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PROCEEDI NGS

CHAI RVAN GETZ: Good nor ni ng,
everyone. This is a public informational session in
Docket DE 11-014, concerning the Northern
Utilities/NSTAR nerger.

On Novenber 22nd, 2010, Nort heast
Uilities filed a registration statenment with the
Securities and Exchange Comm ssi on announcing its
i ntended nmerger with NSTAR On January 18, we
schedul ed this informational session for the purpose
of NU and PSNH presenting detailed information
regardi ng the proposed nerger and expected i npacts,
and al so an opportunity to present the Conpany's
opi nion regarding the extent of the Conm ssion's
aut hority over the proposed nerger. On February 1st,
PSNH filed a nunber of materials, which also includes
t he Conpany's position that New Hanpshire | aw does
not require Conm ssion approval of the proposed
action.

For today's purposes, we'll permt the
Conpany to make its presentati on, both on the nerger
and on its position with respect to jurisdiction, and
then there'll be an opportunity for public conmment

W th respect to both the nerger and its potenti al
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effects and the questions of |aw regarding
jurisdiction. And we'll also provide an opportunity
for any filings in witing that anyone would like to
make that's here today. And the deadline for any of
t hose additi onal comments would be two weeks from

t oday, which would be February 21st.

So, all right. Let's -- and I'll also
note that | have one indication from M. Linder that
he would like to speak. |If there's anyone that -- |
understand that Ms. Hatfield would |ike to speak. |If
there's anyone else that would like to speak, | wll
go around the roomafter the Conpany's presentation.

Ms. Hatfield.

MS. HATFI ELD:  Thank you, M.

Chai rman. Just a procedural question. During the
Conpany's presentation, could parties ask questions;
or, if we had questions, should we submt themto the
Company? Just wondering how we shoul d proceed in
that regard

CHAl RVAN GETZ: Well, for today's
pur poses, questions will be -- if there's any
questions, it will be fromthe Comm ssion. To the
extent that there are questions that you nm ght have,

| woul d assune that the Conpany woul d be prepared to
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stay after to answer any questions you m ght have, if
you think there's sonething that needs to be
submitted in witing.

M. Bersak, do | assune correctly that
you' d be happy to stay after we | eave today to answer
questions that Ms. Hatfield or others m ght have for
t he Conpany?

MR. BERSAK: Yes, M. Chairman. W
have people here who are intinately famliar with the
transaction fromboth the Northeast Utilities side
and from NSTAR s side. And if anybody's has
questions, we would be very happy to try to respond
to their questions after the session today.

CHAl RVAN GETZ: Gkay. Thank you.

Ms. Ami don, anything from Staff?

MS. AM DON: No.

CHAI RMAN GETZ: Al right. Then,

M. Bersak.

MR. BERSAK: Thank you. As the
Comm ssi on knows, |'m Robert Bersak. |'mthe
assi stant secretary and assi stant general counsel for
Public Service Conmpany of New Hanpshire. Wth ne
today on ny direct right is David R MHale. He is

the executive vice-president and chief financial
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officer for Northeast Uilities. He has testified
before this Conm ssion before. To M. MHale's right
is Douglas S. Horan. And Doug is the senior
vi ce- presi dent and secretary and general counsel for
NSTAR. To Doug's right is ny boss, Gegory B.
Butler. Geg is the senior vice-president and
general counsel of Northeast Uilities. OCh, they
changed order on ne. Geg's on ny far right. And to
Geg's left -- I"'msorry -- is Lisa B. Thi bdaue,
who's vice-president for rates and regulatory for
Northeast Utilities Service Conpany. Also with ne
today in the back helping ne, right behind ne is
Al |l en Desbiens, who you're very famliar wth.

And M. Chairman, as you noted at the
outset, the Comm ssion initiated this docket to
gat her informati on regardi ng any inpacts the proposed
mer ger between Northeast Uilities and NSTAR m ght
have on PSNH and its custoners. As | noted, we're
happy to be here, happy to conply and to provide
information to you and to the other parties that are
here. That's why David, Doug, Greg and Lisa nmade the
trip to Concord today.

You al so indicated that we did nake a

filing on February 1st with this Comm ssi on, which
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i ncl uded copies of every filing that |'m aware of
regarding the nerger that's been nmade wth the SEC
the FERC, the NRC, the DPUC, the DPU, the M ne PUC
the FCC, and any other conbination of letters |
haven't tal ked about. If it's been filed, | think
|"ve provided it to this Conm ssion to review. And
| " ve provided copies of data request responses that
have been nmade in simlar sessions in Massachusetts
and Connecti cut .

We al so provided the Conmi ssion with
full printed copies of the joint proxy
statenent/prospectus. That's a 260-page docunent
whi ch i ncludes questions and answers regardi ng the
nmerger. It includes financial data, includes nerger
details, the nerger agreenent itself, conpany
i nformati on, and many other itens relating to the
transaction. Al the information that we've provided
has been posted and is available fromthe
Comm ssion's web site now

M. MHal e and NSTAR s CFQO, Janes
Judge, provided testinony, dated Novenber 24, 2010,
to the Massachusetts DPU supporting the petition
filed with that agency for approval of the

transaction. Their joint testinony was part of the
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informati on that we provided to the Conm ssion on the
1st of February. That testinony provides a good
summary of the transaction and al so refl ects how none
of either NU s or NSTAR s operating conpanies will be
adversely affected. |Indeed, their testinony
descri bes how the operating conpanies and their
custoners, including PSNH and its custoners, wll
benefit fromthe transaction. | have copies of that
testinony which I will provide to you follow ng M.
McHal e' s presentation.

On that note, M. MHal e has prepared
a briefing to provide you with an understandi ng of
the rationale and benefits of the nerger, an overvi ew

of NSTAR, sone details about the nerger transaction

itself and howit will inmpact PSNH. | do have copies
of that presentation which I will now pass out so you
can follow along, and | will al so be providi ng copies

of this to the Comm ssion follow ng today so that it
can al so be posted on the web site. | have copies in
two different formats for peopl e back here.

M. MHale, the floor is yours.

MR. McHALE: So, the logistics here
are a little anwkward. So |I thought maybe if | sort

of stood there, you could watch the slides and we
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could have a little bit of a dialogue. Does that
wor k for the Comm ssioners?

CHAl RMAN GETZ: That woul d be fine.
think the biggest issue is whether the court reporter
can hear you and whether the rest of the room can
hear you.

MR, McHALE: Ckay. Allen, why don't
we go right to Slide 3. Wat | intended to do is go
t hrough the benefits of the nmerger; the rational e of
the merger; a little bit of an NSTAR overview, the
merger transaction, in terns of what the structure
Is, the | eadership teamand the like; and then talk
specifically about the inpact on PSNH

So why don't we turn to Page 4. And 4
is really the rationale of the conbination itself.

If you can queue that up, Allen, next
sl i de, please.

The first one really tal ks about the | arger
platformthat this entity will sort of bring to bear.
W'l talk a little bit |ater about the relative size
of NSTAR versus NU. But the conbination of those two
Wil create the largest electric utility conpany that
is sort of domciled here in New England. And we'l|

speak to sort of the financial wherewithal this

DE 11-014} [ PUBI C | NFORVATI ON SESSI ON] {02-07- 11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

10

creates, a broader financial wherew thal, a stronger
conmpany froma financial standpoint. It brings sort
of a full sort of |eadership teamtogether that can
hel p ki nd of support policy, who can innovate, and
really brings the experience of these two conpanies
together with the sort of |ocal control and a | ocal
ki nd of ownershi p.

In terns of the enhanced custoner service, one
thing that | think you'll find as we tal k about NSTAR
is they are extrenely proud of the custoner service
record; arguably, one of the best custoner service
records in the region. 1In fact, when you | ook at
their custonmer service statistics, they rank in the
top quartile of all their peers, in ternms of their
J.D. Power scores, their reliability, their ability
to sort of nmaintain their electric system their gas
systemand the like. And | think that's sonething
that wll provide for sone best-practice anal ysis
down the road as wel |.

On the third bullet we kind of tal ked about this
experi ence and conpl enentary | eadership team W'
show you how t hese two conpani es cone together froma
| eader shi p standpoi nt, what specific individuals have

been naned to the | eadership, and where they cone
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fromand what roles they'll play. But you'll find
there's sort of a strong |evel of |eadership from
bot h conpanies who will stay with this organization
going forward and bring to bear the benefits of that
experience for the region.

And that really speaks to the |ast point about

our partnership. W do think that as we spend tine

bringing this conpany together, there wll be savings
and there will be benefits for custonmers for sure. |
will tell you right now, we are kind of early in that

process. W are really about integrating the
conmpani es right now and focused very nuch on what is
required to bring themtogether so that we wll have
a legal closing, sort of day one, and everything has
to be done at that point. So the focus isn't
necessarily on things |like best practices and synergy
analysis. It's really about how do we nmake sure that
we consunmate a cl ose, and what are those policies
and procedures that nust come together; what are
those things that we nust do around safety, around
financials; how do we sel ect an auditor; how do we
make sure we can close the books. That is the focus
over the next three, five, even six nonths.

Al'l en, on the next page, in terns of sone
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specific benefits, we'll tal k about the financi al
benefits. But one of the things that is, you know,

very certain here is that the conbination of this

entity will bring sort of this enhanced credit
profile. In fact, we have already sort of wal ked
through the credit-rating agencies, |like Standard &

Poore's and Moody's. And | think what we're going to
find is that, because this conpany, and both
conpanies are really purely regul ated conpani es, they
have a very high-quality business profile that is a
lowrisk profile, and that they expect, because NSTAR
flows off cash, and we are users of cash, and we'l|
have to rely on the external financial narkets |ess,
it's likely that PSNH and sonme of the other NU system
conpani es actually get a credit-rating upgrade, which
would work to lower their cost to capital. W'l

cone back to that in a nonent.

And one thing | think that's inportant to know
that is different fromthis transaction perhaps from
ot her transactions that the Conm ssion has seen is
it's a nerger of equals. There is no prem um being
paid to the NSTAR shareholder. And in fact, it's a
stock-for-stock transaction. So there's no cash

i nvol ved, there's no financing involved. W're not
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going to |l everage this conpany. There isn't
additional interest expense. So there's not this big
push to recover. And we won't be recovering things
l'i ke additional interest expense, because we didn't
do any financing. |It's a pure stock-for-stock
transaction. And we'll show you later on in the
presentati on how we constructed this so that's the
case. So the credit agencies |like that, because
we're not putting nore debt on this conpany, and
we're taki ng advantage of a very high credit-quality
conpany in NSTAR and the cash flow that's provided.
And | do think those benefits of having a | ower cost
of capital, they will over tine flow to PSNH
cust oners.

The second bullet really touches on that nore
succinctly. | think it my take a little bit of
time, but nmaybe as early as the consummation of this
transaction there may be a credit-rating upgrade.
So, to the extent that PSNH is borrow ng nonies, both
long term and short term and you have seen PSNH
before this Comm ssion seeking financing authority,
it is likely, then, that their interest rates wll be
|l ower, and that will work its way through | ower

revenue requirenents.
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| nportantly on the third bullet, as well, sone
of us still have fresh in our m nds the financi al
crisis. Qur need to rely on the external financi al
mar ket s and the whins of the external financi al
mar kets, both froma debt and equity standpoint,
should be really | essened because of that point I
said earlier. The internally generated cash flow of
NSTAR is going to work its way to the NU Hol di ng
Conpany |l evel. And when PSNH needs financi ng, equity
financing, typically the parent would go out and
i ssue comon stock, NU common stock. In the future,
they won't have to do that. They'|ll use cash flow
that's generated in the system So we won't have to
worry about whether the equity markets are open and
whet her banks are in the nobod to | end and the I|ike.
That will be a very powerful benefit.

And then, lastly, the fourth bullet, you know,
enhanced opportunities over tine to achieve a | ower
cost structure. And | do think that's going to take
us a little bit of tinme here, and specifically around
t he technology platform and specifically around
custoner care systens in particular. So when you
t hi nk about the investnents that we've nade in

custoner care systens in our call centers and cal
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center technol ogy, and what is sort of loomng in the
future, given custoner denands and i ncreasing
custonmer demands and the like, certainly it's going
to make sense that we're nmaking those investnents
over a platformof three-plus mllion custoners,

rat her than our own snall er existing custoner base.
So that is sonething that we'll be spending nore tine
on in the future.

Allen, Slide 6. This is just a depiction that
NSTAR likes to use. And really, it's a very sinple
representation of sonething |I think they take great
pride in. And it starts with custoner service,
delivering excellent customer service. W'IlIl talk
about sone of their statistics in a nonent. But |
think the theory is, for sure, the big focus on
maki ng sure they get the bl ocking and the tacking
right -- that is, picking up the phones and
responding to custoners tinmely, with good, quality
i nformati on; naking sure that they're focusing their
busi ness nodel to keep costs low. That certainly
creates this sense of a good regul atory environnent,
and good regul atory relations. They believe strongly
that getting the custonmer equation right and the

regul atory equation right is going to get the right
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financial success and the right financial returns

over tine. Getting the right financial equation, |

woul d argue, also |owers the cost of capital, |ower
equity cost of capital. And so that circle of
debate, if you will, | think has worked very, very

successfully for themover the | ast several years.

I'll also say, in terns of that custoner service
pi ece, sonething that is somewhat new, but a
directive of sone legislation in Massachusetts, is a
bi gger focus now on energy-efficiency initiatives.
And t he anopunt of spending that they're putting into
energy efficiency under the Geen Conmmunities Act has
really been ranpi ng up.

So | think the conbination of these two
conpani es, NU and NSTAR, will be able to capitalize a
| ot of the work that NU has been doing, along with
PSNH, for, really, decades in the energy efficiency
and conservati on of | oad managenent space, and then
provide, | think, even nore innovative products for
custoners over tine.

CHAl RMVAN GETZ: Excuse ne, M. MHal e.
One question. | don't know if you're going to
address this at sone point. But if you could speak

to the integration of the custoner service operations
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processes, how that may play out over tine, nake sure
that we don't have any gaps or overlaps in howthat's
i nt egr at ed.

MR McHALE: | can speak to it. 1t'll
be a fairly short conversation. But | can start by
saying there'll be no gaps, and there'll be no
overlaps. And the reason it wll be a fairly short
conversation is because we're just very early in the
i ntegration of that process.

Their primary custoner care center is
in Massachusetts, in a town called Wstwod. O
course, | think you may know t hat we have two primary
custoner care centers: One in Connecticut, in
W ndsor, and then one here in Manchester, New
Hanmpshire. | don't expect that that's going to
change dramatically. But I'll be careful to say --
not to go much further, because we really haven't
studied this. And that will be sonething that we're
| ooki ng at.

Now, sort of the |ocal presence of
t hose may not change, but the systens and the
technology and the like, that's sonething that we'l]l
be studying as well. But we're very, very cogni zant,

even in this integration planning phase, that you've
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got to keep your eye on the ball. [It's sort of job
one is to keep the lights on, keep the gas fl ow ng,
answer the phones and the |ike. But that will be
somet hi ng we study over the coni ng nonths and
quarters, and maybe even | onger, about how to really
optim ze custoner care for our custoners throughout
New Engl and.

CHAI RVAN GETZ: But there's no plan to
make any changes in the short termis what you're
sayi ng, but there may be over tine plans for greater
i ntegration or sonething.

MR MHALE: 1'd go even one step

further in saying there are no plans quite yet for

anything. | nmean, that's -- I"'mnot trying to be too
flip about that. But we're at the very forefront on
it. But I think it would be safe to say | don't

t hi nk you shoul d expect any dramatic or
transformati ve changes in the near termin the way
we're delivering custoner care to our system

CHAI RVAN GETZ: Thank you.

MR. McHALE: You're wel cone.

Just sone quick facts about NSTAR |
think many of you are famliar with the conpany.

It's the | argest Massachusetts utility. So we
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have -- that is, wiwthin the NU system -- arguably one
of the smaller ones in Western Massachusetts
Electric. You're also aware of National Gid. But
t he conbi nation, then, of NUwth Western Mass.
El ectric and NSTAR, will continue that position and
have a very, very strong position within the state.
You can see, in terns of custoner
count, there are about 1.1 mllion custoners on the
el ectric side, 300,000 or so on the gas side. And
"Il kind of nmeasure that against PSNH in a nonent.
And it's largely residential, like PSNH is
residential. And it's a regulated platform Al nost
100- percent regul ated platform And you can see that
86 percent of their revenues are derived fromthe
el ectric business, about 14 percent fromthe gas
busi ness. So they're predonm nantly an electric
conpany that way. And they currently hire and enpl oy
about 3, 000 peopl e.
Ckay. Just turn the page, if you
could, Allen, just in ternms of sone statistics here.
One thing that | think is sort of an
interesting item and it's really that second bullet.
They have 35,000 nmiles of distribution lines, with

37 percent underground. PSNH has about 14,000 mles
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of distribution, but only 11 percent underground. So
when you're sort of thinking about these busi nesses,
they' re very different distribution businesses, given
t he concentration of underground. So when we're sort
of thinking about kind of O & M costs and costs per

m |l e and mai ntenance, et cetera, even the technol ogy
to keep these sorts of systens up and running, that's
sonething that we'll spend sone tine on: How does an
underground systemdiffer fromreally a distribution,
ki nd of overhead systen? And they both have about
950 mles or so of transm ssion overhead.

In ternms of sort of size and scale on the
distribution rate base, you can see the statistic
there. Distribution rate base at NSTAR for year-end
09 was $2-1/2 billion. It's about $1.5 billion for
PSNH. So, you know, al nbst every neasure -- of
course, NSTAR is a larger firmthan PSNH. But it's a
different firm in that they're nuch nore of an urban
utility. A lot of concentration in Boston, a | ot of
underground facilities as well. And |ike PSNH
they' re a FERC business. Their transm ssion busi ness
has a tariff established and set by the FERC, and its
rates and ROEs are al so determ ned by the FERC

On 9, just sonme -- a quick set of statistics on
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their gas business. As | said earlier, 300, 000
custoners. |If you can kind of | ook through some of
these bullets here, it's sort of a typical LDC type
of business, in ternms of the service they provide.
Their residential custoners can choose their own gas
supplier as well. And they have a fairly small, but
$500-mllion-ish rate base. As | said, it's about 14
or 15 percent of the revenues of that conpany.

Change topics a little bit. But |I think this is
one that's inportant. On Slide 10, in terns of just
managi ng their costs, this, again, is a very, very
significant focus and has been a very successful
focus for NSTAR over the years, in ternms of just
| ooking at their non-fuel O & M expense and their
ability to really control those costs.

They, too, did a nerger in about 1999 with
Commonweal th Energy and really acquired a nunmber of
small utilities through that process. And they have
been managi ng their costs, and they have been -- you
can see the nunbers here -- sort of grow ng those
costs at less than a 1-percent conpounded annual
growh rate in an inflation environnment that was two
to three tines that. So, very, very good answer for

the custoners during that tine frane.
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They do have a pension and benefits tracker, as
do nost of the Massachusetts utilities. But away
fromthat, very, very inpressive in productivity and
performance-driven culture, and very, very inpressive
statistics in overall results as well. W would hope
that that is one of the synergies, if you will, of
really being able to use that |everage, that
behavi or, and that skill set to do the sane for PSNH
over the years.

On Slide 11, | nentioned this earlier. But ,
again, a very, very inpressive bal ance sheet and
financial profile for NSTAR In fact, they have the
No. 1 rating of an electric utility inthe S &P
uni verse. So, in terns of just credit quality and
financi al wherew thal and bal ance sheet strength,
that will add to the overall NU system And PSNH
will directly benefit fromthat, because rating
agencies, |like Standard & Poore, |ook at the totality
of the NU system They don't necessarily | ook at

just PSNH. So, if the average conpany within NU is

i nproving, PSNH s credit quality will inprove as
well. And that is what | said earlier. That should
reduce interest costs over tine. |If you just |ook at

where PSNH s rated right now, they're at a Triple
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B-plus, which is several notches | ower than A-plus.
And what we mght find is PSNH coul d becone, because
of this transaction, an A-rated utility. For those
of you who have been following PSNH for quite sone
years, it's been a while since PSNH was an A-rated
utility. So that's sonething that we wll keep this
Comm ssion up to date on.

Let's turn to the nerger itself. In terns of
the merger, we've called it a "nerger of equals."”
W'l touch on that in a nonent.

When we announced this transaction on
October 18th of |ast year, we said that it would be 9
to 12 nonth, in terns of the tinme franme for
approvals. So that will land sonetine md-July and
m d- Septenber of this year. And we're on course for
that. And those approvals are required for both
federal shareholders and the state, and we'll show
you a depiction of that set of approval requirenents
in a nonment.

We' ve said, because it's a nerger of equals,
we' || have dual headquarters. And that will be the
case. NSTAR is headquartered out of the Prudenti al
Center in Boston, and we are headquartered in

Connecticut. And we anticipate, going forward, that
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we wll continue to have a very strong presence in
those states and continue to have the presence in our
own office here in Manchester, New Hanpshire.

You know this by now, but just to be clear. The
Conpany nanme will be Northeast Utilities. Northeast
Uilities is the acquiring entity, the |legal and
accounting acquiring entity. And I'll show you how
that works in a nonent.

In terns of the consideration, it's
stock-for-stock, which neans if you're a NSTAR
shar ehol der, you're going to exchange your NSTAR

shares for NU shares. And t he NSTAR share and ti cker

synbol will eventually go away. W have structured
this so that it's a tax-free transaction. 1'll touch
on that in a nonment. Inportantly, there's no

acqui sition premum And to do this, there's no cash
i nvol ved, there's no premumpaid to NSTAR
sharehol ders. It is an exchange-ratio transaction.
You see that in the next bullet. The 1.312 is sinply
the share price of NSTAR divided by the share price
of NUwthin the 20 prior trading days |eading up to
t he announcenent .

Wien you | ook at the pro forma ownership, al

that really nmeans is what was the size of ownership
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by NU, in terns of the market value of its equity
out st andi ng versus NSTAR s equity value. And you'l
see that NU is actually the bigger conpany. About
56 percent of the equity value of this conbi ned
conpany woul d have been fromthe existing NU

shar ehol der base and 44 fromthe NSTAR sharehol der
base. | want to enphasi ze, of course, that when we
have a | egal consunmmati on of the transaction,
everyone i s an NSTAR -- excuse ne -- NU sharehol der.
But just in terns of where is the value today, it's
this 56 and 44 percent.

In ternms of overall governance, you can see a
nunber of itens here. Chuck Shivery is to be the
non- executive chairman. Chuck is the CEO president
and chai rman today of NU, but he will stay on for a
period of 18 nonths as the non-executive chairman.
Tom May is the CEQ, president and chair of NSTAR He
w ||l becone the new CEO of the conbi ned conpany, NU
There wll be 14 board nenbers. Again, in concert
wth this "nerger of equals" statenent, there wll be
an even split: Seven board nenbers from NSTAR, seven
board nenmbers from NU.

Let's spend a nonent on the current structure

and then howthis wll work its way into the conbi ned
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conmpany. So on the left side of this page you can
see Northeast Uilities. You should recognize this.
We have a nunber of existing subsidiaries, sonetines
referred to as "first tier" or "drop down"
subsidiaries, including PSNHA W would -- for
exanple: W would own 100 percent of the common
equity in PSNH And they are a first-tier
subsidiary. W have forned two additi onal
subsidiaries. You can see them here, NU Hol di ng
Energy 1, LLC, and NU Hol ding Energy 2, LLC. Hol ding
Conpany 1 is often referred to as "the nerger sub.”
Hol di ng Conpany 2 is often referred to as "the
acquisition sub.™ And I will tell you why that is
rel evant goi ng forward.

On the right side is NSTAR s structure. And it
is simlar to Northeast Uilities, in that it's a
hol di ng conpany that has its franchi ses that we just
di scussed earlier. So, NSTAR Gas and NSTAR El ectric
wll be sort of a first-tier sub, the way that PSNH
is afirst-tier sub to NU

So, let's start with the transacti on. It's a
two-step transaction. And that is being done to
structure, froman |IRS standpoi nt under federal tax

code, a stock-free -- excuse ne -- a tax-free,
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stock-for-stock transaction. So, if you' re a NSTAR
shar ehol der, when you exchange your NU stock -- or
excuse ne -- your NSTAR stock for NU, you will not
pay federal taxes. Technically, this is called a
reorgani zati on under the Federal Tax Code 368-A, a
reorgani zati on structured very deliberately for this.
That's why we have this two-step process.

In the first step, you can see NSTAR in green
here. NSTAR will actually nerge, then, with its NU
hol di ng conpany, NU Hol ding Energy LL 1. NSTAR wil|
becone the naned entity there, and it will becone the
surviving trust, okay. And that just occurs for just
a noment.

And if you nove to the next slide, Allen, you'l
see that in the second step, that NSTAR is actually
acqui red by NU Hol ding Energy 2, and it is renaned
NSTAR, LLC. And NSTAR, LLCis the first-tier
subsidiary of Northeast Uilities. And while this is
happeni ng, the existing NU subsidiaries, whether it's
PSNH or CL&P, renmain unchanged. There is no change
in ownership. There is no change in structure,
| egal , accounting or otherw se. Nothing changes for
any of those conpani es.

When you're done, on Page 16, what you'll see at
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the conpletion of the two-step process is existing NU
subsidiaries off to the left here and then NSTAR

LLC, which is, in effect, the holding conpany for its
first-tier subsidiaries, NSTAR El ectric and NSTAR
Gas.

And laid out in alittle bit nore detail on the
next slide, and this should look famliar to you, is
this sort of the pro forma view of how the Northeast
Uilities Holding Conpany will |ook. So these are
all of our holding conpanies. There you can see PSNH
towards the left, and over towards the right you can
see NSTAR, LLC

And, again, just to enphasize this point:

Not hi ng changed about PSNH before the transaction, NU
hel d 100 percent of the commbn shares of that

conpany. During and after, we continue to hold

100 percent of the commpbn shares of PSNH It was
never noved. |t was never reorgani zed. It was never
restructured. It remains right there, very

simlar -- in fact, exactly simlar to CL&P or Yankee

Gas or Western Massachusetts El ectric.
From a managenent organi zati on standpoi nt, and |
touched on this a little bit earlier, you can see in

green there is the board of trustees. There wll be,
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as | said, seven from NSTAR, seven from NU. NU w ||
have the non-executive chair. W've naned that.

That is Chuck Shivery. And we will also have the

|l ead trustee. Tom May will be the president and CEO
of the conpany. Again, dual headquarters in both
Boston and in Hartford. And we have announced Tom
May's | eadership team So his direct report team
you can see those individuals here. Again, wthin
the spirit of the nmerger of equals, there are three
executives fromthe existing Northeast Uilities and
three fromthe existing NSTAR So you should
recogni ze G eqg Butler. He wll be the new general

counsel of this conpany. You should recognize ny

nane, David MHal e. | wll not be the chi ef
fi nancial officer. | will be the chi ef
adm ni strati ve officer. In fact, | will run custoner

care and customer experience as part of this
transaction. And perhaps you al so know Lee A ivier.
Lee is with NU, and he will be the chief operating
officer. And then, from NSTAR, JimJudge wll be the
chief financial officer. Jimis currently the chief
financial officer of NSTAR Chris Carnody will run
HR. And then you can see Joe Nol an, and Joe Nol an

w il be the senior vice-president of custoner
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relations. So we've kind of built this sort of
merger of equals both at the board | evel and now
wthin the | eadership team

QUESTI ON BY COW SSI ON:

CHAI RMAN CGETZ: M. MHale, | think --
goi ng back to 17, on the org chart. Wat's the
effect on operations at the whol esal e transm ssi on
level ? Are NSTAR and NU going to still nmintain
their own tariffs at FERC? 1Is it going to affect
relati onships with 1SO? |Is NEPOOL nenbership
affected in any any? How does that play out?

MR. McHALE: Froma |egal and
corporate structure, first of all, nothing changes.
You don't see transm ssion on here. Transmssion is
owned by the legal entity in each state. So, PSNH
owns the transm ssion, as they own the distribution.
That will not change. W're not noving that to a
di fferent conpany. W're not going to reorganize the
way that | ooks. Going forward, we antici pate that
PSNH wi I | then have its tariff filed with the FERC
as well the other operating conpanies. W don't
anticipate that changing in the near term |'m not
sure that will change even in the longer term So |

don't think you shoul d expect changes there.
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CVBR. | GNATI US: M. MHal e, building
on that, though, the relationshi ps through Northeast
Uilities and how they inpact rates that are set at
FERC and passed down to the subsidiari es,
specifically the RNS and LNS tariffs for Public
Service here, would that see any sort of change, good

or bad, as a result of the transacti on?

MR. McHALE: Well, | think that the
general way that we construct those tariffs will not
change, getting to your coment, "good or bad." So,

to the extent that the cost of service change and the
revenue requirenents change, then those certainly
woul d be included in the new fornula rates going

forward. So that gets back to the question around

w Il costs change, will synergies be reflected. And
as | said earlier, there will be synergies. W know
costs are going to change down the road. |It's going

to take us sonme tine to get to that point of kind of
i ntegration of these conpanies. |If interest cost
shoul d change or the cost of capital shoul d change,
t hose costs would get captured by the tariff, and
they would flow to custoners as those costs are
changed thenselves. But | don't anticipate that our

basi ¢ met hodol ogy around cal cul ati ng or all ocating
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costs down through those tariffs wll change. 1'd
ask ny colleagues if they have sone additional views
on that.

MS. THI BDAUE: Yeah, | would just add
alittle clarification. NU has a system w de
transm ssion tariff that all the CL& and PSNH w | |
be rolled up into that. W do not anticipate that
we're going to have to nerge the NSTAR tariff into
that tariff. W believe NSTAR will keep its separate
tariff, and we will keep the NU systemtariff
separate. Years ago, FERC would have required us to
roll themtogether. That doesn't seemto be their
practice of late. And we don't anticipate that we're
going to have to roll themtogether. So, as David
said, as we go through the integration and
cost-efficiencies, that will be allocated, you know,
to each of the system conpanies the way we do
al l ocations. Does that hel p?

CVMBR I GNATIUS: It does. Thank you.

CVMSR. BELOW And so will the NSTAR
operating subsidiaries, like NSTAR Electric, naintain
their identity as NSTAR operating conpani es?

MR. McHALE: They will.

CVMSR. BELOW  Ckay.
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MR. McHALE: That was one of the
original discussion itenms, in terns of the basic

operati ng nodel and nanagenent nodel of this conpany.

So you shoul d expect to see that PSNH will naintain
its identity, as wll our CL&P conpany, and, in turn,
NSTAR El ectric. In fact, we kind of structured it

that way and al ready naned the officers who would run
NSTAR El ectric and NSTAR Gas.

CHAl RMAN GETZ: Thank you.

MR. McHALE: On the regul atory
tinmeline, we talked about that a little bit. W
announced the nerger on Cctober 18th. W' ve been
wor ki ng our way through the regulatory tine frane and
the regulatory filings. W have filed much of this
so far at both the state and the federal level in
Massachusetts, at the FERC, in particular, where
we' ve had perhaps nost of the activity.

On the sharehol der-approval side, both
sets of sharehol ders nust approve the transacti on.
Bot h sets of shareholders require two-thirds approval
of the outstanding shares. W have al ready
desi gnated March 4th as the special neeting to
consummat e that vote. And we're in the process, the

solicitation process now, and our sharehol ders are
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actively voting on the transacti on.

I n Massachusetts, we have a docket
cal endar out that we are currently running through.
W're in the discovery process there. On April 6th
t hrough roughly the 22nd, there will be hearings in
the evidentiary process that ends towards the end of
May. And we anticipate that approvals would be
granted in the July time frane.

Then, lastly, in terns of the specific
i mpacts on PSNH.  And | think you probably gathered
sone of this --

QUESTI ON BY COMM SSI ON:

CHAI RVAN GETZ: Well, before we junp
there, this just caught ny eye. The second quarter
of 2011, the Maine PUC, is that the Somersworth
facilities? Wat's jurisdictional in Miine?

MS. THI BDAUE: Wnan 4.

MR. BERSAK: The jurisdictional
facilities that we have in Miine that make us subject
to their regulations, the Public Uilities in M ne,
are the transm ssion facilities we have in York
County. So the things that go, |ike, from Berw ck
into York, we have two transm ssion |ines there.

W have the Three Ri vers substation
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that serves Central WM ne Power custoners. And
basically, one end is across the river from our

Newi ngton and Schiller stations, and New ngton and
Schiller feed into that transm ssion systemthat go
across southern York County and then back into New
Hanpshi re.

And then we have one other piece of
transm ssion that's up near Swans Falls, and that
goes into Fryeburg, Maine, into the Conway area. And
those are the utility assets that we have that
provide the Maine PUC with jurisdiction over PSNH

And as you're aware, PSNH does own a
very snmall percentage, just north of 3 percent, of
Wnman 4. But since they're de-regul ated, that
doesn't really give jurisdiction of the utility over
PSNH. But we do have that ownership still on that
station.

CHAI RVAN GETZ: Gkay. Thank you.

CMSR. I GNATIUS: And also in that
bl ock, it says that you need regul atory approval from
the FCC. Wiy is that?

MR, BERSAK: We have a nunber of radio
i censes that NSTAR has that have to be transferred

over to a new |l i censee. So the FCC has to nmake sure
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that the transfer would be in the public interest.
And as I'm-- | think that we've received that.

MR HORAN: We've received that.

MR, BERSAK: W' ve received that
approval already.

CVBR | GNATI US:  Ckay.

CHAI RVAN GETZ: Thank you.

MR. McHALE: And the |last slide that
we have offered here is the specific inpacts on PSNH
which we really have touched on many of these. But
hopefully it's apparent that no changes to the rates
or services of PSNH are contenpl ated. So, nothing
around specific tariffs, rate design, the way that
we're delivering service to our custoners, no
expectations of a change there. And in terns of
PSNH s corporate structure, no change to their
corporate structure. No consolidation of PSNH  No
merger of PSNH into any of the other affiliates. W
went through that. There's no | egal or accounting or
financi al change of control of Northeast Uilities,

t he hol di ng conpany. The nerger itself will not
result or trigger any change in control over PSNH.
As an exanple: PSNH s debt renains outstandi ng.

There's no change of control over its debt. There's
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no call or restructuring of its bal ance sheet or
capital structure. That will stay in place. W do
not anticipate any change in PSNH s dividend policy
or capital structure. W expect that there will be
continuity in that as well.

We do think that, over tine, PSNH and
its custonmers will benefit fromthe scale of this
mer ger and reduce costs. W tal ked about that a
little bit. | don't think that's going to happen
early in the process. | think it's going to take us
quite sone tine to really integrate these conpanies
and nmerge these conpani es and create further
synergi es and benefits. | think they are there, but
that's not something that we're going to see
initially. W wll drive towards that over tine, and
we'll do that prudently and carefully.

We did say that, particularly given
the econony, this transacti on was not about | ayoffs.
We're not going to create synergies by reduci ng our
work force in Manchester or Boston, or in
Connecticut, for that matter. That's sonething that
woul d be integrated over tine. W know there is
dupli cation, but we were very focused and very

deli berate in how we i npact people in our communities
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and econom ¢ devel opnent as we bring these conpanies
t oget her.

We've already said that we are very
commtted to our existing policies around supporting
bot h our phil ant hropy, our communities, our enployee
base. And | think that's sonmething you'll see us be
qui te deli berate about.

And then, lastly, and we touched on
this, no adverse inpacts on rates, terns, operations
for PSNH. Not hing negative that we really see at all
goi ng forward.

Ckay. So that woul d just maybe
concl ude ny prepared presentation. W'd be happy to
take additional questions fromthe Conm ssioners.

CMSR I GNATIUS: M. MHale, | do have
a few other questions. Feel free to pass it on to
anybody else if that would be better.

You said that you don't anticipate
| ayoffs. That's not how you woul d expect synergies
to occur. Are there other enpl oyee changes that are
likely to result, in terns of enployee benefits or
ternms of enpl oynent?

MR. McHALE: Those are itens that

we're studying right now. W do have different
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benefit plans and prograns. Perhaps the one that has
the nost dissimlarity is our benefit prograns, our
pensi on prograns. For PSNH, we have a defined -- for
all new enpl oyees, we have a defined contribution
program a 401(k) type of structure. For NSTAR they
have sonething akin to a defined benefit program

al t hough it has been updated over the years. W have
to sort of think about how those plans remain and
whet her we sort of honogeni ze those plans, whether we

i ntroduce one conbi ned pensi on plan. W have not

done that yet, but that's sonething that we'll be
studying. |In fact, we're already engaged in studying
t hat .

CVMBR I GNATIUS: And simlarly on
retirenent benefits, is that -- are you al so studying
now how those will go in the future?

MR. McHALE: W are. W are.

CVBR I GNATIUS: | take it you have
the option to seek sone sort of common package for
enpl oyees or nmaintain things very separately from one
conpany to anot her.

MR. McHALE: Wll, we have the option,
certainly, to maintain things separately. W don't

have a full array of options to honobgeni ze every
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plan. There are union contracts, and certain
enpl oyee cl asses have contracts. And so it's not as
easy as saying we're going to create sort of one
unified plan that sort of fits both sides of the
equat i on.

CMSR. I GNATIUS:  You al so said that on
the call centers and | ocations in Manchester and
el sewhere, that you said they may not change. Do you

know anyt hi ng nore definitive than that?

MR. McHALE: Yeah, | apologize. |I'm
really not trying to be coy on this. |'mbeing a
little guarded only because, |like everything else in

the integration process, we have not nmade deci si ons.
| anticipate that we aren't going to have real

transformati ve and real profound changes around that.

In the back of ny mnd, |I'm being even nore careful,
because, going forward, | know |I'm going to be
runni ng these organi zations. 1've got a little bit
of learning to do nyself. But | think that we've had

great success at Northeast Utilities over the |ast
three or four years, in terns of inproving our own
custoner service and our custoner satisfaction. And
nobody wants to see that sort of change. NSTAR has

made great strides over the | ast decade and has very,
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very good performance criteria. Nobody wants to
upset that, either. But the conbination of these
two, at the very least, should create benefits when
you | ook at naybe integrating the way we do busi ness,
in ternms of comobn technol ogi es and platforns and the
like. | just can't see a situation right in front of
me that would pick up all of these call centers and
nmove themto a different |ocation or consolidate
them But I'mgoing to stop short of saying that
definitively because that just has not been studied.

CVMSR. I GNATIUS: Wl I, for those
peopl e working in Manchester, should they have any
concerns that, cone the closing date, they will not
be working i n Manchester anynore?

MR. McHALE: They shoul d not have
t hose concerns.

CVMBSR. I GNATIUS: Wen you do get to
the integration of systens and the difficulty of
software and platfornms com ng together that you
menti oned before, we know that that can be extrenely
conplex and that interface with custoners can get
nmore difficult than you think it should be. Have you
ei ther already worked on or do you have plans to

really devel op and test out a system when you get to
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sone cutover, when you're sharing platforns or
shifting fromone to other?

MR MHALE: Wll, in terns of
systens, |'d say our real priority right now, we're
focused on what absolutely has to cone together to
close this transaction. And the first systemis the
financial system So you can appreciate that we both
have separate financial systems. W use themto kind
of close the books and neet all of our |egal
requi renents. Well, because NU is going to be the
| egal and the accounting acquirer, we need one
financial system and one financial platform W're
exam ning how to use NU s financial platformto do
that, so that when it's QL, we're ready to go and we
can cl ose the books, announce earnings, and neet all
our obligations and disclosure requirenments. So
that's sort of first. And, yes, that will be tested.
We call that the "financial bridge.” W think we
have the information to do that and technol ogy to do
that. But as you sort of touched on, it's sort of
one thing to kind of look at this in a vacuum and
it's another thing to actually go out and do it. And
we do expect to experience sone disruption. So that

w il happen. And if the nerger closes in the third
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quarter, we wll be prepared to do it, and we will be
prepared to do the testing. And that will be the big
shakedown. We will not | ook at, probably, the
custoner care consolidation and that technology in
that tinme frame. There's no need to do it. W're
going to send out bills the way that we do it today.
We'll do it tinmely and we'll do it accurately, and it
w |l be done by the sane professionals.

Sonetinme in the future, depending on
the priorities of this conpany, we will then begin to
think about: Are there additional benefits, cost
benefits, reliability, service benefits of
integrating these either virtually or physically?

And so things |like, you know, how do you use cal
center technol ogy or automated response systens, or
how do you get better information deployed to the
field so that you can talk to custoners about when
service wll be restored, all of that we need to kind
of | ook at.

CGenerally, NSTAR has a slightly
di fferent technol ogy phil osophy because they do
out source sone of their custoner care technol ogy. W
have a new platformthat we've invested in over the

|ast three to five years that's working well. There
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may be an opportunity to bring NSTAR onto our
platform W don't know for sure, but we suspect
that may be an option. And we know from our own
experi ences, that bringing over a mllion and a half
custoners onto your custoner care platformis a huge,
huge project that involves data integrity, data
translation. And you want to do that so there is
really no disruption in customer service. W are not
going to do that in three nonths. W may not even be
able to do that in three years. But that is
sonething we'll | ook at when the tinme is right.

So, a long answer. | apol ogi ze.

CVMBR I GNATIUS: No, it's very
hel pful. | appreciate it.

You said that the stock transaction is
roughly 1.3 to 1, based on the stock prices |eading
up to the announcenent of the nerger; is that
correct?

MR. McHALE: Yes, 1.312 to 1

CVBR | GNATIUS: Do you know what the
share prices are today or what they were after the
announcenent was nade?

MR. MHALE: | do. | do. And

roughly, the stock prices have sort of responded and
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have i ncreased about 10 percent for NSTAR and about
8 percent for NU since we announced on Cctober 18th.
So, if you | ooked at NU shares today, they'd be in
the $33 range, and NSTAR would be in the $44-ish
range.

CVMBR I GNATIUS: Wen it initially was
announced, was there a drop in the NU share price?

MR MHALE: 1In the first couple of
hours, there was a drop. And then, what we've seen
over -- it was announced on a Monday. The market
opened at 9:30, as it does. Over, as | said, the
first few hours, and naybe the day, there was a very
smal|l drop. And over the balance of the week they
responded very well. Both NSTAR and NU shares were
trading up. And over the |l ast several weeks and
nont hs we have significantly out-perforned our peers
in the business in the broader utility indexes in the
busi ness.

CMSR. I GNATIUS: | think the final

thing | wanted to ask you is about the closing dates.

They l ook like anticipated dates. | realize sone of
this is out of your control, in terns of other
entities' approvals. Do you have a -- what's the

cl osest target date you can give us for closing?

DE 11-014} [ PUBI C | NFORVATI ON SESSI ON] {02-07- 11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

MR McHALE: W' re planning the

integration around the July 1st date. | think that'

46

S

probably an aggressive date. So | think the earli est

date -- and ny col |l eagues at the table here can give

their views. But | think probably the earliest would

be a July tine frane.

VR. HORAN: Yeah, | think that's true.

CVMBR I GNATIUS: Is there a drop-dead

dead, that if you haven't reached all of your
approvals by a certain date, the deal is off?

MR. McHALE: There's not drop-dead

date, but there's a date at which NSTAR and NU woul d

have to agree to continue the nmerger agreenent.

CVSBR. | GNATI US: And what's that date?

MR MHALE: March - -

MR HORAN: It's eighteen nonths after

the initial agreenent.

VR. MHALE: So it'd be March of 2012.

CVBR I GNATIUS: | think the only
other thing | forgot about, |I'msorry, is have you
quantified yet fees and costs to nake all of this
happen?

MR. McHALE: We have quantified fees

and costs, and they're contained in the joint proxy
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statenent. So we've been quite public about them
And they're largely fees paid to i nvestnment bankers
to help structure the transaction and render a
financial opinion, and to outside |law firnms who have
al so hel ped and are hel ping to structure the
transaction. And | believe that's in the $60- to
$80 mllion range in total for both conpani es.

CVMBR I GNATIUS: Is there a way in
whi ch those expenses work their way down to PSNH
rat epayers?

MR MHALE: Well, as | said, we're
not, at this point, |ooking to change any rates,
tariffs, schedules, costs or otherwise in relation to
this transaction. So, whether those costs flowto
custoners or not is subject to a rate case or future
cost-of -service study and the like. |It's really not
t he focus of the nmerger approval process.

CVBR | GNATI US: Thank you.

MR. BERSAK: Comm ssioner |gnatius,
you asked about the current share price. | just
checked, and within the last five mnutes, if you
were to divide NSTAR by NU, it cones out to 1.313.

CMSR. | GNATI US:  Thank you.

CHAI RVAN GETZ: Thank you, M. MHal e.
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| guess at this point, M. Bersak, in

terns of the other issue we set forth in our letter

fromthe 18th, | believe it was, we spoke to the
i ssue of jurisdiction. 1In your filing on
February 1st, you set forth your position. | guess

at this point I'd give you an opportunity to speak to
that orally. Wat's your pleasure?

MR. BERSAK: Thank you, M. Chairman.

You're right. The Comm ssion asked
for two things in its letter that's at docket in this
proceeding. One was to present the Conpany's opinion
regardi ng the extent of the Comm ssion's authority
over the transaction under New Hanpshire aw. And we
did file a detail ed nenorandum of |aw on the 1st of
February. | don't want to just read that menorandum
to you. But basically, in a very high level from
what M. MHal e just described to you, you see that
PSNH i s not going to be changed at all. PSNH w | |
remain a first-tier subsidiary of Northeast
Uilities. None of PSNH s properties are being sold
or acquired or nerged by anybody el se. The PSNH t hat
you see today will be the PSNH you'll see after the
transacti on i s consummat ed.

You al so saw fromthe transacti on

DE 11-014} [ PUBI C | NFORVATI ON SESSI ON] {02-07- 11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

49

slides that Northeast Utilities will renmain Northeast
Uilities, and that Northeast Utilities is not being
i npacted by this nerger through any kind of a sale or
acquisition of NU s assets. Everything is happening
at the subsidiary |evel below Northeast Uilities.

So the parent conpany of PSNH
Northeast Utilities, is also, |ikew se, not being
sold, acquired or nmerged. This transaction is akin
to an acquisition. The acquisition's happening at a
| evel below the parent. It is very simlar to what
happened and what was di scussed by this Conm ssion
when National Gid acquired the N agara Mhawk
system There, there was a little tw st where there
was a change at the National Gid | evel that nade the
transaction jurisdictional. W don't have that
twist. And in that decision that the Comm ssion nade
back in 2001, in Order No. 23,640, but for that
twi st, which we don't have, the Conm ssion said the
transaction would not be jurisdictional. So that's
the kind of transaction we have, one, that is not
jurisdictional. Mre inportantly, though, whether or
not it's jurisdictional, the inportant thing is that
PSNH s rates, ternms of service and operations in the

state will not be adversely inpacted by this
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transaction, but there's a significant |ikelihood
they' || be benefitted fromthis transaction in the
ways that M. MHal e just described to you.

We presented to the Conm ssion nassive
amounts of information, probably nore than you ever
wanted. And the Secretary asked if I -- if the
Company coul d provide a summary of the things that we
gave you to try to say, okay, what of this is
inportant to this Conm ssion with respect to PSNH s
operations in the state. |'ve gone through that
information that we provided and that's avail abl e on
the web site, and we've nade copies of some of that
information that's available to the public that deals
directly wth the question that David MHal e just
tal ked to you about, how the transaction will affect
NU and NSTAR operati ng conpanies, includi ng PSNH
Many of the materials which | nade copies of, which
wll provide to you in a nonent, are copies of data
request responses nade in the Massachusetts
Departnment of Public Uilities proceedi ng; and,
therefore, the responses address specifically NSTAR
El ectric, NSTAR Gas or Western Massachusetts Electric
Conpany. You'll see the w tnesses on each of the

responses which I'mgoing to provide to you are both
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David MHal e and Janes Judge. But | think that these
are high-level questions that address how will the
operati ng conpani es be affected. And | think they're
responsive to the Chairman's questions that you had
of M. MHale during his presentati on.

Let nme pass those out to you right
now, and |I'll ask M. Desbhiens if he can pass them
out to all the parties here. |1'mgoing to provide
you with three piles of information. One is the
joint testinony of M. Judge and M. MHal e t hat
supported the petition before the Massachusetts
Departnment of Public Uilities seeking approval of
the transaction before that agency.

The second thing | wll provide you
are a sanple of the data request responses that
M. Judge and M. MHale are witnesses on in that
Massachusetts DPU proceedi ng which go directly to the
I ssue of how the transaction wll inpact operating
conpani es.

And the third are just three
addi ti onal extracts of things that have been filed in
this transaction. These cone fromfilings nade with
the Securities and Exchange Comm ssion. And all

these naterials are on the Comm ssion's web site.
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If you | ook at the joint testinony,
this joint testinmony fromM. Judge and M. MHale is
basically a, | don't want to call it an executive
summary -- but they're executives and it's a sumary,
so you can call it that if you'd like -- of what the
transaction is all about. It describes what the
transaction is and descri bes how theres no net harm
to the custoners of the vari ous operating conpani es
and how each of those conpanies and their customers
shoul d benefit as a result of the transaction.

If you | ook at the data request
responses, these are -- you see they start off with
the response to Data Request No. 1 fromthe
Massachusetts regul ator, asking for a description of
the nerger, which M. Judge and M. MHal e has given
very shortly, which refers back to the proxy
statenment, which in great anmount is simlar to the
briefing that he gave you today.

The second question had -- that was asked was
what's the inpact on the operating conpanies in
Massachusetts. And the answer to that was that the
nmerger is expected to have a favorable effect on the
operati ng conpani es and on the custoners of each

conmpany. As M. MHal e descri bed here today, the

DE 11-014} [ PUBI C | NFORVATI ON SESSI ON] {02-07- 11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

53

mer ger woul d conbi ne the resources of the two parent
conpani es to create opportunities for strength and
service quality, and the adopti on of best procedures,
which will yield savings to custoners.

Question No. 3 was whether there wll be any
changes to the rates, prices, charges or terns and
conditions of the conpanies or their operating
conmpanies as a result of the merger. And they note
in the response that there are no requests for such
change in rates, prices, charges or terns for any of
the joint petitioners, operating conpany subsidiaries
as a result of the transaction, but that over tine
there is the expectation that costs will decline,
conpared to what they woul d have been w t hout the
nmerger, as best practices are inplenented to lead to
i nproved efficiencies and | ower costs.

The fourth question tal ks about the effects, if
any, that the nerger will have on the distribution or
ot her rate conponents. Again, there's no change.

Question No. 5, any changes in electric and
custoner service as a result of the proposed nerger,
whi ch gets, M. Chairman, to your question. And the
response says that there's anticipation of no adverse

effects on custoner service, no service-quality
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consequences, that there's a commtnent fromthe
conpanies to continue to provide high-quality
custonmer service that neets or exceeds the custoners’
expectations. W expect that the custoner service

t hat was provided by the Conpany will be enhanced by
best practices as we go forward and that there wll
be no comprom se of the service qualities that's
provi ded by the operating conpani es.

Simlarly, Question 6 asked about inpact on
mai nt enance activities. None.

Question 7, interruptions, if there's any
interruption in service. The answer there, also, is
no anticipation of any kind of custoner service
interruptions. Daily, normal operations and
energency services will not change. Tel ephone
response, it's anticipated will have no inpact on
non- emer gency tel ephone response neasures.

And as we get finally towards the end,
Question 10: Explain how the nerger wll affect the
emer gency tel ephone response. Again, not anticipated
it wll have any negative i npact on energency
t el ephone response.

How t he nmerger will affect service appoi ntnments?

No negative inpact is anticipated on that issue,
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ei t her.
How wi I | the nerger affect nonthly neter

readi ngs? No inpact on that, either.

Question 13 tal ks about how will the nerger
af fect custoner -- our consuner division cases and
billing adjustnents. Again, no inpact is expected.

| don't want to read each one of these, but I
think these are the kind of high-Ievel questions that
have been responded to. And since M. MHale is
sitting right next to ne, 1'll ask him

| f these questions were asked, identifying
Publ i c Service Conpany of New Hanpshire instead of
t he Massachusetts operating conpani es of NU and
NSTAR, woul d the answers be the sane?

MR MHALE: We'd answer themthe sane
way .

MR. BERSAK: Finally, the | ast extract
| gave you was the one that starts off with
"Northeast Uilities General Tal king Points" on the
front. What these are, are just representative of
the information that we filed on the 1st. And the
first one tal ks about what will custoners see as a
result of the nmerger. No nerger-related rate

changes. The sane people will be providing the
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service today that are -- tonorrow as are providing
it today, but that we have great opportunities to

| everage the resources to provide better reliability
and better service going forward.

The second one is sonething
internally, which I think, Comm ssioner |Ignatius, you
wer e asking about. How w Il this inpact operations,
you know, the people working here today? Operating
conpany | eadershi p and headquarters will renain
unchanged. So you get to see ny smling face here as
early as tonorrow.

And finally, the last page is from our
application with the Federal Energy Regul atory
Comm ssion. That one, if you had to pick sonething
out to read in addition to the Massachusetts
information, the FERC filing is very inportant,
because there was a very detail ed anal ysis of what
I npact, if any, on conpetition in the regi on would
the transaction have. And that detail ed anal ysis
i ndi cates there woul d be no adverse inpact on
conpetition at the distribution, retail or on the
transm ssi on whol esale levels in the region as a
result of this transaction. |[If you read the

testinmony of Dr. Hieronynus and the study he

DE 11-014} [ PUBI C | NFORVATI ON SESSI ON] {02-07- 11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

57

provided, it provides a wealth of information as to
why this conmbination will not create any adverse
i npact on the FERC | evel either.

| believe that answers the questions
that we were asked to provide today, and we wel cone
any ot her questions what the Conm ssion nmay have.

CHAI RVAN GETZ: Well, let ne say two
things: First, we're going to give the opportunity
for others to speak. And to the extent of the issues
raised with the i ssue of New Hanpshire PUC
jurisdiction, 1'll give you an opportunity to respond
at the end.

And also, | think I nmay have said at
t he begi nning today we were going to give an
opportunity for witten comments two weeks from
t oday, which would be February 21st, which, in
t hi nking about it, I think it may be a holi day,
President's Day. So let's nmake it Friday, the 25th,
just so there's no confusion.

Wth that, M. Bersak, if there's
nothing else, 1'll give an opportunity for others to
make comrent or speak to the jurisdictional issues.

M. Linder.

DE 11-014} [ PUBI C | NFORVATI ON SESSI ON] {02-07- 11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

58

MR LINDER  Yes, M. Chairman. Thank
you, and Conm ssioners. As the Conm ssion is aware,
"' m from New Hanpshire Legal Assistance. New
Hanmpshi re Legal Assistance, for many years, has
represented | owi ncone and senior citizen custoners
and groups before this Comm ssion. And as the
Comm ssi on knows, New Hanpshire Legal Assi stance
currently represents a 501-C. 3 non-profit in
Manchester called The Way Hone. The Way Home
provi des counsel i ng and advocacy services for
| ow-i ncome clients, particularly in the areas of
housing and utilities. The Way Hone sees several
t housand | owi ncone clients per year, and nany of
those clients of The WAy Hone are participants in
various | owincome and energy-efficiency prograns
that Public Service of New Hanpshire participates in,
including the Bill Assistance -- Electric Assistance,
D scount Program the Low I ncone Energy-Efficiency
Program and others. And the concern that we woul d
li ke to convey to the Conm ssion and to the
Conpani es, which I think is inplied in the Conpany's
presentation this nmorning, is that Public Service
Conpany will continue to operate and participate in

the | owincome Electric Assistance Program the

DE 11-014} [ PUBI C | NFORVATI ON SESSI ON] {02-07- 11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

59

statew de CORE Energy-Efficiency Prograns, including
the Low I nconme CORE Energy-Efficiency Program And
as the Comm ssion knows, and as The Way Hone has
experi enced over the years, Public Service Conpany of
New Hanpshire has really been a |l eader in the area of
provi ding and participating and mai ntai ning well-run,
very efficient | owincone prograns. And we woul d be
very concerned if there were to be any inpact as a
result of this nmerger acquisition on those prograns.
And it would be helpful to alleviate that concern if
t he Conpany coul d make cl ear at sone point, either
verbally or in witing on the record, that the
Conmpanies do intend to maintain Public Service's

| eadership role in the | owinconme and
energy-efficiency prograns. And there was reference
alittle earlier this norning that there does not
expect to be any change in the philanthropy aspect of
Public Service's work.

And | assune, but would just like to
make specific nention, of Public Service's | eadership
role again in the Nei ghbor Hel pi ng Nei ghbor Program
that it provides financial assistance fromthe
el ectric conpanies and their custoners to persons and

househol ds who are not strictly eligible for the
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various | owincome prograns that | nmentioned. And so
participation in the Nei ghbor Hel pi ng Nei ghbor
programis very inportant to the | owincone
communi ty.

And with that, | would like to thank

the Comm ssion for the opportunity to present these

remar ks.

CHAl RVAN GETZ: Thank you.

M. Bersak, can you clarify, or M.
McHal e, the position with respect to -- well, | guess

abi ding by the system benefit prograns that are
requi red by statute and adm ni stered by the
Comm ssion, as well as Nei ghbor Hel pi ng Nei ghbor.

MR. BERSAK: Cdearly, to the extent we
have statutory or other |egal obligations, those are
going to be conplied with. So, participation in the
CORE Energy prograns will continue. The use of
system benefit charge funds wll continue, as
requi red by New Hanpshire statute. But we certainly
understand M. Linder's concerns, and those concerns
are our concerns. So | don't expect there will be
any degradati on whatsoever in the kind of prograns or
support that we have for the | owincone popul ation in

the state of New Hanpshire.

DE 11-014} [ PUBI C | NFORVATI ON SESSI ON] {02-07- 11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

61

As you're aware, the Nei ghbor Hel ping
Nei ghbor program M. Linder discussed has been
adm ni stered, you know, out of PSNH for many years.
We provide all of the nonprofit adm nistration. W
deal with the tax returns. And we do all that at no
charge to anybody. W just -- it's one of the
services that we provide. And I think you're also
aware that earlier this year, that the Northeast
Utilities Foundation provided $100, 000 grant to the
Nei ghbor Hel pi ng Nei ghbor Fund, so that we can
provi de enhanced assi stance to the | owincone
popul ation in the state. And it's ny
understanding -- and |I'm sure ny coll eagues to the
right will correct ne if I"'mwong -- we don't
antici pate any degradati on what soever in the kind of
phi | ant hropy, charitable or | owincone types of
servi ces and prograns going forward.

MR. McHALE: And just to give you
further assurance, Conmm ssion, there's been no
directive to cut back, not only in New Hanpshire, but
in any one of our states in which we do business on
our giving and our community support. In fact,

M. Bersak nentioned this. On the day we announced

the nerger, we nade a $1 mllion conmtnent to our
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system conpani es across the border for the Operation
Fuel , and continue our conmmtnent to this region.

do not anticipate that that will change. In fact, |
think those prograns will be strengthened. W would
hope to bring to bear the very good work that NSTAR
has done around energy efficiency and dealing with
their own issues for |owincone custoners for the
benefit of all our prograns.

CHAl RMAN GETZ: Thank you.

Before | turn to Ms. Hatfield and then
gi ve opportunity for Staff, is there anyone el se who
would |i ke to speak this norning?

(No verbal response)

CHAI RVAN GETZ: Okay. Hearing
not hi ng, then Ms. Hatfi el d.

MS. HATFI ELD: Thank you, M.

Chairman. Wth respect to the | egal question of

whet her t he Comm ssion has jurisdiction over the
proposed nerger, the OCA wll take advantage of the
Comm ssion's offer for the parties to provide witten
comments within two weeks.

As a factual natter, we just wanted to
rai se the fact that the Conpany has nade nany

representations, including stating that PSNH s rates
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and operations wll not be adversely inpacted by the
nmerger. But we just want to call to the Conm ssion's
attention all of the qualifying remarks that were

al so nade related to the fact that they don't --
can't see anything negative happening, but they are
studyi ng i ssues now. They acknow edge that they're
very early in the process, so they aren't sure quite
what w || happen with custoner care and rel ated

I ssues.

And | ooki ng at the Massachusetts data
responses, which we don't think carry any wei ght here
in New Hanpshire, with all due respect, you'll note
that on many of the responses there's a qualifier at
t he beginning where it states, "It is not anticipated
that this nerger will have any negative effect.” And
we woul d al so just point out, as the Conm ssion is
aware, nost utility filings seeking approval of this
sort of transaction often have those types of
statenents. And so one of our concerns is that we
have a transcript fromthis nmeeting and we have the
Conpany's representations. But if there were to be
changes in any of these areas that affect PSNH s
custoners w t hout Comm ssion review, we would be

struggling to try to enforce sone of these
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comm tnents the Conpany has nmade. Thank you.

CHAI RVAN GETZ: Are you saying that in
the situation where the Comm ssion did not have
jurisdiction over the nerger, that that would be the
case, or it would be sonething that would play out in
the exercise of the Conm ssion's normal jurisdiction?

M5. HATFIELD: Well, if the Conm ssion
doesn't play any role in this particular transacti on,
such that we could get valid commtnents fromthe
Conpany that are enforceable, we would find oursel ves
in a situation where, for exanple, the Conpany cones
in, inits next rate case, and says, OCh, by the way,
we are going to nove half of the customer service
reps in the Manchester call center sonewhere el se,
and this is howthat will inpact the rates in New
Hanpshire. W wonder if we would find ourselves in a
situation where it would be too late to have an
I npact on that type of a change. And, you know, when
t he Conpany makes these representations about the
| ack of negative inpact to New Hanpshire custoners,
or even statenents about possible benefits, it really
is their burden to prove that to the Comm ssion. And
as | said, we will be providing in witing our

t houghts on jurisdiction. But while this session has
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been very hel pful, it causes us to wonder how the
Comm ssion woul d enforce any of the comm tnents that
have been made. Thank you.

CHAl RMAN GETZ: Thank you.

Ms. Amidon. Anything from Staff?

M5. AMDON. W don't have any
specific comments at this tine. W do appreciate the
Company com ng in and di scussing the transaction in a
little bit nore detail. And we will consider what
was sai d today when we go back to our offices, and if
we have any comments, we'll be providing witten
comments in accordance with the Comm ssion's
I nstruction.

CHAl RVAN GETZ: Gkay. Thank you.

(Chai rman and Conmi ssi oners conferring.)

CHAI RVAN GETZ: M. Bersak, let ne --
| want to ask you a couple of questions about sone of
the specific statutory provisions, to make sure |
under st and what the Conpany's positionis. And if
| -- let's start wwth 369-A. You cite
369-8,11(b)(1). And I'"'mgoing to focus on that first
introductory phrase. It says, "To the extent that
t he approval of the Conmi ssion is required by any

ot her statute for any corporate nerger or
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acquisition,” et cetera. And | think you stated that
this is a-- it's been stated that this is a nerger
bet ween equals. | want to focus on that beginning
phrase and whether "to the extent that the approval
of the Comm ssion is required by any other statute."
Is it your position that this does not constitute an
i ndependent grant of authority that, if the
Comm ssion were to have jurisdiction, it would need
to cite to sone other specific statutory provision?
s that effectively where the Conpany's com ng from
t here?

MR. BERSAK: Yes. 369:8 provides the
Comm ssion with a way of dealing with a nerger or
acquisition that's jurisdictional wthout having to
go through an entire adjudicative process. It says
that, if a transaction is jurisdictional to the
Conmmi ssion, if the utility that's involved is able to
provide information, a detailed witten
representation it says, within 60 days prior to the
consunmati on of the deal, that the deal would not
have any adverse effect on rates, ternms, service or
operation of the utility within the state, that the
Comm ssi on nmay accept that and not go any further.

But that section is based upon sone other statute
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providing a jurisdictional basis for the Conm ssion
to exercise authority over the transacti on.

In our case, we don't believe there is
any other statute that provides the Conm ssion with
authority. But nonetheless, we are here well in
advance of 60 days before this transaction is
expected to close. And | believe that the Conpany
has made an incredibly strong denonstration to the
Comm ssion that the transaction will not have any
adverse inpact on rates, terns, service or operation
of the public utility within the state.

And with respect to the consuner
advocate --

CHAI RMAN GETZ: | guess that's a
concern | had when you were speaking to that issue.
| think you were laying it out as the Comm ssion does
not have jurisdiction. But in any event, there's not
going to be any adverse effect --

MR. BERSAK: That's right. It's --

CHAI RMAN GETZ: Excuse ne. So, to the
extent we don't have jurisdiction, you make these
representations that we don't go through the
procession that we would normally do.

And i n studying those representations,
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it does start to raise sone of the issues of, |
guess, binding this, and | guess where it | eaves us,
because it really starts back to jurisdiction. And
if you' re saying we don't have jurisdiction, then,
you know, in the first instance, there's -- if that
is the case, then there's not nmuch we can do in the
first instance. So --

MR. BERSAK: Well, there's always --
M. Chairman, there's always sonet hing you can do,
because regardl ess of whether this transacti on goes
forward or does not, we remain a public utility
subject to the Comm ssion's jurisdiction. And under
R S. A 374:3, you' ve got your general supervisory
powers over the Conpany --

CHAl RVAN GETZ: Well, certainly after
the fact, correct.

MR BERSAK: After the fact.

Wth respect to the hypothetical that
was posed by the Consuner Advocate, if we were to
come in to this Conm ssion at a subsequent rate case
and say we've done sonething that inpacts customner
service, that will be subject to the jurisdiction of
t he Comm ssion to determ ne whether that was a

prudent measure or not. And if it was inprudent, we
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woul d suffer the consequences. You know, you' ve got
general supervisory over our operation. You have

pl enary authority over rates. That's not going to
change. So if we were -- if sonething was to happen
that we don't anticipate, that would still be subject
to the Conm ssion's jurisdiction, notw thstandi ng
whet her we had sone kind of witten docunent
guaranteei ng that sonmething is going to happen or not
happen. That's not going to change.

CHAl RMAN GETZ: (Okay. Let ne nove on
to 374:30 and at 374: 33.

MR. BERSAK: Yes.

CHAI RVAN GETZ: It says any public
utility may transfer or lease its franchise, works or
system or any part thereof, basically. So, | take
it that your position is that this provision doesn't
apply here because of the way the transaction is
bei ng structured; that there is no transfer or | ease
of franchise, works or system |Is that --

MR. BERSAK: Absolutely. As M.
McHal e said, PSNH is not going to be inpacted by this
transacti on, you know, the |l egal part of the
transaction at all. Wat is owned by PSNH t oday w ||

conti nue to be owned by PSNH tonorrow. There will be
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no transfer or sale of any of the franchise, works or
systens of PSNH

CHAI RMAN GETZ: And then, simlarly
wth 374: 33, that speaks to acquisitions. And your
argunent is that this is not an acquisition, it's a
ner ger .

MR BERSAK: Well, it's not an
acqui sition that inpacts any holding -- any utility
or hol di ng conpany incorporated in or doing business
in the state. Cearly, as you saw in the slides that
M. MHale presented, there are -- there is a nerger
sub and an acquisition sub. So there is an
acqui sition, but it's happening in the Commonweal t h
of Massachusetts, not in New Hanpshire. That's why
the main regulatory review on the state level is
happeni ng in Massachusetts. But wi thin New
Hanmpshire, nothing is being acquired, nothing is
being sold. So that's why 374: 33 does not apply.

(Chai rman and Conmi ssi oners conferring.)

CMSR. | GNATIUS: M. Bersak, one other
question. CQur statutes al so address issuance of
securities in 369:1, and sone of the subsequent
sections as well. Is it your view that the stock

transacti ons here do not cone within 369?
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MR. McHALE: No. As | nentioned
earlier, PSNH s capital structure wll not change.
PSNH, when they need to i ssue debt securities, wll
continue to do that as a PSNH entity. You wl|
conti nue to have jurisdiction over the issuance of
debt. Right now, PSNH, on occasion, does need common
equity. That common equity is infused by Northeast
Uilities, the holding conpany, in order to nanage
its capital structure in accordance with the
rate-making set forth by this Comm ssion. That wll
conti nue to happen in the future as well.

CVMBR I GNATIUS: And it's only
Northeast Utilities stock transactions in this case.
There's no PSNH stock in and of itself?

MR. McHALE: That's correct. That's
correct. PSNH s stock is not publicly traded. It
will not be publicly traded. It is not being used as
part of this transaction.

CVMBR | GNATI US: Thank you.

CHAI RVAN GETZ: Anything further?
Well, anything further from anyone or -- M. Bersak.

MR. BERSAK: W thank you for the
opportunity to cone and address this issue. | know

it's sonething of great interest to the Conm ssion.

DE 11-014} [ PUBI C | NFORVATI ON SESSI ON] {02-07- 11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

72

And we are very excited by the prospect of this
transaction occurring and getting the benefits, both
for enpl oyees and for customers noving forward. So,
t hank you very nmuch, M. Chairnman and Comm ssioners.

CHAl RMAN GETZ: Okay. Thank you.

Then we' ||l adjourn this informational
session, and we'll await the filing of comrents by
any interested individuals. Thank you.

(VWHEREUPQN, the public information

session was adjourned at 11:55 a.m)
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