecrease to  earning s over the next 12 m onths as a result of 

am ortization of the interest rate sw ap  ag reem ents, w hich have b een settled .  A t D ecem b er 

31, 20 0 8, it is estim ated  that a p re-tax am ount of $0 .7 m illion includ ed  in the accum ulated  

other com p rehensive incom e b alance w ill b e reclassified  as a d ecrease to  earning s 

over the next 12 m onths related  to  P ension, SE R P  and  other p ostretirem ent b enefits 

ad justm ents.

14 . R estructuring and Imp airment Charges and Discontinued Op erations 

R estructuring and Imp airment Charges: N U  E nterp rises record ed  $0 .2 m illion and  $27.6 

m illion of p re-tax restructuring  and  im p airm ent charg es for the years end ed  D ecem b er 31, 

20 0 7 and  20 0 6, resp ectively, relating  to  the d ecision to  exit N U  E nterp rises.  There w ere 

no  restructuring  and  im p airm ent charg es record ed  in 20 0 8.  These charg es are includ ed  

as p art of the N U  E nterp rises rep ortab le seg m ent in N ote 16, “Seg m ent Inform ation,” to  

the consolid ated  financial statem ents.  

In  20 0 6, $22.7 m illion o f restructuring  charg es and  $0 .3 m illion o f im p airm ent charg es 

w ere record ed  related  to  Select E nerg y’s w holesale m arketing , retail m arketing  and  

com p etitive g eneration b usinesses.  The restructuring  charg es w ere record ed  for 

consulting  fees, leg al fees, sale-related  environm ental fees and  em p loyee related  

and  o ther costs.  The im p airm ent costs related  to  the d ivestiture o f the co m p etitive 

g eneration b usiness.  In  ad d ition, $4 .6 m illion o f restructuring  charg es w ere record ed  

related  to  the rem aining  services b usinesses.  Includ ed  in this am ount are restructuring  

charg es o f $ 1 m illion related  to  the term ination o f N U  p arent’s g uarantee o f SE SI’s 

p erform ance und er g overnm ent contracts.  O f these am ounts $ 19.1 m illion are includ ed  

in d iscontinued  o p erations and  $8.5 m illion are includ ed  as o ther o p erating  exp enses.  

In  20 0 7, $0 .2 m illion o f restructuring  charg es w ere record ed  relating  to  the rem aining  

services b usinesses.

The follow ing  tab le sum m arizes the liab ilities related  to  restructuring  costs, w hich 

are record ed  in accounts p ayab le and  o ther current liab ilities o n the accom p anying  

consolid ated  b alance sheets since the d ecision to  exit N U  E nterp rises in 20 0 5:

 E mp loyee- P rofessional

 R elated and Other 

(Millions of Dollars) Costs Fees Total

R es tru ctu ring  lia b ility  a s  of J a nu a ry  1, 20 0 5 $     -  $       -  $        - 
C os ts  incu rred  2.3 7.4 9.7 
C a s h  p a y ments  a nd  oth er d ed u ctions /rev ers a ls  (0 .5) (3.2) (3.7)

R es tru ctu ring  lia b ility  a s  of D ecemb er 31, 20 0 5 1.8  4.2 6.0

C os ts  incu rred  3.3 24.0  27.3 
C a s h  p a y ments  a nd  oth er d ed u ctions /rev ers a ls  (3.7) (25.9) (29.6)

R es tru ctu ring  lia b ility  a s  of D ecemb er 31, 20 0 6 1.4 2.3 3.7

C os ts  incu rred  -  0 .2 0 .2
C a s h  p a y ments  a nd  oth er d ed u ctions /rev ers a ls  (1.4) (2.2) (3.6)

R es tru ctu ring  lia b ility  a s  of  
  D ecemb er 31, 20 0 7 a nd  20 0 8  $      -  $ 0 .3 $ 0 .3

H ed g ed  transactions recog nized  into  earning s in the tab le on the p revious p ag e rep resent 

am ounts that w ere reclassified  from  accum ulated  other com p rehensive incom e into  

earning s in connection w ith the consum m ation of interest rate sw ap  ag reem ents and  the 

am ortization of existing  interest rate hed g es. These am ounts are net of incom e taxes of 

ap p roxim ately $0 .2 m illion for the year end ed  D ecem b er 31, 20 0 8. 

The follow ing  tab le p rovid es the forw ard  starting  interest rate sw ap  transactions 

entered  into  by the co m p any, C L& P, P SN H , W M E C O  and  Yankee G as to  hed g e interest 

rate risk associated  w ith their resp ective long -term  d eb t issuances in 20 0 8  and  20 0 7:
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Discontinued Op erations:  N U ’s consolid ated  statem ents o f incom e for the years end ed  

D ecem b er 31, 20 0 7 and  20 0 6 p resent N G C , M t. Tom , SE SI, W ood s E lectrical and  SE C I 

as d iscontinued  o p erations.  U nd er d iscontinued  o p erations p resentation, revenues and  

exp enses o f the b usinesses classified  as d iscontinued  o p erations are classified  in incom e 

from  d iscontinued  o p erations o n the accom p anying  consolid ated  statem ents o f incom e.

Sum m arized  financial inform ation for the d iscontinued  o p erations is as fo llow s:

                                           For the Years E nded Decemb er 31,

(Millions of Dollars) 20 0 8  20 0 7 20 0 6

O p era ting  rev enu e $-  $1.3 $18 0 .7
Income b efore income ta x es  -  0 .4 31.3
Ga ins  from s a le/d is p os ition of  
  d is continu ed  op era tions  -  2.1 50 4.3
Income ta x  ex p ens e -  1.9 198 .0
Net income -  0 .6 337.6

In 20 0 7, g ains from  sale/d isp osition o f d iscontinued  o p erations o f $2.1 m illion p rim arily 

relates to  the favorab le resolution o f leg al and  contract issues from  b usinesses sold  o f 

$4 .2 m illion, p artially o _ set by charg es related  to  the sale o f the co m p etitive g enera-

tion b usiness, includ ing  a $ 1.9  m illion charg e resulting  from  a p urchase p rice ad justm ent 

from  the sale o f the co m p etitive g eneration b usiness record ed  in the first q uarter o f 

20 0 7.  The 20 0 6 g ains from  sale/d isp osition o f d iscontinued  o p erations o f $50 4 .3 m il-

lion relates to  the g ain o n the sale o f N G C  and  M t. Tom  o f $511.1 m illion and  a $ 1.6 m illion 

g ain o n the sale o f the M assachusetts location o f SE C I, p artially o _ set by an  $8.4  m illion 

loss o n the sale o f SE SI.  The sale o f a p o rtion o f the fo rm er W ood s E lectrical had  a d e 

m inim is im p act o n earning s in 20 0 6.  In  ad d ition, in 20 0 6, N U  record ed  a p re-tax loss o n 

the sale o f SE N Y  o f $0 .3 m illion, w hich is record ed  as o ther o p erating  exp enses as p art 

o f co ntinuing  o p erations o n the accom p anying  consolid ated  statem ent o f incom e.

Includ ed  in the 20 0 7 incom e tax exp ense am ount ab ove is a $0 .8  m illion charg e 

recog nized  to  ad just the estim ated  incom e tax accrual for actual taxes p aid  o n the g ains 

related  to  b usinesses sold  in 20 0 6.

N o  intercom p any revenues w ere includ ed  in d iscontinued  o p erations for the years 

end ed  D ecem b er 31, 20 0 8  o r 20 0 7.  F o r the year end ed  D ecem b er 31, 20 0 6, includ ed  

in d iscontinued  o p erations are $ 161 m illion o f intercom p any revenues that are not 

elim inated  in co nsolid ation d ue to  the sep arate p resentation o f d iscontinued  o p erations.  

O f this am ount, $ 160 .7 m illion rep resents revenues o n intercom p any contracts b etw een 

the g eneration o p erations o f N G C  and  M t. Tom  and  Select E nerg y.  N G C ’s and  M t. 

Tom ’s revenues and  earning s related  to  these contracts are includ ed  in d iscontinued  

o p erations w hile Select E nerg y’s related  exp enses and  losses are includ ed  in co ntinuing  

o p erations.  S elect E nerg y’s o b lig ation to  N G C  and  M t. Tom  end ed  at the tim e o f  

sale in 20 0 6.  

A t D ecem b er 31, 20 0 8, N U  d id  no t have o r exp ect to  have sig nificant o ng oing  

involvem ent o r co ntinuing  cash flow s w ith the entities p resented  in d iscontinued  

o p erations.

15. E arnings P er Share

E P S  is co m p uted  b ased  up on the w eig hted  averag e num b er o f co m m on shares 

o utstand ing , exclud ing  unallocated  E SO P  shares, d uring  each year.  D iluted  E P S  is 

co m p uted  o n the b asis o f the w eig hted  averag e num b er o f co m m on shares o utstand ing  

p lus the p otential d ilutive e_ ect if certain securities are converted  into  com m on stock.  

In  20 0 6, 2,50 0  o p tions w ere exclud ed  from  the follow ing  tab le as these o p tions w ere 

antid ilutive.  In  20 0 8  and  20 0 7, there w ere no  antid ilutive o p tions o utstand ing . 

The follow ing  tab le sets forth the com p onents o f b asic and  d iluted  E P S:

(Millions of Dollars, except 

 share information) 20 0 8  20 0 7 20 0 6

Income from continu ing  op era tions  $260 .8  $245.9 $132.9
Income from d is continu ed  op era tions  -  0 .6 337.7

Net income $260 .8  $246.5 $470 .6

B a s ic common s h a res   
  ou ts ta nd ing  (a v era g e) 155,531,8 46 154,759,727 153,767,527
D ilu tiv e effect  467,394 544,634 379,142

F u lly  d ilu ted  common s h a res   
  ou ts ta nd ing  (a v era g e) 155,999,240  155,30 4,361 154,146,669

B a s ic E PS :    
Income from continu ing  op era tions  $1.68  $1.59 $0 .8 6
Income from d is continu ed  op era tions  -  -  2.20

Net income $1.68  $1.59 $3.0 6

F u lly  D ilu ted  E PS :    
Income from continu ing  op era tions  $1.67 $1.59 $0 .8 6
Income from d is continu ed  op era tions  -  -  2.19

Net income $1.67 $1.59 $3.0 5

R SU s are includ ed  in b asic com m on shares o utstand ing  w hen shares are b oth vested  

and  issued .  The d ilutive e_ ect o f R SU s g ranted  b ut not issued  is calculated  using  the 

treasury stock m ethod .  A ssum ed  p roceed s o f R SU s und er the treasury stock m ethod  

consist o f the rem aining  com p ensation cost to  b e recog nized  and  a theoretical tax 

b enefit.  The theoretical tax b enefit is calculated  as the tax im p act o f the intrinsic value 

o f the R SU s (the d i_ erence b etw een the m arket value o f R SU s using  the averag e m arket 

p rice d uring  the year and  the g rant d ate m arket value).  

The d ilutive e_ ect o f stock o p tions is also  calculated  using  the treasury stock m ethod .  

A ssum ed  p roceed s for stock o p tions consist o f rem aining  com p ensation cost to  b e 

recog nized , cash p roceed s that w ould  b e received  up on exercise, and  a theoretical tax 

b enefit.  The theoretical tax b enefit is calculated  as the tax im p act o f the intrinsic value 

o f the stock o p tions (the d i_ erence b etw een the m arket value o f the averag e stock 

o p tions o utstand ing  for the year using  the averag e m arket p rice and  the g rant p rice).  

A llocated  E SO P  shares are includ ed  in b asic com m on shares o utstand ing  in the ab ove 

tab le. 

16. Segment Information 

P resentation: N U  is o rg anized  b etw een the reg ulated  com p anies and  N U  E nterp rises 

b usinesses b ased  o n a co m b ination o f factors, includ ing  the characteristics o f each 

b usiness’ p rod ucts and  services, the sources o f o p erating  revenues and  exp enses 

and  the reg ulatory environm ent in w hich each seg m ent o p erates.  C ash flow s for 

total investm ents in p lant includ ed  in the seg m ent inform ation b elow  are cash cap ital 

exp end itures that d o  no t includ e am ounts incurred  b ut not p aid , cost o f rem oval, 

A F U D C  related  to  eq uity fund s, and  the cap italized  p ortions o f p ension and  P B O P  

exp ense o r incom e.  S eg m ent inform ation for all years p resented  has b een reclassified  

to  co nform  to  the current p eriod  p resentation, excep t as ind icated .  

The reg ulated  com p anies seg m ents, includ ing  the electric d istrib ution and  transm ission 

seg m ents, as w ell as the g as d istrib ution seg m ent (Yankee G as), rep resented  

ap p roxim ately 9 9  p ercent, 9 9  p ercent and  87 p ercent o f N U ’s total consolid ated  

revenues for the years end ed  D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6, resp ectively.
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The N U  E nterp rises seg m ent is co m p rised  o f the fo llow ing :  1) S elect E nerg y (w holesale 
contracts), 2) B o ulos, 3) N G S, 4 ) N G S  M echanical, 5) SE C I, and  6) N U  E nterp rises 
p arent.  

O ther in the seg m ent tab les p rim arily consists o f 1) the results o f N U  p arent, w hich 
includ es o ther incom e related  to  the eq uity in earning s o f N U  p arent’s sub sid iaries and  
interest incom e from  the N U  M o ney P ool, w hich are b oth elim inated  in co nsolid ation, 

and  interest incom e and  exp ense related  to  the cash and  d eb t o f N U  p arent, 
resp ectively, 2) the revenues and  exp enses o f N U ’s service com p anies, m ost o f w hich 

are elim inated  in co nsolid ation, and  3) the results o f o ther sub sid iaries, w hich are 
com p rised  o f R R R  and  the Q uinnehtuk C om p any (real estate sub sid iaries), M od e 1 
C o m m unications, Inc. and  the results o f the no n-energ y-related  sub sid iaries o f Yankee 

(Yankee E nerg y Services C om p any, Yankee E nerg y F inancial Services C om p any, and  
N orC onn P rop erties, Inc.).

E _ ective o n January 1, 20 0 7, financial inform ation for the rem aining  o p erations o f 

H W P  that w ere not exited  as p art o f the sale o f the co m p etitive g eneration b usiness 
w as includ ed  as p art o f the O ther rep ortab le seg m ent as these o p erations w ere no  
lo ng er consid ered  p art o f N U  E nterp rises sub seq uent to  the sale.  A ccord ing ly, H W P ’s 

rem aining  o p erations have b een p resented  as p art o f the O ther rep ortab le seg m ent for 
the years end ed  D ecem b er 31, 20 0 8  and  20 0 7.  

A s a result o f the sale o f N U  E nterp rises’ retail m arketing  and  com p etitive g eneration 
b usinesses, the financial inform ation used  by m anag em ent w as red uced  to  the 
rem aining  w holesale contracts, the o p erations o f the rem aining  energ y services 
b usinesses and  N U  E nterp rises p arent.  A s a result o f exiting  these b usinesses in 
20 0 6, the o p erations o f N U  E nterp rises have b een ag g reg ated  and  p resented  as o ne 
rep ortab le seg m ent for the years end ed  D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6.

N U ’s consolid ated  statem ents o f incom e for the years end ed  D ecem b er 31, 20 0 7 and  
20 0 6 p resent the o p erations for N G C , includ ing  certain com p onents o f N G S, M t. Tom , 
SE SI, a p o rtion o f the fo rm er W ood s E lectrical and  SE C I as d iscontinued  o p erations.  

F o r further inform ation and  inform ation reg ard ing  the exit from  these b usinesses, see 

N ote 14 , “R estructuring  and  Im p airm ent C harg es and  D iscontinued  O p erations,” to  the 
co nsolid ated  financial statem ents.

Intercomp any Transactions:  To tal Select E nerg y revenues from  C L& P  rep resented  

ap p roxim ately $6.1 m illion o f to tal N U  E nterp rises’ revenues for the year end ed  
D ecem b er 31, 20 0 6.  To tal C L& P  p urchases from  Select E nerg y related  to  no ntrad itional 
stand ard  o _ er contracts are elim inated  in co nsolid ation.  There w ere no  such 
transactions in 20 0 8  o r 20 0 7.  

S elect E nerg y p urchases from  N G C  and  M t. Tom  rep resented  $ 160 .7 m illion throug h 
N ovem b er 1, 20 0 6, at w hich tim e N U  co m p leted  the sale o f its 10 0  p ercent ow nership  in 
N G C  stock and  M t. Tom .

Customer Concentrations:  S elect E nerg y p rovid ed  b asic g eneration service in the N ew  
Jersey m arket throug h 20 0 7.  In  20 0 6 and  20 0 5, Select E nerg y also  p rovid ed  service 
in the M aryland  m arket.  S elect E nerg y b illing s related  to  these contracts rep resented  

$ 116.1 m illion and  $4 0 4 .4  m illion for the years end ed  D ecem b er 31, 20 0 7 and  20 0 6, 
resp ectively, o f to tal N U  E nterp rises’ b illing s.  N o  o ther ind ivid ual custom er rep resented  
in excess o f 10  p ercent o f N U  E nterp rises’ b illing s for the years end ed  D ecem b er 31, 

20 0 8, 20 0 7 and  20 0 6.  A s these contracts exp ire, b illing s und er a lo ng -term  contract 
w ith N Y M PA  w ill likely exceed  10  p ercent o f N U  E nterp rises’ b illing s in future p eriod s. 

Select E nerg y rep orted  the settlem ent o f all d erivative contracts o f the w holesale 

m arketing  b usiness, includ ing  full req uirem ents sales contracts and  intercom p any 
revenues, in fuel, p urchased  and  net interchang e p ow er.  This net p resentation is a result 
o f ap p lying  m ark-to -m arket accounting  to  those contracts d ue to  the d ecision to  exit 
the w holesale m arketing  b usiness.   

R eg ulated  com p anies revenues from  the sale o f electricity and  natural g as p rim arily are 
d erived  from  resid ential, com m ercial and  ind ustrial custom ers and  are not d ep end ent 
o n any sing le custom er.
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    N U
(Millions of Dollars) E lectric G as Transmission Enterprises Other E liminations Total

For the Year E nded Decemb er 31, 20 0 8

O p era ting  rev enu es  $  4,716.1  $    577.4  $   424.8   $    114.1  $    416.6  $   (448 .9 ) $  5,8 0 0 .1
D ep recia tion a nd  a mortiz a tion (58 1.5 )  (26.2 ) (49.3 ) (0 .6 ) (13.1 ) 0 .9  (669.8  )
O th er op era ting  ex p ens es  (3,8 28 .6 ) (48 7.3 ) (138 .5 ) (8 9.6 ) (431.2 ) 435.7  (4,539.5 )

O p era ting  income/(los s ) 30 6.0   63.9  237.0   23.9  (27.7 ) (12.3 ) 590 .8
Interes t ex p ens e, net of AF U D C  (164.3 ) (21.6 ) (51.8  ) (5.6 ) (35.4 ) 9.6  (269.1 )
Interes t income 14.1  0 .5  2.1  1.0   8 .5  (10 .6 ) 15.6
O th er income, net 13.1  0 .3  21.8   -  227.5  (227.9 ) 34.8
Income ta x  (ex p ens e)/b enefi t (41.6 ) (16.0  ) (68 .8  ) (6.2 ) 28 .7  (1.8  ) (10 5.7 )
Preferred  d iv id end s  (3.6 ) -   (2.0  ) -  -  -  (5.6 )

Net income $     123.7  $      27.1  $   138 .3  $      13.1  $    20 1.6  $   (243.0  ) $     260 .8

T ota l a s s ets  (2) $11,968 .0   $ 1,424.8   $           -  $      8 5.2  $ 5,0 60 .1  $(4,549.6 ) $13,98 8 .5

C a s h  fl ow s  for tota l inv es tments  in p la nt (3) $     48 7.8   $      58 .4  $   678 .9  $            -  $      30 .3  $             -  $   1,255.4

For the Year E nded Decemb er 31, 20 0 7

O p era ting  rev enu es  $ 4,930 .8   $   514.1  $  298 .7  $       97.7  $   38 9.8   $  (40 8 .9 ) $  5,8 22.2 
D ep recia tion a nd  a mortiz a tion (428 .5 ) (24.7 ) (37.4 ) (0 .5 ) (16.7 ) 0 .8   (50 7.0  ) 
O th er op era ting  ex p ens es  (4,192.5 ) (437.1 ) (115.5 ) (77.9 ) (358 .3 ) 40 5.6  (4,775.7 )

O p era ting  income 30 9.8   52.3  145.8   19.3  14.8   (2.5 ) 539.5 
Interes t ex p ens e, net of AF U D C  (167.9 ) (19.0  ) (36.7 ) (8 .9 ) (33.3 ) 25.6  (240 .2 ) 
Interes t income 6.0   -   3.8   2.4  34.3  (26.6 ) 19.9 
O th er income, net 27.6  1.2  13.0   -  158 .3  (158 .4 ) 41.7 
Income ta x  ex p ens e (47.9 ) (11.9 ) (41.8  ) (1.7 ) (3.0  ) (3.1 ) (10 9.4 )  
Preferred  d iv id end s  (4.0  ) -   (1.6 ) -  -  -  (5.6 )

Income from continu ing  op era tions  123.6  22.6  8 2.5  11.1  171.1  (165.0  ) 245.9 
Income from d is continu ed  op era tions  -   -   -  0 .6  -  -   0 .6

Net income $    123.6  $     22.6  $   8 2.5  $      11.7  $   171.1  $   (165.0  ) $     246.5

T ota l a s s ets  (2) $ 9,977.1  $1,30 9.1  $         -  $    150 .6  $4,154.3  $(4,0 0 9.3 ) $11,58 1.8

C a s h  fl ow s  for tota l inv es tments  in p la nt (3) $    372.3  $     57.6  $  668 .9  $        0 .9  $     15.1  $            -  $  1,114.8

For the Year E nded Decemb er 31, 20 0 6

O p era ting  rev enu es  $ 5,336.0   $   453.9  $  216.0   $    90 1.8   $   355.0   $   (38 5.0  ) $  6,8 77.7 
D ep recia tion a nd  a mortiz a tion (38 7.2 ) (22.7 ) (29.8  ) (0 .7 ) (18 .8  ) 14.1  (445.1 ) 
O th er op era ting  ex p ens es  (4,652.5 ) (40 1.0  ) (93.6 ) (1,0 76.8  ) (335.9 ) 363.2  (6,196.6 )

O p era ting  income/(los s ) 296.3  30 .2  92.6  (175.7 ) 0 .3  (7.7 ) 236.0  
Interes t ex p ens e, net of AF U D C  (160 .1 ) (16.5 ) (22.4 ) (26.9 ) (37.1 ) 24.8   (238 .2 ) 
Interes t income 8 .4  -   0 .4  5.1  32.8   (28 .3 ) 18 .4 
O th er income, net 31.9  1.4  6.8   0 .1  20 5.2  (199.5 ) 45.9 
Income ta x  b enefi t/(ex p ens e) 13.4  (3.2 ) (16.4 ) 78 .1  5.0   (0 .6 ) 76.3 
Preferred  d iv id end s  (4.3 ) -   (1.2 ) -   -  -  (5.5 )

Income/(los s ) from continu ing  op era tions  18 5.6  11.9  59.8   (119.3 ) 20 6.2  (211.3 ) 132.9 
Income from d is continu ed  op era tions  -   -   -  330 .6  -  7.1  337.7

Net income $    18 5.6  $     11.9  $   59.8   $    211.3  $   20 6.2  $   (20 4.2 ) $    470 .6

C a s h  fl ow s  for tota l inv es tments  in p la nt (3) $    30 5.8   $     8 7.6  $  430 .9  $      25.8   $     22.1  $            -  $    8 72.2

(1) Includ es P SN H  g eneration activities.

(2)  Inform ation for seg m enting  total assets b etw een electric d istrib ution and  transm ission is not 
availab le at D ecem b er 31, 20 0 8  and  20 0 7.  O n a N U  consolid ated  b asis, these d istrib ution and  
transm ission assets are d isclosed  in the electric d istrib ution colum ns ab ove. 

  (3)   C ash flow s for total investm ents in p lant includ ed  in the seg m ent inform ation ab ove are cash 
cap ital exp end itures that d o  not includ e am ounts incurred  b ut not p aid , cost of rem oval, 
A FU D C  related  to  eq uity fund s, and  the cap italized  p ortions of p ension and  P B O P  exp ense or 
incom e. 

N U ’s seg m ent inform ation for the years end ed  D ecem b er 31, 20 0 8, 20 0 7 and  20 0 6 is as fo llow s (som e am ounts m ay not ag ree b etw een the financial statem ents and  the seg m ent 

sched ules d ue to  ro und ing ): 

 
Distrib ution(1)

R egulated Comp anies
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17. Sub seq uent E vent

O n Feb ruary 13, 20 0 9, C L& P  issued  $250  m illion o f Series A  first and  refund ing  m ortg ag e b ond s w ith a co up on rate o f 5.5 p ercent and  a m aturity d ate o f Feb ruary 1, 20 19.  The p roceed s 

from  this issuance w ill b e used  to  rep ay short-term  d eb t and  to  fund  C L& P ’s o ng oing  cap ital investm ent p rog ram s.

CON SOLIDATE D STATE ME N TS OF  Q U AR TE R LY  F IN AN CIAL DATA (U N AU DITE D)
 Q uarter E nded (a)

(Thousand s of Dollars, except per share information) March 31, June 30 , Sep temb er 30 , Decemb er 31, 

20 0 8

O p era ting  R ev enu es  $ 1,519,967 $ 1,325,345 $1,50 6,8 97 $ 1,447,8 8 6
O p era ting  Income 132,272 138 ,119 149,0 77 171,297
Net Income 58 ,393 57,8 48  72,68 9 71,8 98

B a s ic a nd  F u lly  D ilu ted  E a rning s  Per C ommon S h a re $          0 .38  $          0 .37 $         0 .47 $          0 .46

20 0 7      

O p era ting  R ev enu es  $ 1,70 3,518  $ 1,391,772 $1,450 ,977 $ 1,275,959
O p era ting  Income 155,733  116,8 0 8  123,360  143,58 0
Income from C ontinu ing  O p era tions  76,40 7 46,0 12 50 ,18 2 73,295
(L os s )/Income from D is continu ed  O p era tions  (1,313) 2,541 (58 ) (58 3)
Net Income 75,0 94 48 ,553 50 ,124 72,712

B a s ic a nd  F u lly  D ilu ted  E a rning s /(L os s ) Per C ommon S h a re:     
   Income from C ontinu ing  O p era tions  $          0 .50  $          0 .30  $         0 .32 $          0 .47
  (L os s )/Income from D is continu ed  O p era tions  (0 .0 1) 0 .0 1 -  - 

Net Income $          0 .49 $          0 .31 $         0 .32 $          0 .47

(a) The sum m ation o f q uarterly E P S  d ata m ay not eq ual annual d ata d ue to  ro und ing .  
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SE LE CTE D CON SOLIDATE D FIN AN CIAL DATA (U N AU DITE D)

(Thousand s of Dollars, except percentag es and  share information) 20 0 8  20 0 7 20 0 6  20 0 5  20 0 4

B a la nce S h eet D a ta :      
Prop erty , Pla nt a nd  E q u ip ment, Net  $ 8 ,20 7,8 76 $ 7,229,945 $ 6,242,18 6 $ 6,417,230   $ 5,8 64,161
T ota l As s ets   13,98 8 ,48 0   11,58 1,8 22  11,30 3,236  12,567,8 75   11,638 ,396 
T ota l C a p ita liz a tion (a )  7,293,960   6,667,920   5,8 79,691  5,595,40 5   5,293,644 
O b lig a tions  U nd er C a p ita l L ea s es  (a )  13,397  14,743  14,425  13,98 7   14,8 0 6

Income D a ta :      
O p era ting  R ev enu es   $ 5,8 0 0 ,0 95 $ 5,8 22,226 $ 6,8 77,68 7 $ 7,346,226  $ 6,48 0 ,68 4
Income/(L os s ) from C ontinu ing  O p era tions    260 ,8 28   245,8 96  132,936  (256,90 3 )  70 ,423 
Income from D is continu ed  O p era tions   -   58 7  337,642  4,420    46,165

Income/(L os s ) B efore C u mu la tiv e E ffects  of Accou nting   
C h a ng es , Net of T a x  B enefi ts   260 ,8 28   246,48 3  470 ,578   (252,48 3 )   116,58 8
C u mu la tiv e E ffects  of Accou nting  C h a ng es , Net of T a x  B enefi ts   -  -  -  (1,0 0 5 )  -

Net Income/(L os s ) $ 260 ,8 28  $ 246,48 3 $ 470 ,578  $ (253,48 8  ) $ 116,58 8

C ommon S h a re D a ta :      
B a s ic E a rning s /(L os s ) Per C ommon S h a re:      
Income/(L os s ) from C ontinu ing  O p era tions   $ 1.68  $ 1.59 $ 0 .8 6 $ (1.95 ) $ 0 .55
Income from D is continu ed  O p era tions    -  -    2.20   0 .0 3   0 .36 
C u mu la tiv e E ffects  of Accou nting  C h a ng es , Net of T a x  B enefi ts   -  -  -  (0 .0 1 )  -

Net Income/(L os s ) $ 1.68  $ 1.59 $ 3.0 6 $ (1.93 ) $ 0 .91

F u lly  D ilu ted  E a rning s /(L os s ) Per C ommon S h a re:      
Income/(L os s ) from C ontinu ing  O p era tions  $ 1.67 $ 1.59 $ 0 .8 6 $ (1.95 ) $ 0 .55
Income from D is continu ed  O p era tions   -   -  2.19  0 .0 3   0 .36 
C u mu la tiv e E ffects  of Accou nting  C h a ng es , Net of T a x  B enefi ts   -  -  -  (0 .0 1 )  -

Net Income/(L os s ) $ 1.67 $ 1.59 $ 3.0 5 $ (1.93 ) $ 0 .91

B a s ic C ommon S h a res  O u ts ta nd ing  (Av era g e)  155,531,8 46  154,759,727  153,767,527  131,638 ,953   128 ,245,8 60  
F u lly  D ilu ted  C ommon S h a res  O u ts ta nd ing  (Av era g e)  155,999,240   155,30 4,361  154,146,669  131,638 ,953   128 ,396,0 76
D iv id end s  Per S h a re $ 0 .8 3 $ 0 .78  $ 0 .73 $ 0 .68   $ 0 .63
M a rk et Price - C los ing  (h ig h ) (b ) $ 31.15 $ 33.53 $ 28 .8 1 $ 21.79  $ 20 .10
M a rk et Price - C los ing  (low ) (b ) $ 19.15 $ 26.93 $ 19.24 $ 17.61  $ 17.30  
M a rk et Price - C los ing  (end  of y ea r) (b ) $ 24.0 6 $ 31.31 $ 28 .16 $ 19.69  $ 18 .8 5 
B ook  V a lu e Per S h a re (end  of y ea r) $ 19.38  $ 18 .79 $ 18 .14 $ 15.8 5  $ 17.8 0  
T a ng ib le B ook  V a lu e Per S h a re (end  of y ea r) $ 17.54 $ 16.93 $ 16.28  $ 13.98   $ 15.17
R a te of R etu rn E a rned  on Av era g e C ommon E q u ity  (%)  8 .8   8 .6  18 .0   (10 .7 )  5.1 
M a rk et-to-B ook  R a tio (end  of y ea r)  1.2  1.7  1.6  1.2   1.1

C a p ita liz a tion: 
C ommon S h a reh old ers ’ E q u ity                                                                        48 %                     
Preferred  S tock    2  2  2  2   2 
L ong -T erm D eb t (a )  57  54  50   55   54

                                              

(a) Includ es p ortions d ue w ithin o ne year, b ut exclud es R R B s.

(b) M arket p rice inform ation reflects closing  p rices as reflected  by the N ew  York Stock E xchang e.
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SE LE CTE D CON SOLIDATE D SALE S STATISTICS (U N AU DITE D)

 20 0 8  20 0 7 20 0 6  20 0 5  20 0 4

R evenues:  (Thousand s)     

R e g u late d  c om p an ie s :

R es id entia l $ 2,525,635  $ 2,558 ,547  $ 2,40 9,414  $ 2,0 8 0 ,395  $ 1,70 7,434 
C ommercia l  1,60 7,224   1,735,923   1,977,444   1,727,278    1,429,60 8
Ind u s tria l  399,753   412,38 1   58 9,742   577,8 34   513,999 
W h oles a le  545,127   392,675   38 8 ,635   411,361   344,254 
S treetlig h ting  a nd  R a ilroa d s   38 ,522   45,8 8 0    52,8 53   47,769   41,976 
M is cella neou s  a nd  elimina tions   24,673   8 4,0 43   133,925   159,40 2   143,431

T ota l E lectric  5,140 ,934   5,229,449   5,552,0 13   5,0 0 4,0 39   4,18 0 ,70 2 
T ota l Ga s   577,390    514,18 5   453,8 94   50 3,30 3   40 7,8 12

T ota l - R eg u la ted  comp a nies  $ 5,718 ,324  $ 5,743,634  $ 6,0 0 5,90 7  $ 5,50 7,342  $ 4,58 8 ,514

N U  E n te rp ris e s :

R eta il $ -  $ -  $ 58 3,8 29  $ 1,212,176  $ 8 57,355 
W h oles a le   31,8 8 2   25,992   20 ,163   644,541   1,722,60 3 
Genera tion  -   -   258 ,178    210 ,8 33   196,191 
S erv ices   78 ,625   68 ,324   39,8 8 7   10 2,327   117,50 0  
M is cella neou s  a nd  elimina tions   3,574   3,354   (243 )  (257,750  )  (245,745 )

T ota l - NU  E nterp ris es  $ 114,0 8 1  $ 97,670   $ 90 1,8 14  $ 1,912,127  $ 2,647,90 4

O th er mis cella neou s  a nd  elimina tions   (32,310  )  (19,0 78  )  (30 ,0 34 )  (73,243 )  (755,734 )

T ota l $ 5,8 0 0 ,0 95  $ 5,8 22,226  $ 6,8 77,68 7  $ 7,346,226  $ 6,48 0 ,68 4

R e g u late d  c om p an ie s  - S ale s :  (G W H )      

R es id entia l  14,50 9   15,0 51   14,652   15,518    14,8 66 
C ommercia l  14,8 8 5   15,10 3   14,8 8 6   15,234   14,710
Ind u s tria l  5,149   5,635   5,750    6,0 23   6,274
W h oles a le  3,576   3,8 55   8 ,777   4,8 56   5,78 7 
S treetlig h ting  a nd  R a ilroa d s   340    353   332   348    348

T ota l  38 ,459   39,997   44,397   41,979   41,98 5

R e g u late d  c om p an ie s  - C u s tom e rs :  (A v e rag e )     

R es id entia l  1,70 0 ,20 7   1,697,0 73   1,68 6,169   1,674,563   1,659,419 
C ommercia l  190 ,0 67   18 9,727   18 8 ,28 1   195,8 44   194,233
Ind u s tria l  7,342   7,291   7,40 6   7,638    7,752 
S treetlig h ting  a nd  R a ilroa d s   4,60 5   3,8 55   3,8 73   3,912   3,930

T ota l E lectric  1,90 2,221   1,8 97,946   1,8 8 5,729   1,8 8 1,957   1,8 65,334 
Ga s   20 4,8 34   20 2,743   199,377   196,8 70    194,212

T ota l  2,10 7,0 55   2,10 0 ,68 9   2,0 8 5,10 6   2,0 78 ,8 27   2,0 59,546
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N ortheast U tilities Trustees

R ichard H . B ooth 
C hairman, HSB  Group, Inc., a specialty  
insurer and reinsurer; C hairman,  
Hartford Steam B oiler Inspection &   
Insurance C ompany, a p rovider of  
insurance and engineering services and 
investments; and V ice C hairman, Transition 
P lanning and C hief Administrative O ? cer, 
American International Group, Inc. 

John S. Clarkeson
C hairman Emeritus,  
The B oston C onsulting Group, Inc.

Cotton M. Cleveland 
P resident, M ather Associates,  
a leadership  and organizational  
development consulting firm

Sanford Cloud, Jr. 
C hairman and C hief E xecutive O ? cer,  
The C loud C ompany, LLC

James F. Cordes 
R etired, Former Executive V ice P resident,  
The C oastal C orporation

E . G ail de P lanq ue  
P resident, Strategy M atters, Inc.,  
a consulting firm

John G . G raham  
R etired; Former Senior V ice P resident and 
C hief F inancial O ? cer, GP U , Inc. 

E lizab eth T. K ennan * 
P resident Emeritus, M ount Holyoke C ollege, 
and Partner, C ambus-K enneth Farm

K enneth R . Leib ler 
Former C hairman, B oston O p tions Exchange

R ob ert E . Patricelli 
C hairman and C hief E xecutive O ? cer, 
Women’s Health U SA Inc., a p rovider of 
w omen’s health care services, and Evolution 
B enefits, Inc., a p rovider of payment services 
for consumer-directed benefits

Charles W . Shivery 
C hairman of the B oard,  
P resident and C hief E xecutive O ? cer, 
N ortheast U tilities

John F. Sw op e  
Attorney, R etired

* Lead Trustee

N ortheast U tilities O f cers

Charles W . Shivery 
C hairman of the B oard, P resident  
and C hief E xecutive O ? cer

David R . McH ale 
Executive V ice P resident  
and C hief F inancial O ? cer

Leon J. Olivier 
Executive V ice P resident  
and C hief O perating O ? cer

G regory B . B utler 
Senior V ice P resident and General C ounsel

Shirley M. Payne 
V ice P resident —  Accounting and C ontroller

R andy A. Shoop  
V ice P resident and Treasurer

Samuel K . Lee     
Secretary

O. K ay Comendul
Assistant Secretary

Susan B . W eb er
Assistant Treasurer —  F inance

N ortheast U tilities Service 
C om p any O f cers

Charles W . Shivery
C hairman, P resident and  
C hief E xecutive O ? cer

David R . McH ale
Executive V ice P resident and  
C hief F inancial O ? cer

Leon J. Olivier 
Executive V ice P resident  
and C hief O perating O ? cer

G regory B . B utler 
Senior V ice P resident and General C ounsel

James B . R ob b  
Senior V ice P resident —  Enterp rise P lanning 
and D evelopment

James A. Muntz 
P resident —  Transmission

Michael F. Ahern 
V ice P resident —  U tility Services

Laurie E . Aylsw orth  
V ice P resident —  Transmission P rojects, 
Engineering and M aintenance

David H . B oguslaw ski 
V ice P resident —  Transmission 
Strategy and O perations

Cameron M. B ready 
V ice P resident —  F inance

Jeb rey R . K otkin 
V ice P resident —  Investor R elations

Jean M. LaV ecchia 
V ice P resident —  Human R esources

Johnny D. Magw ood 
V ice P resident —  C ustomer Experience 
and C hief C ustomer O ? cer

Margaret L. Morton 
V ice P resident —  Governmental AZ airs

Shirley M. Payne 
V ice P resident —  Accounting and C ontroller

R andy A. Shoop  
V ice P resident and Treasurer

Lisa J. Thib daue 
V ice P resident —  R egulatory 
and Governmental AZ airs

Marie T. van Luling 
V ice P resident —  C ommunications

Samuel K . Lee 
Secretary

E lectric &  G as O p erating  
C om p any O f cers

C L& P  —  The C onnecticut Lig ht and  P ow er 
C om p any

P SN H  —  P ub lic Service C om p any of N ew  
H am p shire

W M E C O  —  W estern M assachusetts E lectric 
C om p any

Yankee G as —  Yankee G as Services C om p any

Charles W . Shivery 
C hairman, C L& P, P SN H, WM EC O   
and Yankee Gas

Leon J. Olivier 
C hief E xecutive O ? cer, C L& P, P SN H, WM EC O  
and Yankee Gas

P eter J. Clarke 
P resident and C hief O perating O ? cer,  
WM EC O

G ary A. Long 
P resident and C hief O perating O ? cer,  
P SN H

R aymond P. N ecci 
P resident and C hief O perating O ? cer,  
C L& P

R odney O. P ow ell 
P resident and C hief O perating O ? cer,  
Yankee Gas

David R . McH ale 
Executive V ice P resident  
and C hief F inancial O ? cer, C L& P, P SN H, 
WM EC O  and Yankee Gas

G regory B . B utler 
Senior V ice P resident and General C ounsel, 
C L& P, P SN H, WM EC O  and Yankee Gas

James A. Muntz 
Senior V ice P resident —  Transmission, 
C L& P, P SN H and WM EC O

Marc N . Andrukiew icz 
V ice P resident —  O perations, Yankee Gas

Laurie E . Aylsw orth  
V ice P resident —  Transmission P rojects, 
Engineering and M aintenance, C L& P, P SN H 
and WM EC O

David H . B oguslaw ski 
V ice P resident —  Transmission Strategy and 
O perations, C L& P, P SN H and WM EC O

K enneth B . B ow es 
V ice P resident —  C ustomer O perations, 
C L& P

Dana L. Louth  
V ice P resident —  Energy D elivery Services, 
C L& P

John M. MacDonald 
V ice P resident —  Generation, P SN H

Shirley M. Payne 
V ice P resident —  Accounting and C ontroller,
C L& P, P SN H, WM EC O  and Yankee Gas

W illiam J. Q uinlan 
V ice P resident —  F ield M aintenance,
C L& P

Paul E . R amsey 
V ice P resident —  Energy D elivery, P SN H

R andy A. Shoop  
V ice P resident and Treasurer,  
C L& P, P SN H, WM EC O  and Yankee Gas

Samuel K . Lee 
Secretary, C L& P, P SN H and Yankee Gas 
and Secretary and C lerk, WM EC O

trustees and oT cers  
(as of feb ruary 27, 20 0 9) 
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N ortheast U tilities
N ortheast U tilities o p erates N ew  E ng land ’s larg est energ y d elivery system  w ith 

ap p roxim ately 1.9  m illion electric custom ers in C o nnecticut, N ew  H am p shire and  

M assachusetts and  ap p roxim ately 20 0 ,0 0 0  natural g as custom ers in C o nnecticut. N U  is  

the p arent com p any o f several com p anies, includ ing  the follow ing  p ub lic utility com p anies:  

The C o nnecticut Lig ht and  P ow er C om p any, P ub lic Service C om p any o f N ew  H am p shire, 

W estern M assachusetts E lectric C om p any and  Yankee G as Services C om p any.

Sharehold ers
A s o f Feb ruary 28, 20 0 9, there w ere 4 3,965 com m on sharehold ers o f record  o f N o rtheast 

U tilities, hold ing  an ag g reg ate o f 156,0 4 4 ,0 0 0  com m on shares.

C om m on Share Inform ation
The com m on shares o f N o rtheast U tilities are listed  o n the N ew  York Stock E xchang e.  

The ticker sym b ol is “N U ,” althoug h it is freq uently p resented  as “N oeast U til” and /or  

“N E  U til” in various financial p ub lications. The hig h and  low  d aily closing  p rices and  

d ivid end s p aid  for the p ast tw o  years, by q uarters, are show n in the chart b elow .

    Q uarterly  

Year Q uarter H igh Low  p er Share

2 0 0 8   F irs t $ 3 1 .1 5  $ 2 4 .0 1  $ 0 .2 0   

 S e c on d   $ 2 7 .7 4  $ 2 5 .1 2   $ 0 .2 0  

 Th ird   $ 2 8 .0 3  $ 2 4 .5 2   $ 0 .2 1 2 5  

 F ou rth   $ 2 5 .9 7  $ 1 9 .1 5   $ 0 .2 1 2 5  

2 0 0 7   F irs t $ 3 2 .7 7  $ 2 7 .4 0   $ 0 .1 8 7 5  

 S e c on d   $ 3 3 .5 3   $ 2 7 .3 7  $ 0 .1 8 7 5  

 Th ird   $ 2 9 .4 2   $ 2 6 .9 3  $ 0 .2 0   

 F ou rth   $ 3 2 .8 3  $ 2 7 .9 8  $ 0 .2 0  

  

Transfer A g ent and  R eg istrar
B N Y  M ellon Shareow ner Services 

4 80  W ashing ton B oulevard  

Jersey C ity, N J 0 7310 -19 0 0  

1-80 0 -9 99 -7269

Investor R elations
You can contact o ur Investor R elations D ep artm ent: 

Je_ rey K otkin: 860 -665-5154  

B arb ara N iem an: 860 -665-324 9  

w w w .nu.com /investors

Sharehold er A ccount A ccess
W e have p artnered  w ith B N Y  M ellon Shareow ner Services to  o _ er you o nline access  

to  yo ur im p ortant shareow ner com m unications in a sing le secure p lace. A s an  Investor 

ServiceD irect® (ISD ) reg istered  user, you m ay also  enroll in M LinkSM , w hich o _ ers you 

im m ed iate o nline access to  yo ur shareow ner corresp ond ence. Sim p ly log  in to  ISD  at  

w w w .b nym ellon.com /shareow ner/isd . Step -by-step  instructions w ill p rom p t you throug h 

q uick and  easy enrollm ent.

D ivid end  R einvestm ent P lan
N ortheast U tilities o _ ers a d ivid end  reinvestm ent p lan called  B uyD IR E C T. This p lan is 

sp onsored  by the stock transfer ag ent and  not o nly o _ ers the reinvestm ent o f d ivid end s 

b ut p rovid es b oth reg istered  sharehold ers and  interested  first-tim e investors an a_ ord ab le 

alternative for b uying  and  selling  N U  shares. To  req uest an enrollm ent p ackag e, p lease call 

1-80 0 -9 99 -7269  o r lo g  o n  to  w w w .b nym ellon.com /shareow ner/isd .

D irect D ep osit for Q uarterly D ivid end s
D irect d ep osit p rovid es the convenience o f autom atic and  im m ed iate access to  yo ur fund s, 

w hile elim inating  the p ossib ility o f m ail d elays and  lost, stolen o r d estroyed  checks. This 

service is free o f charg e to  yo u. P lease call 1-80 0 -9 99 -7269  to  req uest an enrollm ent form .

A nnual M eeting
The A nnual M eeting  o f Sharehold ers o f N o rtheast U tilities w ill b e held  at 10 :30  a.m .  

o n  M ay 12, 20 0 9, at the Sheraton Sp ring field  M onarch P lace H otel, O ne M onarch P lace, 

Sp ring field , M A .

C om p liance w ith N ew  York Stock E xchang e C orp orate G overnance R ules
The com p any’s A nnual R ep ort o n Fo rm  10 -K  fo r 20 0 8  contained  the certifications req uired  

by Section 30 2 o f the Sarb anes-O xley A ct o f 20 0 2, and  o n June 12, 20 0 8, the com p any’s 

C hief E xecutive O f cer p rovid ed  the N ew  York Stock E xchang e w ith the req uired  annual 

w ritten certification that he w as no t aw are o f any violations by the co m p any o f the 

E xchang e’s corp orate g overnance listing  stand ard s.

Form  10 -K
N ortheast U tilities w ill p rovide shareholders a copy of its 20 0 8  Annual R ep ort on Form 10 -K , 

including the fi nancial statements and schedules thereto, w ithout charge, up on receip t of a 

w ritten req uest sent to: 

O. K ay Comendul 

Assistant Secretary 

N ortheast U tilities 

P.O. B ox 270  

H artford, CT  0 614 1-0 270

R eview  Your A nnual R ep ort and  P roxy E lectronically 
A n o p tion to  receive your annual rep ort and  p roxy m aterials electronically b eg an in 20 0 5, 

w hen N U  sharehold ers ap p roved  a chang e to  the D eclaration o f Trust, w hich allow s us to  

o _ er electronic d elivery o f annual m eeting  m aterials. Sharehold ers interested  in this o p tion 

m ay log  o n to  w w w .b nym ellon.com /shareow ner/isd . It w o uld  b e help ful to  have your N U  

Investor ID  num b er o n hand  w hen you g o  o nline. Your Investor ID  num b er can b e fo und  o n  

the co rresp ond ence recently m ailed  to  yo u by The B ank o f N ew  Yo rk o r by calling   

1-80 0 -9 99 -7269.

N U  w ill d onate $5 to  The A m erican C hestnut Found ation, an o rg anization d evoted  to  

restoring  the A m erican C hestnut tree to  o ur fo rests, for every reg istered  sharehold er w ho  

sig ns up  fo r electronic d elivery o f o ur 20 0 9  annual m eeting  m aterials.

shareholder information
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N ortheast U tilities is co m m itted  to  sustainab ility and  p rotecting  the environm ent. In co nd ucting  o ur b usiness, w e:

consistent w ith o ur corp orate vision; 

by estab lishing  sp ecific o b jectives and  m easurab le targ ets that p rom ote continuous im p rovem ent and  by rep orting  o ur environm ental 
p erform ance; and  

and  p revent p ollution resulting  from  o ur activities.

To  that end , o ur 20 0 8  annual rep ort is p rinted  o n recycled  p ap er using  10 0  p ercent and  30  p ercent p ost-consum er w aste w ith soy-b ased  inks.

The Forest S tew ardship  C ouncil (F SC ) is an international certifi cation and lab eling system for p roducts that come from resp onsib ly managed 
forests and verified recycled sources. U nder F SC  certifi cation, forests are certified against a set of strict environmental and social standards, 
and fib re from certified forests is tracked all the w ay to the consumer through the chain of custody certifi cation system. Th is means forests, 
p ulp  p roviders, mills, merchants and p rinters must all ob tain F SC  certifi cation in order for a p roduct to carry the F SC  logo or lab el.
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creating an environment for growth
W e’re very proud of the financial and operational successes we achieved in 

2008. W e b elieve they are a springb oard that makes N ortheast U tilities one 

of the region’s energy leaders for b oth today and tomorrow.
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2008 ANNUAL REPORT

creating  an environm ent for g row th
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